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PREFACE 


This  legislative  history  has  been  prepared  to  provide  a  convenient 
reference  source  for  studies  of  the  development  of  the  social 
security  benefit  provisions  of  the  Social  Security  Act. 

The  legislative  history  begins  with  the  Social  Security  Act, 
as  enacted  on  August  14,   1935,  and  includes  every  subsequent 
enactment  affecting,  or  adding  to,  the  social  security  benefit 
provisions  administered  by  the  Social  Security  Administration. 
In  addition,  the  official  reports  of  the  House  of  Representatives 
and  the  Senate,  issued  with  respect  to  the  Social  Security  Act 
and  each  of  the  subsequent  amending  acts,  as  well  as  certain 
other  House  and  Senate  documents  (e.g.,  analysis  of  proposed 
legislation,  special  reports,  etc.),  are  also  included  in  this 
legislative  history.     In  most  cases,  the  complete  text  of  the 
amending  public  law  and  accompanying  House  or  Senate  report,  or 
document,  is  contained  in  this  legislative  history.     However,  in 
the  few  cases  where  a  public  law,  report,  etc.,  deals  only 
incidentally  with  social  security  legislation  and  is  of  exceptional 
length,  only  pertinent  excerpts  are  included  in  this  history. 

In  some  instances,  the  House  and  Senate  reports  accompanying  a 
particular  act  will  not  reflect  one  or  more  provisions  contained 
in  the  act.     This  is  usually  due  to  the  fact  that  the  particular 
provision  was  added  to  the  bill  on  the  floor  of  the  House,  or 
Senate,  as  the  case  may  be,  after  issuance  of  the  particular  report. 
In  these  cases,  background  material  relating  to  the  amendment  may  be 
found  in  the  Congressional  Record  report  of  the  House  or  Senate 
debate  on  the  bill.     The  Congressional  Record  may  also  provide  a 
useful  supplemental  reference  source  even  in  those  cases  in  which 
the  House  or  Senate  report  discusses  the  particular  provision  in 
which  the  researcher  is  interested.     It  is  not  feasible  to  reproduce 
in  this  legislative  history  the  thousands  of  pages  of  the 
Congressional  Record  carrying  the  House  and  Senate  debates  with 
respect  to  the  acts  included  in  the  history.     However,  on  the  last 
page  of  each  public  law  contained  in  this  volume,  appears  a  listing 
of  the  dates  on  which  the  act  was  considered  in  the  House  and 
Senate,  and  the  volume  of  the  Congressional  Record  in  which  such 
debate  may  be  found. 

This  volume  also  includes  Part  B  of  title  IV  of  the  Federal 
Coal  Mine  Health  and  Safety  Act  of  1969.     Part  B  relates  to 
claims  for  Black  Lung  Benefits.     This  volume  also  includes  certain 
documents  relating  to  family  assistance  and  welfare  proposals 
considered  by  the  91st  Congress. 
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The  Secretary  of  Health,  Education,  and  Welfare, 

Washington,         J anuary  7, 196f^, 

Hon.  John  W.  McCormack, 

Speaker  of  the  House  of  Representatives, 

Washington,  D.O. 

Dear  Mr.  Speaker  :  I  have  the  honor  to  transmit  to  you  a  report  on 
"The  Retirement  Test  Under  Social  Security."  The  report  resulted 
from  a  study  of  the  retirement  test  called  for  by  the  Congress  in  Public 
Law  90-248,  the  Social  Security  Amendments  of  1967.  The  report 
presents  the  results  of  the  Department's  study. 

Over  the  years  there  have  been  considerable  confusion  and  mis- 
understanding of  the  retirement  test  in  social  security.  Many  people 
feel  that  it  should  be  eliminated  from  the  program,  arguing  that  the 
beneficiaries  have  paid  for  their  benefits  and  should  get  them  as  soon 
as  they  are  otherwise  eligible  without  regard  to  whether  they  have 
retired.  This  of  course  is  erroneous.  What  the  people  have  been  paying 
for  is  a  retirement  benefit  prior  to  age  72  and  an  annuity  payable  auto- 
matically at  age  72  regardless  of  w^hether  they  are  working,  not  an 
annuity  payable  from  age  65  on.  The  idea,  then,  that  people  otherwise 
eligible  for  social  security  benefits  should  get  such  benefits  regardless 
of  the  amount  of  their  earnings  because  they  have  paid  for  their  bene- 
fits is  not  a  soundly  based  idea.  Incidentally,  taking  the  whole  group  of 
beneficaries  now  on  the  rolls,  they  and  the  employers  who  have  paid 
contributions  on  the  earnings  on  which  their  benefits  are  based,  to- 
gether, have  paid  contributions  that  on  the  average  cover  only  about 
10  percent  of  the  value  of  the  benefits  payable  on  those  earnings. 

Another  misunderstanding  that  many  people  have  is  that  a  person 
who  works  after  age  65  is  treated  unfairly  as  compared  to  a  person 
who  after  retirement  has  income  from  savings  and  investments.  People 
who  think  this  w^ay  misunderstand  the  whole  purpose  of  a  retirement 
system,  w^iich  is  to  pay  benefits  to  partially  replace  lost  earnings.  If 
benefits  were  withheld  because  the  person  had  income  from  savings, 
investments,  a  private  pension  plan  or  the  like,  the  program  would 
discourage  people  from  saving  in  their  productive  years  to  have  a 
more  comfortable  life  in  retirement  than  social  security  benefits  alone 
can  make  possible.  In  fact  the  partnership  that  now  exists  betw^een 
private  pension  plans  and  the  social  security  program  would  be  dis- 
rupted if  nonwork  income  were  to  cause  withholding  of  social  security 
benefits.  The  90,000  private  pension  plans  now  in  effect  in  the  United 
States  have  been  designed  to  supplement  the  social  security  program, 
and  the  benefit  levels  under  those  plans  take  into  account  the  fact  that 
social  security  benefits  will  be  payable  upon  retirement  to  those  cov- 
ered by  the  plans.  If  social  security  benefits  were  to  be  withheld  be- 
cause of  the  receipt  of  pensions  under  such  plans,  the  advantages  of 
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the  combined  Government-private  effort  in  providing  adequate  retire-  | 
ment  benefits  would  be  seriously  impaired. 

Repeal  of  the  retirement  test  would  increase  the  cost  of  the  social 
security  program  by  $2.5  billion  a  year  now,  and  more  in  future  years. 
In  order  to  finance  this  additional  cost  it  would  be  necessary  to  in- 
crease social  security  contributions  for  employers  and  employees  by  a 
total  of  0.70  percent  of  taxable  payroll  or  by  0.35  percent  of  taxable 
i:)ayroll  each  for  employers  and  employees.  Most  of  this  additional 
cost  would  be  incurred  in  order  to  pay  benefits  to  people  who  are  fully 
employed  and  earning  as  much  as  they  ever  did.  I  do  not  believe  that  j 
this  would  be  the  best  use  of  the  income  available  to  the  social  security 
program  and  therefore  do  not  recommend  repeal  of  the  retirement  test. 

I  am  in  favor,  however,  of  certain  changes  in  the  retirement  test.  I 
recommend  that  the  amount  a  social  security  beneficiary  can  earn  in  a 
year  and  still  get  all  of  his  benefits — now  $1,680 — be  brought  up  to 
date  with  the  increases  in  earnings  levels  that  have  occurred  since  the  | 
present  exempt  amount  was  enacted  and  kept  up  to  date  thereafter. 
This  would  require  an  increase  in  the  annual  exempt  amount  to  $1,800 
with  a  corresponding  increase  from  140  to  $150  (one  twelfth  of  the  | 
annual  exempt  amount)  in  the  monthly  exempt  amount — the  amount 
of  wages  which,  regardless  of  his  annual  earnings,  a  beneficiary  can  i 
earn  in  a  given  month  and  still  receive  his  benefit  for  that  month.  In  | 
order  to  keep  the  annual  exempt  amount  in  line  w^ith  changes  in  earn- 
ings levels  in  the  future,  I  recommend  that  the  law  include  a  provision  i 
for  automatically  adjusting  the  exempt  amount  to  rises  in  earnings  ' 
levels.  I 

In  addition  to  these  changes  I  recommend  a  change  in  the  provision  | 
under  which  benefits  are  withheld  when  the  beneficiary's  earnings  | 
exceed  the  annual  exempt  amount.  I  recommend  no  change  in  the  pro-  i 
vision  in  present  law  under  which  $1  in  benefits  is  withheld  for  each 
$2  of  earnings  for  the  first  $1,200  of  earnings  above  the  exempt 
amount.  I  do  believe,  however,  that  the  provision  under  which  $1  in  ! 
benefits  is  withheld  for  each  $1  of  earnings  above  the  $1,200  $l-for-$2  i 
reduction  band  should  be  changed  so  that  $3  in  benefits  is  withheld  i 
for  each  $4  of  such  earnings.  With  an  $1,800  exempt  amount  the  $3-  \ 
for-$-l  reduction  would  apply  to  earnings  above  $3,000.  I 

Tliese  changes  taken  together  would  increase  the  cost  of  the  social 
security  program  by  an  estimated  0.07  percent  of  taxable  payroll,  and,  | 
if  effective  January  1,  1970  (under  existing  benefit  levels),  would  re-  I 
suit  in  increased  payments  of  $285  million  to  beneficiaries  in  the  first  ' 
f  ull  3'ear  of  operation.  ' 

I  urge  favorable  consideration  of  these  recommendations  and  their  j 
prompt  enactment.  Attached  to  the  report  is  a  draft  of  proposed  legis-  I 
lation  to  carry  out  my  recommendations.  i 
Sincerely,  | 

Wilbur  J.  Cohen,  Secretary.  i 
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The  Secretai?y  of  Health,  Education,  and  Welfake, 

Washington^  D.C.^  January  3, 1969, 

The  President, 
The  White  House^ 
Washington,  D.  O. 

Dear  Mr.  Presdent  :  I  have  the  honor  to  transmit  to  you  a  report  on 
"The  Eetirement  Test  under  Social  Security."  The  report  resulted 
from  a  study  of  the  retirement  test  called  for  by  the  Congress  in  Public 
Law  90-248,  the  Social  Security  Amendments  of  1967.  The  report 
presents  the  results  of  the  Department's  study. 

Over  the  years  there  have  been  considerable  confusion  and  mis- 
understanding of  the  retirement  test  in  social  security.  Many  people 
feel  that  it  should  be  eliminated  from  the  program,  arguing  that  the 
beneficiaries  have  paid  for  their  benefits  and  should  get  them  as  soon 
as  they  are  otherwise  eligible  without  regard  to  whether  they  have  re- 
tired. This  of  course  is  erroneous.  What  the  people  have  been  paying 
for  is  a  retirement  benefit  prior  to  age  72  and  an  annuity  payable  auto- 
matically at  age  72  regardless  of  whether  they  are  working,  not  an 
annuity  payable  from  age  65  on.  The  idea,  then,  that  people  otherwise 
eligible  for  social  security  benefits  should  get  such  benefits  regardless 
of  the  amount  of  their  earnings  because  they  have  paid  for  their  bene- 
fits is  not  a  soundly  based  idea.  Incidentally,  taking  the  whole  group 
of  beneficiaries  now  on  the  rolls,  they  and  the  employers  who  have  paid 
contributions  on  the  earnings  on  which  their  benefits  are  based,  to- 
gether, have  paid  contributions  that  on  the  average  cover  only  about 
10  percent  of  the  value  of  the  benefits  payable  on  those  earnings. 

Another  misunderstanding  that  many  people  have  is  that  a  person 
who  works  after  age  65  is  treated  unfairly  as  compared  to  a  person 
who  after  retirement  has  income  from  savings  and  investments.  People 
who  think  this  way  misunderstand  the  whole  purpose  of  a  retirement 
system,  which  is  to  pay  benefits  to  partially  replace  lost  earnings.  If 
benefits  were  withheld  because  the  person  had  income  from  savings, 
investments,  a  private  pension  plan  or  the  like,  the  program  would 
discourage  people  from  saving  in  their  productive  years  to  have  a  more 
comfortable  life  in  retirement  than  social  security  benefits  alone  can 
make  possible.  In  fact  the  partnership  that  now  exists  between  private 
pension  plans  and  the  social  security  program  would  be  disrupted  if 
nonwork  income  were  to  cause  withholding  of  social  security  benefits. 
The  90,000  private  pension  plans  now  in  effect  in  the  United  States 
have  been  designed  to  supplement  the  social  security  program,  and  the 
benefit  levels  under  those  plans  take  into  account  the  fact  that  social 
security  benefits  will  be  payable  upon  retirement  to  those  covered  by 
the  plans.  If  social  security  benefits  were  to  be  withheld  because  of  the 
receipt  of  pensions  under  such  plans,  the  advantages  of  the  combined 
Government-private  effort  in  providing  adequate  retirement  benefits 
would  be  seriously  impaired. 

Kepeal  of  the  retirement  test  would  increase  the  cost  of  the  social 
security  program  by  $2.5  billion  a  year  now,  and  more  in  the  future 
years.  In  order  to  finance  this  additional  cost  it  would  be  necessary 
to  increase  social  security  contributions  for  employers  and  employees 
by  a  total  of  0.70  percent  of  taxable  payroll  or  by  0.35  percent  of  tax- 
able payroll  each  for  employers  and  employees.  Most  of  this  additional 
cost  would  be  incurred  in  order  to  pay  benefits  to  people  who  are  fully 
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employed  and  earning  as  much  as  they  ever  did.  I  do  not  believe  that  i 
this  would  be  the  best  use  of  the  income  available  to  the  social  security  I 
program  and  therefore  do  not  recommend  repeal  of  the  retirement  j 
test.  ^  ^  _  1 

I  am  in  favor,  however,  of  certain  changes  in  the  retirement  test,  i 
I  recommend  that  the  amount  a  social  security  beneficiary  can  earn  j 
in  a  year  and  still  get  all  of  his  benefits — ^now  $1,680 — be  brought  up  j| 
to  date  with  the  increases  in  earnings  levels  that  have  occurred  since  ' 
the  present  exempt  amount  was  enacted  and  kept  up  to  date  thereafter.  | 
This  would  require  an  increase  in  the  annual  exempt  amount  to  $1,800 
with  a  corresponding  increase  from  $140  to  $150  (one-twelfth  of  the  i 
annual  exempt  amount)  in  the  monthly  exempt  amount^ — the  amount  ' 
of  wages  which,  regardless  of  his  annual  earnings,  a  beneficiary  can  ; 
earn  in  a  given  month  and  still  receive  his  benefit  for  that  month.  In  r 
order  to  keep  the  annual  exempt  amount  in  line  with  changes  in  earn- 
ings levels  in  the  future,  I  recommend  that  the  law  include  a  provision 
for  automatically  adjusting  the  exempt  amount  to  rises  in  earnings  ! 
levels.  I 

In  addition  to  these  changes  I  recommend  a  change  in  the  provision  | 
under  which  benefits  are  withheld  when  the  beneficiary's  earnings  ex-  , 
ceed  the  annual  exempt  amount.  I  recommend  no  change  in  the  pro-  | 
vision  in  present  law  under  which  $1  in  benefits  is  withheld  for  each  $2  ■ 
of  earnings  for  the  first  $1,200  of  earnings  above  the  exempt  amount.  I 
do  believe,  however,  that  the  provision  under  which  $1  in  benefits  is  i 
withheld  for  each  $1  of  earnings  above  the  $1,200  $l-for-$2  reduction  i 
band  should  be  changed  so  that  $3  in  benefits  is  withheld  for  each  $4  i 
of  such  earnings.  With  an  $1,800  exempt  amount  the  $3-for-$4  reduc-  ! 
tion  would  apply  to  earnings  above  $3,000.  | 

These  changes  taken  together  would  increase  the  cost  of  the  social  i 
security  program  by  an  estimated  0.07  percent  of  taxable  payroll,  and, 
if  effective  J anuary  1, 1970  (under  existing  benefit  levels) ,  would  result  i 
in  increased  payments  of  $285  million  to  beneficiaries  in  the  first  full  [; 
year  of  operation.  i 

I  have  urged  favorable  consideration  of  these  recommendations  and  | 
their  prompt  enactment.  Attached  to  the  report  is  a  draft  of  proposed  : 
legislation  to  carry  out  my  recommendations.  j 
Faithfully  yours,  I 

Wilbur  J.  Cohen,  Secretary.  j 
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THE  RETIREMENT  TEST  UNDER  THE 
SOCIAL  SECURITY  PROGRAM 


A  KEPORT  ON  A  STUDY  CALLED  FOE  BY  THE  90TH 
CONGRESS  IN  PUBLIC  LAW  90-248,  THE  SOCIAL 
SECURITY  AMENDMENTS  OF  1967 


I.  Intkoduction 

The  directive  of  the  Congress,  which  is  included  in  Public  Law 
90-248,  the  Social  Security  Amendments  of  1967,  that  the  Department 
study  the  retirement  test  under  social  security  reads : 

(a)  The  Secretary  of  Health,  Education,  and  Welfare  is  authorized  and  di- 
rected to  study  (1)  the  existing  retirement  test  and  proposals  for  the  modification 
of  such  test  (including  proposals  for  an  increase  in  old-age  insurance  benefit 
amounts  on  account  of  delayed  retirement )  *  *  *. 

(b)  On  or  before  January  1,  1969,  the  Secretary  shall  transmit  to  the  President 
and  the  Congress  a  report  which  shall  contain  his  findings  of  fact  and  any  con- 
clusions or  recommendations  he  may  have. 

A  major  report  on  this  subject  was  submitted  by  the  Department  in 
1960,  at  the  request  of  the  Committee  on  Ways  and  Means  of  the  House 
of  Representatives,  and  gave  findings  and  recommendations  on  the 
test  as  it  existed  at  that  time.  Generally  speaking,  the  recommendations 
in  that  report  have  been  followed  and  have  been  instrumental  in  shap- 
ing the  test  into  its  present  form. 

The  present  study  focuses  principally  on  two  areas  of  congressional 
interest  mentioned  during  consideration  of  the  Social  Security  Amend- 
ments of  1967.  The  Committee  on  Ways  and  Means  was  particularly 
interested  in  the  provision  under  which  a  person  can  have  substantial 
earnings  in  part  of  the  year  and  still  get  social  security  benefits  for  the 
remainder  of  the  year.  In  its  report  on  the  1967  amendments  (House 
Report  No.  544)  the  Committee  stated : 

While  the  overall  effect  of  the  present  retirement  test  provides  generally  satis- 
factory results,  it  still  permits  a  person  to  have  substantial  earnings  in  part  of 
the  year  and  to  receive  substantial  social  security  benefits  in  the  remainder  of 
the  year.  In  the  course  of  its  deliberations  your  committee  asked  the  Social  Secu- 
rity Administration  to  give  further  and  more  intensive  study  to  this  problem. 

Senate  interest  centered  on  proposals  to  increase  old-age  insurance 
benefits  for  those  workers  who  continue  to  work  beyond  age  65. 

II.  Backgrouxd 

WHY  THE  LAW  COXTAIXS  A  RETIREMENT  TEST 

In  a  word-related  society  a  basic  problem  is  the  insecurity  arising 
from  the  interruption  of  work  income,  which,  of  course,  affects  not 
only  the  worker  but  those  members  of  his  family  who  are  dependent 
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on  his  earninfrs.  While  a  combination  of  approaches,  including  group 
and  individual  insurance  plans  and  government-sponsored  programs, 
are  used  in  the  United  States  for  preventing  economic  insecurity,  the 
old-age,  survivors,  and  disability  insurance  program — commonly 
called  social  security — is  the  basic  mechanism  for  preventing  inse- 
curity arising  from  interruption  in  income  from  work. 

Social  security  is  a  social  insurance  system  under  which  workers  and 
their  dependents  are  insured  against  the  loss  of  work  income  resulting 
from  the  worker's  death,  disability,  or  retirement.  The  benefit  pay- 
ments made  when  that  loss  occurs  are  designed  to  partially  replace 
the  earnings  that  are  lost,  and  thus  to  help  prevent  the  economic  in- 
security that  would  otherwise  result. 

Necessary  in  any  insurance  system — private  or  social — is  some  way 
to  measure  whether,  and  the  extent  to  which,  the  loss  insured  against 
has  occurred.  One  of  the  mechanisms  used  in  the  social  security  pro- 
gram is  the  retirement  test.  The  assumption  underlying  this  test  is  that 
if  a  beneficiary's  earnings  from  work  are  below  certain  limits,  the  loss 
of  earnings  insured  against  has  occurred,  wholly  or  partly. 

The  same  general  assumption  applies  throughout  the  social  security 
cash  benefit  programs.  The  disability  insurance  part  of  the  program 
takes  into  account,  in  evaluating  disability,  not  only  the  medical  con- 
dition of  the  beneficiary,  but  also  his  earnings,  if  any,  from  work.  If  a  ; 
disabled  beneficiary  has  substantial  earnings  from  actual  work  activ- 
ity, he  is  not  considered  to  have  suffered  a  loss  of  work  income  suffi- 
cient to  call  for  the  payment  of  benefits  even  though  his  physical  con-  ' 
dition  may  be  indicative  of  severe  disability.  In  the  survivors  insur-  j 
ance  part  of  the  program  a  sufficient  loss  of  work  income  is  not  con-  } 
sidered  to  have  occurred  if  the  earnings  of  the  survivors  are  above  | 
certain  limits.  i 

THE  PRESENT  RETIREMENT  TEST  | 

j 

The  present  retirement  test  contains  four  important  elements :  ^  j 

1.  An  annual  test. — Annual  earnings  from  work  up  to  $1680  are  j 
exempt  from  the  test ;  a  beneficiary  whose  earnings  from  work  do  not  I 
exceed  $1680  in  a  year  is  considered  to  be  fully  retired  and  gets  full  j 
benefits  for  the  year.  I 

2.  A  two-step  reduction  in  henefits  if  earnings  exceed  the  annual  I 
exempt  amount. — One  dollar  in  benefits  is  withheld  for  each  $2  of  | 
annual  earnings  between  $1680  and  $2880  and  for  each  $1  of  earnings  | 
above  $2880.  i 

3.  A  montlily  test. — Regardless  of  annual  earnings,  benefits  are  pay- 
able in  full  for  any  month  in  which  a  beneficiary  neither  works  for 
wages  of  more  than  $140  nor  renders  substantial  services  in  self- 
employment. 

4.  An  exemption  on  account  of  age. — Beginning  w^ith  the  month  ; 
in  which  a  person  reaches  age  72,  benefits  are  payable  to  him  (and 
to  his  eligible  dependents)  regardless  of  the  amount  of  his  earnings. 

Each  of  these  elements  sounds  relatively  simple,  but  when  combined 
and  explained  to  an  elderly  and  perhaps  not  too  well-educated  person  j 

1  Thpso  Pigments  apply  to  beneficiaries  living  in  the  United  States  and  to  beneficiaries  i' 
who  work  outside  the  United  States  in  employment  covered  by  social  security.  For  bene-  ii 
flciaries  working:  abroad  in  noncovered  employment  or  self-employment,  the  test  is  related 
to  the  number  of  days  worked  in  a  month.  Under  the  foreif?n  work  test  no  benefit  is  pay- 
able for  any  month  in  which  work  is  performed  on  7  or  more  calendar  days.  The  foreign  ' 
test  is  discussed  more  fully  in  another  part  of  the  report. 
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they  can  be  very  confusing.  It  is  not  unlikely  that  some  people  who 
could  and  would  like  to  work  do  not  do  so  because  they  do  not  under- 
stand the  conditions  under  which  they  can  w^ork  and  still  get  benefits. 

The  test  applies  only  to  income  from  work;  benefits  are  payable 
regardless  of  income  from  investments  and  other  nonwork  sources — 
savings,  investments,  insurance,  and  the  like.  To  include  nonwork 
income  in  the  earnings  counted  for  retirement  test  purposes  would  be 
contrary  to  the  purpose  of  a  social  insurance  system — to  insure  against 
loss  of  earnings  from  work.  Income  from  nonwork  sources  generally 
continues  after  retirement  as  it  did  before ;  retirement  caimot  be  deter- 
mined by  measuring  the  ^Dresence  or  absence  of  nonwork  income.  More- 
over, disincentives  for  the  creation  of  private  pension  plans  and  sav- 
ings for  retirement  would  result  from  inclusion  of  nonwork  income 
under  the  retirement  test.  Furthermore,  doing  so  would  make  the 
retirement  test  similar  to  the  means  test  used  to  determine  eligibility 
for  payments  under  public  assistance  programs,  and  would  thus  tend 
to  subject  the  social  security  pro-am  to  the  same  sort  of  criticisms 
that  have  been  leveled  at  the  assistance  programs.  The  reasons  the 
retirement  test  has  taken  its  present,  somewhat  complicated  form  will 
perhaps  be  easier  to  understand  if  the  considerations  that  led  to  the 
various  changes  that  have  been  made  in  it  through  the  years  are 
reviewed. 

Under  the  original  Social  Security  Act,  which  was  enacted  in  1935, 
monthly  benefits  were  not  payable  for  any  month  in  which  a  worker 
received  covered  w^ages  from  "regular  employment."  This  provision 
was  changed  by  the  1939  amendments  before  any  monthly  benefits 
were  paid. 

From  1940,  when  monthly  benefits  first  became  payable,  through 
1950  the  test  of  retirement  applied  only  to  earnings  from  covered  em- 
ployment. During  those  years,  work  as  an  employee  in  commerce  and 
industry  was,  generally  speaking,  the  only  employment  covered  by  the 
program.  The  test  was  entirely  on  a  monthly  basis ;  the  beneficiary  got 
a  full  benefit  for  any  month  in  which  he  earned  less  than  $16  in  covered 
employment.  In  1951  this  monthly  exempt  amount  was  increased  to  $50. 

When  self-employed  people  were  brought  under  the  program  in 
1951,  the  test  of  retirement  for  them  was  put  on  an  annual  basis.  (Tliis 
was  necessary  because  it  is  impossible  in  many  cases  for  a  self-em- 
ployed person  to  compute  his  earnings  on  a  monthly  basis.)  Specifi- 
cally, it  was  provided  that  a  person  with  self -employment  earnings 
of  $600  or  less  for  the  year  could  get  benefits  for  all  months  in  the 
year,  no  matter  w^hat  his  earnings  were  in  any  single  month.  One 
month's  benefit  was  withheld  for  each  $50  (or  part  of  $50)  of  earnings 
above  $600. 

One  part  of  the  test  for  the  self-employed,  however,  was  placed  on 
a  monthly  basis  even  though  the  earnings  were  figured  over  the  whole 
year.  No  matter  how  high  his  annual  earnings,  a  self-employed  bene- 
ficiary could  get  a  benefit  for  any  month  in  which  he  did  not  render 
substantial  services  in  his  business.  This  latter  provision  served  three 
purposes :  Frist,  it  placed  the  self-employed  beneficiary  on  a  par  with 
the  w^age  earner — despite  the  fact  that  he  could  determine  his  earn- 
ings only  on  an  annual  basis — in  that  he  could  get  a  benefit  for  any 
month  in  which  he  did  not  work  or  in  which  he  worked  very  little. 
Second,  it  allowed  the  payment  of  benefits  to  a  self-employed  bene- 
ficiary for  months  in  which  he  did  no  Avork  in  the  year  in  which  he 
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retired,  even  though  his  total  earnings  for  the  year  were  above  the 
exempt  amount  by  reason  of  work  done  before  retirement.  And  third, 
the  provision  allowed  payment  of  benefits  to  a  person  whose  self- 
employment  income  came,  not  from  work  in  operating  the  business, 
but  rather  from  the  investment  he  had  in  the  business. 

Another  modification  in  the  test,  effective  in  1951,  exempted  people 
from  the  retirement  test  at  age  75.  This  change  was  made  in  recog- 
nition of  the  fact  that  some  people  continue  working  to  a  very  ad- 
^'anced  ao-e.  Without  such  an  age  exemption  these  people  might  never 
get  benefits  even  though  they  had  paid  social  security  contributions 
longer  than  most  people. 

In  1952  the  monthly  exempt  amount  for  wage  earners  was  raised 
from  $50  to  $75,  the  annual  exempt  amount  for  self-employed  people 
was  raised  from  $600  to  $900,  and  the  unit  of  earnings  above  the  an- 
nual exempt  amount  which  caused  one  month's  benefits  to  be  withheld 
was  increased  from  $50  to  $75, 

Two  important  criticisms  relating  to  the  different  treatment  given 
to  wage  earners  and  self-employed  people  under  the  test  soon  devel- 
oped. First,  a  self-employed  person  could  work,  say,  for  three  months, 
earn  up  to  the  annual  exempt  amount,  and  still  get  benefits  for  the 
whole  year,  while  the  wage  earner  who  worked  in  three  months  and 
had  the  same  total  yearly  earnings  had  three  months'  benefits  Avith- 
held.  Second,  a  person  who  had  both  self-employment  income  and 
wages  was  in  an  unwarrantedly  favorable  position  because  he  could 
meet  the  two  tests  separately ;  that  is,  he  could  have  earnings  from  self - 
employment  for  the  year  of  as  much  as  the  annual  exempt  amount, 
and  also  have  wages  in  every  month  amounting  to  as  much  as  the 
monthly  exempt  amount,  and  still  get  all  of  his  benefits  for  the  year. 
The  1954  amendments  removed  these  two  anomalies  by  providing  that 
earnings  from  self-employment  and  wage  employment  would  be  com- 
bined for  retirement  test  purposes  and  by  providing  for  an  annual 
exempt  amount  ($1,200)  for  both  the  self-employed  beneficiary  and 
the  wage-earner  beneficiary.  For  each  $80  (or  fraction  of  $80)  of  earn- 
ings above  $1,200,  one  month's  benefit  was  withheld. 

The  1954  amendments  also  provided  that  a  wage  earner  could  get  a 
benefit  for  any  month  in  which  he  earned  no  more  than  $80,  regardless 
of  his  earings  for  the  year.  This  provision  was  included  partly  to  avoid 
situations  where  a  worker  would  not  be  able  to  get  benefits  under  the 
1954  amendments  although  he  could  have  gotten  them  before.  The 
provision  also  solved  the  problem  of  finding  a  way  to  pay  benefits  for 
the  rest  of  a  year  when  a  worker  retired  in  the  middle  of  the  year  after 
his  earnings  were  over  the  exempt  amount.  Without  the  monthly  test 
a  worker  who  retired  in  July,  for  example,  after  earning  $2,500  in  that 
year,  could  not  have  gotten  benefits  for  any  part  of  the  year. 

In  addition,  the  1954  amendments  lowered  from  75  to  72  the  age  at 
which  people  are  exempt  from  the  retirement  test. 

The  1958  amendments  provide  that  a  beneficiary  who  earned  above 
$1,200  in  a  year  would  not  have  a  benefit  withheld  for  any  month  in 
which  he  earned  wages  of  $100  or  less  (rather  than  $80  or  less  as  pre- 
viously pro\n*ded),  making  the  monthly  test  of  retirement  one-twelfth 
of  the  annual  exempt  amount.  This  change  was  made  in  order  to  im- 
prove pu!)lic  understanding  of  how  the  test  operated.  One  of  the  rea- 
sons people  had  found  the  test  difficult  to  understand  was  that  having 
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benefits  withheld  for  months  in  which  earnings  exceeded  $80  did  not 
seem  to  be  rationally  related  to  the  $1,200  exempt  amount.  No  change 
was  made  at  the  time  in  the  provision  under  which  one  month's  benefit 
was  withheld  for  each  $80,  or  fraction  of  $80,  of  earnings  above  $1,200. 

In  the  course  of  its  consideration  of  the  1958  social  security  amend- 
ments, the  Committee  on  Ways  and  Means  directed  the  Department 
of  Health,  Education,  and  Welfare  to  examine  and  to  report  on  the 
monthly  exempt  amount — the  provision  that  allows  a  person,  regard- 
less of  his  annual  earnings,  to  get  a  benefit  for  any  month  in  which 
he  does  little  or  no  work.  The  Department  submitted  a  comprehensive 
report  in  1960  which  not  only  covered  this  aspect  of  the  test  but  also 
re-examined  its  other  provisions. 

The  report  discussed  the  need  for  retaining  the  monthly  test  of 
retirement,  giving  essentially  the  same  reasons  that  had  prompted  its 
inclusion  in  the  law  originally.  The  report  pointed  out  that  it  would 
not  seem  reasonable  to  require  a  person  to  go  through  the  first  several 
months  of  retirement  without  getting  benefits,  that  benefits  should 
start  as  soon  as  posisble  after  earnings  cease,  and  that  the  monthly  test 
of  retirement  makes  this  possible.  Without  the  monthly  test  a  person 
who  retired  at  the  end  of  June,  for  example,  after  having  substantial 
earnings  would  get  no  benefits  for  the  rest  of  the  year,  even  though 
he  had  no  earnings  in  the  remainder  of  the  year.  With  the  monthly 
test,  he  loses  benefits  only  for  the  months  in  which  his  earnings  exceed 
the  monthly  exempt  amount.  The  monthly  test  also  makes  it  possible 
for  the  beneficiary  who  returns  to  or  leaves  employment  during  the 
year  to  get  benefits  for  the  months  in  which  he  does  not  have  sub- 
stantial earnings  from  work. 

The  report  also  discussed  the  deterrent  to  work  that  then  existed 
because  of  the  provision  under  which  one  month's  benefit  was  with- 
held for  each  $80,  or  fraction  thereof,  of  earnings  in  excess  of  the 
annual  exempt  amount.  Under  this  provision  it  was  possible  for  a 
family  to  lose  a  full  month's  benefit  for  as  little  as  $1  in  excess  earn- 
ings. In  this  situation  the  family  could  suffer  a  substantial  loss  in 
total  income  as  a  result  of  earnings  from  work.  The  report  suggested 
that  the  method  of  adjusting  benefits  where  earnings  exceed  the  annual 
exempt  amount  should  be  changed  to  insure  that  earnings  above  the 
exempt  amount  would  not  result  in  a  decrease  in  the  combined  total 
income  from  earnings  and  benefits. 

The  1960  amendments  made  no  change  in  the  monthly  test  of  retire- 
ment but  did  provide  a  new  method  of  adjusting  benefits  where  earn- 
ings exceeded  the  annual  exempt  amount.  This  new  adjustment  method 
was  along  the  lines  of  the  proposals  included  in  the  report  on  the 
retirement  test.  The  amount  of  benefits  to  be  withheld  was  to  be  in 
proportion  to  the  amount  of  annual  earnings  above  $1,200 — $1  to  be 
withheld  for  each  $2  of  earnings  between  $1,200  and  $1,500  and  for 
each  $1  of  earnings  above  $1,500.  This  basic  method  of  determining  the 
amount  of  benefits  to  be  withheld,  which  was  adopted  to  reduce  the 
deterrent  to  work  which  existed  under  the  previous  test,  is  still  in 
effect. 

The  1961  amendments  extended  the  band  of  earnings  over  which  the 
$l-for-$2  adjustment  of  benefits  applied  by  increasing  the  ceiling  on 
the  band  from  $1,500  to  $1,700. 
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The  1965  amendments  made  no  change  in  the  basic  structure  of  the  .j 
retirement  test.  The  amendments  did,  however,  raise  the  annual  ex- 
empt  amount  from  $1,200  to  $1,500  (with  a  corresponding  increase  in  f| 
the  monthly  exempt  amount  to  $125)  and  provided  that  the  $l-for-$2  0 
adjustment  band  would  apply  over  a  $1,200  range  above  the  exempt  i| 
amount— that  is,  from  $1,500  to  $2,700.  1 

Under  the  1967  amendments  the  annual  exempt  amount  was  in-  3 
creased  to  $1,680,  with  corresponding  increases  in  the  monthly  measure  \\ 
to  $140  and  in  the  ceiling  of  the  $l-for-$2  adjustment  band  to  $2,800.  j| 

In  summary,  the  social  security  law  has  always  contained  some  pro-  j 
vision  to  assure  that  benefits  will  be  paid  only  to  people  who  do  not  ; 
have  substantial  earnings  from  work — in  effect,  a  test  of  retirement.  i 

Any  test  of  retirement  for  social  insurance  purposes  must  be  a  com-  , 
promise  between  two  conflicting  goals.  The  principle  that  social  insur-  I 
ance  benefits  should  be  paid  only  to  those  suffering  a  loss  of  work  in- 
come must  be  balanced  with  the  need  to  avoid  creating  disincentives 
for  those  who  wish  to  work.  The  retirement  test,  then,  must  be  a  com- 
promise between  these  two  objectives.  While  preventing  payment  of 
benefits  to  people  with  relativelj^  substantial  earnings,  the  amount  of  i 
earnings  allowed  without  any  withholding  of  benefits  should  be  high  i 
enough  to  allow  those  beneficiaries  w^ho  can  work  at  low-paying  or  i 
part-time  jobs  to  do  so  and  still  get  part  or  all  of  their  benefits.  ,i 

The  retirement  test  as  it  stands  today  prevents  the  payment  of  bene-  [i 
fits  to  people  with  substantial  earnings  from  work,  but  does  not  pre-  ji 
vent  payment  merely  because  a  beneficiary  has  some  earnings.  It  thus  |i 
does  not  completely  remove  incentives  to  work.  The  present  test  must  J 
be  considered  a  rough  approach  to  the  problem  of  paying  benefits  when  ■ 
there  has  been  significant  loss  of  income  while  avoidino-  disincentives  i 
to  work — a  problem  that  is  much  to  complex  for  any  simple  solution.  \ 

One  of  the  difficulties  arises  because  of  the  tremendous  variation  in  ii 
the  circumstances  of  the  beneficiaries.  It  is  questionable  whether  a  re- 
tirement test  geared  to  each  individual  case — e.g.,  one  that  would  pay 
benefits  to  a  person  who  during  his  working  lifetime  had  a  $205000-a-  jj 
year  job  and  after  "retirement"  is  able  to  make  $5,000  a  year  as  a  con-  li 
sultant,  while  denying  benefits  to  a  $6,000-a-year  worker  who  after 
retirement  manages  to  pick  up  something  more  than  $1,500  at  odd 
jobs — would  be  accepted  by  the  public. 

There  is  no  question  that  the  present  test  is  difficult  for  most  bene- 
ficiaries— especially  the  aged — to  understand,  both  as  to  operation  and 
as  to  purpose.  One  result  of  its  complexity  is  that  it  is  difficult  to  ad-  [ 
minister.  Because  the  operation  and  purpose  of  the  test  are  widely  mis-  I 
understood,  administration  is  made  even  more  difficult. 

One  of  the  major  factors  to  be  considered  in  evaluating  any  pro- 
posed change  in  a  social  insurance  program  is  the  cost  of  the  proposed 
change  relative  to  its  potential  benefits  and  relative  to  the  cost  of  other 
possible  changes  in  the  program.  The  cost  of  total  elimination  of  the 
retirement  test  for  all  beneficiaries,  including  those  under  65,  is  0.70 
percent  of  taxable  payroll — enough  to  finance  a  7-percent  across-the- 
board  increase  in  social  security  cash  benefits. 

HOW  MANY  PEOPLE  ARE  AFFECTED  BY  THE  RETIREMENT  TEST? 


The  number  of  people  affected  by  the  retirement  test  is  actually 
quite  small  when  considered  as  a  percentage  of  the  people  who  are  elig- 
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ible  for  benefits.  As  Table  1  indicates,  of  the  17.9  million  people  age 
65  and  older  who  are  eligible  for  social  security  cash  benefits  on  Janu- 
ary 1, 1969,  only  1.4  million — about  8  percent^ — have  any  benefits  with- 
held under  the  retirement  test.  While  it  is  not  possible  to  determine  the 
exact  number  of  people  who  are  holding  their  earnings  down  because 
of  the  test,  it  appears  safe  to  draw  some  general  conclusions  on  the 
basis  of  information  that  is  available. 

Table  1. — Old-age,  survivors,  and  disadility  insurance:  Persons  aged  65  and  over 
and  eligible  for  social  security  cash  benefits  on  Jan.  1, 1969,  and  number  affected 
ty  the  retirement  test  in  1968 

[In  millions] 

Number  of 
persons 


U.S.  population  aged  65  and  over,  Jan.  1,  1969  ^   19.  8 


Persons  aged  65  and  over,  eligible  for  social  security  cash  benefits  on 

Jan.  1,  1969 '   17.  9 


Not  subject  to  the  retirement  test  in  1968  ^   8.  3 

Subject  to  the  retirement  test  in  1968  ^   9.  6 


With  no  earnings  for  1968   6.  6 

With  annual  earnings  for  1968  below  $1,400   1.  2 

With  annual  earnings  for  1968  of  $1,400  to  $1,680   .  3 

With  annual  earnings  for  1968  above  $1,680,  but  with  no  benefits 

for  1968  withheld  because  of  the  retirement  test  *   .  1 

With  annual  earnings  for  1968  above  $1,680,  and  with  some  or 

all  benefits  for  1968  ^  withheld  because  of  the  retirement  test   1.  4 


Some,  but  not  all,  benefits  withheld  because  of  the  retire- 
ment test   .  6 

All  benefits  withheld  because  of  the  retirement  test   .  8 

1  Includes  Puerto  Rico,  Virgin  Islands,  American  Samoa,  and  Guam.  Also  includes  allow- 
ance for  underenumeration  in  the  census  counts  on  which  the  population  estimate  is  based. 

2  Includes  spouses  aged  65  and  over  of  workers  aged  62-64. 


3  Generally,  persons  who  attained  age  72  in  January  1968  or  earlier  were  not  subject 
to  the  retirement  test  in  1968  ;  persons  who  were  under  age  72  at  the  end  of  January  1968 
were  subject  to  the  retirement  test  during  some  or  all  months  in  1968.  An  exception  to 
this  is  a  spouse  who  attained  age  72  in  January  1968  or  earlier  of  a  worker  who  was  under 
age  72  at  the  end  of  January  1968 — such  spouses  were  subject  to  retirement  test  in  1968. 

*  These  are  people  who  attained  age  65  in  1968  and  who  had  no  benefits  withheld  for 
months  in  or  after  the  month  of  attainment  of  age  65,  generally  because  they  had  either 
no  earnings  or  earnings  not  exceeding  $140  a  month  in  such  months. 

5  As  used  here,  "all  benefits  for  1968"  means  all  of  the  benefits  for  all  months  in  1968 
in  which  an  eligible  individual  is  aged  65  or  over. 

Of  the  17.9  million  people  age  65  and  older  who  are  eligible  for  bene- 
fits, 8.3  million  are  age  72  and  older  and  thus  are  not  subject  to  the  test. 
An  additional  8.1  million  are  technically  subject  to  the  test  but  earn 
less  than  $1,680,  the  annual  exempt  amount  under  present  law.  Among 
these  8.1  million  people,  6.6  million  have  no  earnings  at  all,  and  an- 
other 1.2  million  have  earnings  of  less  than  $1,400  a  year ;  almost  all  of 
the  people  in  these  two  groups  are  probably  either  unable  to  earn  as 
much  as  $1,680  a  year  (the  present  exempt  amount)  or  prefer  not  to 
work  enough  to  do  so.^ 

The  remaining  300,000  of  the  8.1  million  people  age  65  and  older 
who  are  technically  subject  to  the  test  are  earning  between  $1,400  and 
$1,680  and  are  getting  full  benefits.  Some  of  these  300,000 — probably 
most  of  them — are  holding  their  earnings  down,  either  because  they 

1  A  1963  survey  made  by  the  Social  Security  Administration  showed  that  a  majority 
of  the  aged  who  were  not  working — both  beneficiaries  and  nonbeneficiaries — were  unable 
to  work.  Among  those  who  felt  they  were  able  to  work,  the  vast  majority  did  not  expect 
to  work  and  were  not  interested  in  working. 
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do  not  understand  the  retirement  test  or  because  they  want  to  get  all  fi 
of  their  benefits;  many  of  them  would  earn  more  than  they  do  now  if  j;; 
the  test  were  repealed  or  if  the  $1,680  exempt  amount  were  increased.  !| 
Others  among  the  300,000  no  doubt  are  earning  all  that  they  can  earn.  !l 
There  are  about  100,000  persons  who  attained  age  65  in  1968  with  || 
1968  earnings  above  $1,680  who  had  no  benefits  witlilield  for  months  in  J 
or  after  the  month  of  attainment  of  age  65.  Generally,  this  was  so  be-  I 
cause  they  had  either  no  earnings  or  earnings  not  exceeding  $140  a  \ 
month  in  such  months.  I 


Another  group  of  about  600,000  are  earning  over  $1,680  and  are  \i 
getting  some  but  not  all  of  their  benefits.  Presumably  most  of  these  [ 
people  are  earning  all  that  they  can  earn.  \ 

The  remaining  800,000  people  are  earning  enough  over  $1,680  so  that 
no  benefits  are  payable  to  them.  Many  of  these  people  undoubtedly 
are  continuing  to  work  and  earn  as  much  as  they  ever  did.  If  the  re- 
tirement test  were  eliminated  they  then  could  get  full  benefits  without 
limiting  their  earnings  in  any  way. 

In  summary,  analysis  of  the  effect  of  the  retirement  test  on  older 
people  indicates  that  90  percent  of  the  people  eligible  for  benefits  are 
probably  not  affecteci  by  the  test  because  they  are  T2  or  older  or  are 
unable  or  unwilling  to  work  to  any  substantial  degree.  Thus,  any 
change  in  the  test,  including  its  elimination,  would  not  help  at  all  the 
vast  majority  of  people  who  are  eligible  for  benefits;  the  people  who 
would  benefit  from  elimination  or  liberalization  of  the  retirement  test 
would  be  those  who  continue  working  and  earning  relatively  substan- 
tial incomes. 


mum  OF  PEOPLE*  HFFECIEO  BY  REIIREMEHT  TEST 


Chart  1 


IN  T968 


NOT  AFFECTED  BY  TEST 
16.1  MILLION 


_/  ^  ^  \. 


AFFECTED  BY  TEST 
1.8  MILLION 


6.6  MILLION  WITH 
NO  EARNINGS 


1.2  MILLION  EARNINGS 
BELOW  $1400 


8.3  MILLION 
AGE  72  OR  OLDER 


*17.9  MILLION  ELIGIBLE  PEOPLE  AGED  65  AND  OLDER 

(AS  OF  JANllAUY  1,  1909) 


9 


III.  Analysis  of  Various  Changes  That  Could  Be  Made  in  the 

Retirement  Test 

the  monthly  test 

Under  present  law  the  monthly  part  of  the  retirement  test  permits 
the  payment  of  benefits,  regardless  of  the  amount  of  annual  earnings, 
for  any  month  in  which  a  person  neither  earns  wages  of  more  than 
$140  nor  renders  substantial  services  in  self -employment.  Under  this 
provision  a  person  can  have  very  high  earnings  in  one  month  and  get 
benefits  for  the  other  11  months  of  the  year.  This  situation  has  con- 
cerned the  Congress,  and  the  Committee  on  Ways  and  Means  in  par- 
ticular, over  the  years.  The  1960  study  of  the  retirement  test  was,  in 
fact,  prompted  by  that  Committee's  interest  in  the  monthly  test. 

The  1960  report  not  only  presented  information  on  the  results  of  the 
monthly  test  as  it  applied  to  high  wage  earners  but  also  considered  a 
special  test  for  people  with  relatively  high  earnings.  The  conclusions 
were  that  the  monthly  test  of  retirement  should  be  retained  and  that 
a  separate  test  for  beneficiaries  with  high  earnings  would  add  further 
complexities  to  an  already  complex  provision  and  would,  solely  on  the 
basis  of  high  earnings  over  a  short  time,  prevent  the  payment  of  bene- 
fits to  people  who  were  actually  retired. 

A  major  function  of  the  monthly  test  is  to  make  possible  the  pay- 
ment of  benefits  to  a  retired  worker  beginning  with  the  first  month  of 
his  retirement.  This  allows  payments  to  begin  as  soon  as  possible 
after  earnings  cease — when  the  need  for  benefits  arises.  Removal  of 
the  monthly  test  would  make  it  impossible  in  many  cases  to  pay  bene- 
fits promptly  upon  retirement.  So  far  as  is  known,  no  other  retirement 
system  operates  in  such  a  way. 

The  following  are  examples  of  what  would  occur  if  the  monthly  test 
were  eliminated : 

(a)  A  person  retires  at  the  end  of  August  1968  after  being  paid 
$4090  in  that  year.  His  social  security  benefit  amount  is  $150.  Because 
of  the  monthly  test  of  retirement,  his  benefit  j)ayments  begin  with 
September.  If  there  were  no  monthly  test,  the  first  benefit  for  this 
person  would  be  paid  February  3, 1969,  for  January  of  that  year.  Thus 
he  would  have  been  retired  for  5  months  before  he  got  a  social  security 
benefit. 

(h)  Since  people  move  in  and  out  of  employment  after  reaching 
retirement  age,  the  problem  is  not  confined  to  the  year  of  initial  retire- 
ment for  each  beneficiary.  A  person  getting  $135  a  month  in  benefits 
has  a  chance  to  take  a  job  in  January  paying  $150  a  week,  and  does 
so,  thinking  he  will  be  able  to  keep  on  working.  He  no  longer  gets 
benefits  and  spends  most  or  all  of  his  earnings  for  current  living  ex- 
penses. In  June  his  employer  goes  out  of  business,  and  he  is  unable  to 
get  another  job.  Since  in  the  first  6  months  of  the  year  he  has  earned 
$3900,  he  would  not  be  able  to  get  benefits  for  the  next  6  months  if 
there  were  no  monthly  test  of  retirement — and  he  would  have  no 
earnings. 

On  tlie  other  hand,  there  are  instances  in  which  the  monthly  test 
permits  the  payment  of  benefits  to  some  who  liave  not  really  altered 
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tlioir  work  pattern  and  thus  are  not  really  retired.  These  are  people 
whose  work  is  usually  carried  on  during  only  a  pat  of  the  year — people 
like  construction  workers,  teachers,  and  resort  owners.  The  following 
are  examples  of  how  this  can  occur : 

(a)  A  teacher  who  over  all  of  her  working  lifetime  has  worked  a 
9-  or  10-month  school  term  and  used  the  summer  for  vacation  applies 
for  social  securitv  retirement  benefits  at  age  65  but  does  not  alter  her 
jn-eretirement  work'  pattern.  Under  present  law  she  may  be  eligible 
for  2  or  possibly  even  :)  months'  benefits  during  the  summer. 

(b)  The  self-employed  owner  of  a  resort  earned  his  livelihood  be- 
fore age  (55  ])y  workiiig  8  months  of  the  year.  He  did  no  work  from 
October  through  January.  At  age  65  he  applies  for  social  security 
benefits  and  contimies  to  work  his  usual  8  months  in  the  year.  Without 
altering  his  preretirement  pattern  of  work,  he  can  get  social  security 
benefits  for  the  4  months  when  he  does  not  work. 

No  good  reason  related  to  the  purpose  of  the  social  security  program 
exists  for  paying  benefits  to  nonretired  teachers  or  seasonal  workers  for 
months  in  which  they  do  not  work.  These  people  have  not  incurred  any 
loss  of  income.  On  the  other  hand,  many  workers  whose  normal  work 
is  seasonal  do  work  at  other  jobs  during  their  off  season — in  fact,  for 
many  this  is  their  normal  way  of  life — and  if  such  a  person  gives  up 
one  of  his  jobs  in  his  old  age  he  has  partially  retired.  One  of  the  major 
difficulties,  then,  is  how  to  distinguish,  among  people  who  have  done 
seasonal  work,  those  who  are  in  effect  partially  retired  from  those  who 
are  not.  There  is  also  a  question  of  public  acceptance;  granted  that 
there  is  dissatisfaction  with  the  test  in  its  present  form,  it  could  be  very 
difficult  to  explain  why,  where  two  people  were  in  identical  situations, 
one  could  get  benefits  and  the  other  could  not. 

Nevertheless  various  alternatives  have  been  developed  to  deal  with 
the  situation  in  which  a  person  with  relatively  high  earnings  for  a 
few  montlis  of  the  year  is  able  to  get  retirement  benefits  for  the  balance 
of  the  year.  While  it  would  be  possible  to  solve  this  problem  by  estab- 
lishing a  retirement  test  entirely  on  an  annual  basis,  the  examples 
given  above  suggest  that  any  such  solution  would  be  undesirable.  The 
nearest  approach  to  a  satisfactory  alternative  is  outlined  below;  the 
Department  does  not,  hoAvever,  recommend  its  adoption. 

A  SEPARATE  RETIREMENT  TEST  FOR  PEOPLE  WITH  RELATIVELY  HIGH 

EARNINGS 

This  alternative  test  Avould  add,  on  top  of  the  present  retirement 
test,  a  ])rovision  that,  no  matter  how  little  a  person  worked  in  a  year, 
$1  in  benefits  Avould  be  withheld  for  each  $2  in  annual  earnings  above 
an  amount  equal  to  the  ceiling  on  earnings  that  are  subject  to  social 
security  contributions  and  are  counted  in  figuring  benefits  (now 
$7,800).  This  provision  would  i)revent  a  drop  in  income  as  a  result  of 
an  increase  in  earnings  above  the  ceiling  for  that  year.  At  the  same 
time  it  would  avoid  the  payment  of  benefits  to  people  whose  earnings 
were  very  liigh. 

The  following  examples  illustrate  how  this  alternative  would  work: 
(a)  A  famous  entertainer  retires  at  age  65  in  1969  and  becomes 
eligibh'  for  maximum  retirement  benefits  of  $160.50,  Pie  decides  to 
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make  a  single  appearance  after  his  retirement,  for  which  he  is  paid 
$12,000.  Under  the  monthly  test  in  present  law  he  can  collect  social 
security  benefits  for  11  months  of  the  year  $1,765.50)  because  he  has 
had  no  earnings  in  those  months.  Under  the  alternative,  an  amount 
equal  to  one-half  of  his  earnings  in  excess  of  $7,800  ($2,100)  would 
be  withheld  from  the  benefits  that  would  otherwise  be  payable  to  him. 
Since  $2,100  exceeds  the  $1,765.50  in  benefits  otherwise  payable,  he 
would  receive  no  benefits  for  the  year. 

(h)  A  corporation  executive  retires  at  age  65  at  the  end  of  Febru- 
ary 1969,  having  earned  $11,000  in  the  first  two  months  of  the  year. 
Under  present  law  he  can  collect  social  security  benefits  for  10  months 
of  the  year  ($1,605,  again,  as  in  paragraph  a  above,  assuming  maxi- 
mum retirement  benefits).  Under  the  alternative,  an  amount  equal  to 
one-half  of  his  earnings  in  excess  of  $7,800  ($1,600)  would  be  withheld 
from  the  benefits  otherwise  payable.  He  would  receive  only  $5  in 
social  security  benefits  for  the  balance  (10  months)  of  the  year  in 
which  he  retired. 

Table  2  gives  other  examples  of  the  benefits  that  would  be  payable 
under  this  alternative. 
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It  should  be  pointed  out  that  the  alternative  would  further  com- 
plicate an  already  quite  complicated  provision.  And  many  of  the  peo- 
ple who  would  be  adversely  affected  by  the  provision  would  be  people 
who  are  essentially  retired  within  the  normal  meaning  of  the  word. 

THE  ANNUAL  EXEMPT  x\M0UNT 

The  annual  exempt  amount^ — ^the  amount  of  earnings  a  person  can 
have  in  a  year  without  having  any  benefits  withheld — has,  over  the 
years,  been  the  element  of  the  retirement  test  that  has  elicited  the 
greatest  congressional  interest.  During  the  90th  Congress,  103  bills 
were  introduced  to  increase  the  exempt  amount.  The  interest  of  the 
general  public  has  also  centered  on  increasing  the  annual  exempt 
amount.  This  provision  of  the  test  has  been  subject  tO'  greater  pressures 
for  change  than  any  other. 

The  annual  exempt  amount  has  been  increased  from  $600  in  1951, 
when  an  annual  exempt  amount  was  first  used,  to  $1,680  in  1968.  Yet, 
since  1955  the  exempt  amount  has  not  increased  relative  to  earnings, 
and  in  fact  has  decreased  in  periods  between  statutory  increases  in  the 
amount.  Those  statutory  increases  had  the  effect  of  bringing  the 
amount  back  to  about  30  percent  of  the  median  earnings  of  male  w^ork- 
ers.  Table  3  shows  the  relationship  between  the  annual  exempt  amount 
and  the  median  annual  earnings  of  all  male  workers  in  covered  em- 
ployment in  1940  and  in  all  the  years  since  1951. 

It  is  impossible  to  determine  the  exact  amount  of  earnings  that  best 
distinguishes  between  retirement  and  nonretirement  at  a  given  time. 
The  retirement  test,  while  intended  to  prevent  the  payment  of  benefits 
to  people  who  have  substantial  earnings  from  w^ork,  is  also  intended 
to  interfere  as  little  as  possible  with  incentives  to  work.  Studies  in- 
dicate that  the  annual  exempt  amount  has  a  significant  effect  on  incen- 
tives to  work.  Chart  2,  based  on  a  one-percent  sample  of  beneficiaries 
under  the  1963  retirement  test  (which  had  a  $1,200  annual  exempt 
amount),  illustrates  rather  forcefully  the  fact  that  a  substantial  num- 
ber of  beneficiaries  subject  to  the  test  limited  their  earnings  to  the 
annual  exempt  amount  and  thus  got  their  full  benefits  for  the  year.  In 
contrast,  no  significant  number  of  people  among  those  not  subject  to 
the  test — those  age  73  and  older — was  clustered  at  any  particular  earn- 
ings level.  It  would  appear,  then,  that  the  annual  exempt  amount  is  a 
significant  factor  for  many  people  in  planning  their  work  for  the 
year.  Probably  many  people  simply  do  not  understand  the  application 
of  the  test  to  earnings  above  the  exempt  amount.  Others  are  no  doubt 
reluctant  to  earn  more  than  the  exempt  amount  since  $1  in  benefits 
is  withheld  for  each  $2  of  earnings  in  the  adjustment  band  and  people 
consider  themselves  to  be  working  at  half  pay  in  this  range.  There 
seems  to  be  no  doubt  that  the  greatest  deterrent  to  work  occurs  at  the 
exempt  amount. 

A  further  point  is  that  as  the  exempt  amount  is  raised,  more  people 
can  continue  working  for  substantially  the  same  wages  after  they 
start  getting  benefits  as  they  were  earning  before  their  benefits  began 
and  still  get  some  or  all  benefits  for  the  year.  This  happens  to  some 
extent  under  present  law^,  of  course,  but  if  the  exempt  amount  were 
increased  it  would  happen  in  more  cases.  For  example,  a  man  who 
qualifies  for  a  benefit  based  on  average  yearly  earnings  of  $4800  and 
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j  who  retires  at  age  65  in  1969  could — under  an  annual  exempt  amount 
of  $2400  and  a  $l-for-$2  reduction  band  to  $3600— earn  $4000  a  year 
'  after  retirement  and  still  get  $843.20  in  benefits  for  the  year.  His  in- 
'  come  would  actually  be  higher  than  before  he  "retired",  and  after 
j  taxes,  this  difference  would  be  accentuated,  since  the  $843.20  in  retire- 
I  ment  benefits  would  not  be  subject  to  Federal  taxes, 
j  Increasing  the  annual  exempt  amount  to  $2400  would  cost  0.29 
I  percent  of  taxable  payroll.  Increasing  it  to  $3600,  with  a  $l-for-$2 
i  reduction  band  to  $4800,  would  cost  0.64  percent  of  taxable  payroll — 
i  about  the  same  cost  as  abolition  of  the  test  for  those  age  65  and  older 
i  and  enough  to  finance  a  general  benefit  increase  of  more  than  6  per- 
1  cent.^  Yet  the  majority  of  social  security  beneficiaries  are  not  working, 
i  have  low  earnings,  or  are  age  72  or  older.  Most  of  these  would  not  be 
helped  at  all  by  an  increase  in  the  exempt  amount. 

This  is  not  to  say,  though,  that  it  would  be  unreasonable  to  increase 
:  the  exempt  amount  from  time  to  time  as  earnings  levels  rise.  This  has 
I  been  done  by  the  Congress  over  the  years.  Based  on  anticipated  in- 
creases in  earnings  in  1969-70,  it  is  estimated  that  an  increase  of  the 
j  annual  exempt  amount  to  $1800  effective  in  1970  would  maintain  the 
1  same  relationship  that  existed  in  1968  between  median  annual  earn- 
!  ings  and  the  annual  exempt  amount.  An  $1800  annual  exempt  amount 
j  with  a  $1200  $l-for-$2  adjustment  band  above  that  amount  would  cost 
0.05  percent  of  taxable  payroll ;  an  $1800  exempt  amrount  with  an  ad- 
I  justment  of  $3-for-$4  above  the  $l-for-$2  band  would  cost  0.07  per- 
!    cent  of  taxable  payroll. 

AUTOMATIC  ADJUSTMENT  OF  THE  EXEMPT  AMOUNT 

'  It  would  be  possible,  of  course,  to  establish  an  exempt  amount  that 
would  not  become  outdated  if  earnings  levels  continue  to  rise  in  the 
future  as  they  have  in  the  past.  This  could  be  done  by  providing  for 
an  automatic  adjustment  of  the  exempt  amount  to  rises  in  earnings 
levels.  If  the  exempt  amount  were  increased  under  such  a  provision, 
a  corresponding  increase  should  also  be  made  in  the  monthly  test  and 
in  the  $l-for-$2  adjustment  band.  Such  a  change  would  not  require 
new  financing.  As  earnings  levels  rise,  income  to  the  system  increases 
more  than  the  corresponding  benefit  liabilities,  and  the  excess  of  in- 
come would  more  than  cover  the  cost  of  adjusting  the  exempt  amount. 

Table  3  shows  how  the  median  earnings  of  all  male  workers  in 
employment  covered  hy^  the  social  security  program  have  increased 
since  1940,  as  well  as  estimated  amounts  for  futur^  years.  During  some 
periods  in  the  past,  the  exempt  amount  has  not  been  increased  fre- 
quently enough  to  adequately  reflect  increases  in  earnings  levels.  For 
example,  when  the  $1200  annual  exempt  amount  became  effective  in 
1955,  it  was  equal  to  about  36  percent  of  median  annual  earnings  of 
male  workers  in  covered  employment.  This  $1200  amount  was  not 
changed  until  after  1965,  when  the  relationship  had  dropped  to  about 
26  percent. 

1  If  the  test  were  abolished  for  all  social  security  beneficiaries,  rather  than  only  for 
those  age  65  and  over,  the  cost  would  be  0.70  percent  of  taxable  payroll — enough  to 
finance  a  benefit  increase  of  7  percent. 
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TABLE  3.— COMPARISON  OF  MEDIAN  EARNINGS  OF  ALL  MALE  WORKERS  IN  COVERED  EMPLOYMENT  WITH 
EXEMPT  AMOUNT  OF  THE  RETIREMENT  TEST   IN  SELECTED  YEARS 


Exempt  amount  as 

Median  annual 

percent  of  median 

Year 

earnings  of  all 

Annual  exempt 

earnings  of  all 

male  workers 

amount 

male  workers 

1940   

-  -    -  $935 

1  $179. 88 

19  2 

1951  

  .                       2, 838 

600.  00 

21. 1 

1952    

  3, 046 

900.  00 

29.  5 

1953   . 

3, 275 

900.  00 

27.  5 

1954  

  3, 263 

900.  00 

27.6 

1955    

  3,315 

1,200.  00 

36.2 

1956  

3, 546 

1,200.  00 

33.  8 

1957    

  3, 538 

1,200.  00 

33.9 

1958  

   3,516 

1,200.  00 

34. 1 

1959  

3,783 

1,200.  00 

31.7 

1960  

  3,879 

1,200.  00 

30.9 

1961  

  3, 936 

1,200.  00 

30.5 

1962    

4,132 

1,200.  00 

29.  0 

1963  

  4, 266 

1,200.  00 

28.  1 

1964  

  4,480 

1,200.  00 

26.8 

1965  

  4, 680 

1,200.  00 

25.6 

1966  

  4, 960 

1,  500.  00 

30.2 

1967  2  

  2  5,250 

1,  500.  00 

28.6 

1968  

  5, 500 

1,680.  00 

30.5 

1969  

  5,720 

1,680.  00 

29.4 

1970    

   5,980 

1,  680.  00 

28.  1 

1975  

  7, 440 

1,  680.  00 

22.6 

1  No  annua!  exempt  amount  was  provided  before  1951.  The  figure  shown  is  12  times  $14.99  the  monthly  exempt  amoun 
in  effect  through  1950. 

2  Figures  for  years  beginning  with  1967  are  based  on  estimates  of  the  Social  Security  Administration. 


ADJUSTMENT  OF  BENEFITS  WHERE  EARNINGS  EXCEED  THE  ANNUAL  EXEMPT 

AMOUNT 

Prior  to  the  1960  amendments,  one  month's  benefit  was  withheld  i 
for  each  $80  (or  portion  thereof)  of  earnings  above  the  annual  exempt  | 
amount.  Under  this  method  of  adjusting  benefits  above  the  annual  j 
exempt  amount,  it  was  possible  for  a  family  to  have  considerably  less  i 
in  total  income  as  a  result  of  the  worker's  employment,  since  an  \ 
amount  as  small  as  $1  could  cause  a  full  month's  benefits  for  the 
family  to  be  withheld.  As  already  noted,  this  situation  was  examined  i 
in  the  1960  retirement  test  study  and  recommendations  for  a  change  1 
were  made.  As  a  result,  the  1960  social  security  amendments  provided  i 
that  $1  in  benefits  would  be  withheld  for  each  $2  of  earnings  between  I 
the  $1,200  annual  exempt  amount  and  $1,500,  and  for  each  $1  of  earn-  ; 
ings  above  $1,500.  This  is  the  basic  adjustment  method  which  is  used 
today. 

While  the  1960  change  removed  an  inequity  in  the  retirement  test, 
it  has  not  been  entirely  satisfactory.  A  person's  total  income  can  still 
be  reduced  because  he  works  and  has  earnings  beyond  a  given  amount, 
since  for  each  $1  in  taxable  earnings  above  $2,880,  $1  in  tax-free  bene- 
fits is  withheld.  Thus,  a  man  who  works  and  earns  slighth^  above  $2,880 
will  actually  have  less  in  total  disposable  income  (bene&ts  plus  earn- 
ings after  taxes)  than  if  he  chooses  to  stop  working  when  he  has 
earned  $2,880. 

Chart  3  illustrates  the  effect  of  the  adqustment  band  on  the  dis- 
posable income  of  a  man  getting  a  retirement  benefit  of  $160.50 — the 
maximum  benefit  amount  payable  to  a  man  retiring  at  age  65  in  1969. 
It  should  be  pointed  out  that  the  example  shown  in  the  chart  does  not 
take  account  of  State  or  local  taxes  nor  expenses  incidental  to  work. 
Also,  the  10-percent  increase  in  Federal  income  taxes,  because  of  its 
temporary  nature,  has  not  been  included.  These  factors  would  further 
reduce  the  amount  of  disposable  income. 
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Extending  somewhat  the  upj^er  limit  of  the  $l-for-$2  reduction 
band  would  alleviate  the  situation,  since  fewer  people  would  be  ad- 
versely affected,  but  it  would  not  eliminate  the  possibility  of  a  person's 
havino-  less  total  disposable  income  as  a  result  of  working.  The  effect 
of  such  a  change  would  merely  be  to  raise  the  point  at  which  the 
anomaly  occurs.  If  the  $l-for-$2  band  in  present  law  were  extended 
from  $1,200  to,  say,  $1,800,  the  worker  with  low  or  average  earnings 
would  gain  by  working,  but  the  worker  with  higher  earnings  would 
not. 

To  eliminate  the  problem,  it  would  be  necessary  to  provide  for 
applying  another  adjustment  ratio  for  earnings  above  $2,880 — for 
example,  withholding  $3  in  benefits  for  each  $4  of  earnings  above 
$2,880,  or  extending  the  $l-for-$2  range  to  all  earnings  above  the 
exempt  amount.  A  $3-for-$4:  adjustment  for  earnings  above  $2,880 
would  cost  0.02  percent  of  taxable  payroll.  Such  a  change  would  gen- 
erally assure  that  a  person  who  had  earnings  above  $2,880  would  break 
even,  rather  than  suffer  a  reduction  in  disposable  income  as  under 
present  law.  Chart  3  shows  the  effect  a  $3-for-$4:  reduction  would  have 
on  disposable  income. 

On  the  other  hand,  as  illustrated  by  Chart  3,  if  the  present  $l-for-$2 
adjustment  band  were  extended  without  limit,  a  person  would  almost 
always  be  assured  of  an  increase  in  disposable  income  as  a  result  of 
working. 

Since  the  same  adjustment  would  apply  to  any  amount  of  earnings, 
a  straight  $l-for-$2  provision  would  make  the  test  somewhat  less 
complicated  than  it  is  now.  However,  it  would  result  in  benefit  pay- 
ments to  some  people  with  relatively  high  earnings.  This  change  would 
cost  0.03  percent  of  taxable  payroll. 

Liberalizing  the  adjustment  band  either  by  extending  the  $l-for-$2 
band  or  adding  a  $3-for-$4  band  on  top  of  it  will  not  help  people  with 
low  annual  earnings — earnings  under  $2,880.  It  seems  advisable,  then, 
that  an  increase  in  the  annual  exempt  amount,  which  would  benefit 
those  among  the  lower-paid  who  can  work,  be  considered  in  conjunc- 
tion with  any  change  in  the  adjustment  band. 

As  discussed  in  the  section  on  the  annual  exempt  amount,  there  is 
a  strong  tendency  on  the  part  of  beneficiaries  not  to  earn  above  the 
annual  exempt  amount  unless  they  have  substantial  earnings  above 
that  amount.  Chart  2  indicates  that  the  annual  exempt  amount  ap- 
pears to  haA^e  much  greater  significance  for  beneficiaries  than  the  other 
provisions  of  the  retirement  test.  It  seems  unlikely  that  any  significant 
percentage  of  beneficiaries  would  be  induced  to  substantially  increase 
their  earnings  above  the  exempt  amount  regardless  of  any  change 
made  in  the  provisions  for  determining  the  amount  of  benefits  to  be 
withheld  above  the  exempt  amount.  The  basic  reason  for  making  such 
a  change  is  to  assure  that  a  person's  income  would  generally  not  de- 
crease as  a  result  of  working.  Withholding  $3  in  benefits  for  each  $4 
in  earnings  above  the  upper  limit  of  the  $l-for-$2  band  w^ould  be  a 
relatively  inexpensive  way  (0.02  percent  of  taxable  payroll)  to  assure 
that  a  person's  income  would  generally  not  be  decreased  as  a  result 
of  his  work. 
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THE  AGE  AT  WHICH  THE  TEST  CEASES  TO  APPLY 

The  Social  Security  Amendments  of  1950  modified  the  retirement 
test  to  provide  that  people  age  To  and  older  could  get  benefits  regard- 
less of  the  amount  of  their  earnings ;  prior  to  that  time  the  test  was 
applied  without  regard  to  age.  The  age  was  reduced  to  72  by  the  1954 
amendments.  Although  congressional  interest  in  changing  the  retire- 
!  ment  test  has  focused  on  an  increase  in  the  annual  exempt  amount, 
I  there  has  also  been  some  congressional  interest  in  lowering  the  age 
j  at  which  people  are  not  subject  to  the  test. 

;  The  reason  the  retirement  test  no  longer  applies  when  a  person 
reaches  an  advanced  age  is  stated  in  the  report  of  the  Senate  Com- 
mittee on  Finance  on  the  Social  Security  Amendments  of  1954,  as 
follows : 

Under  present  law,  persons  age  75  and  over  are  exempted  from  the  retirement 
test  primarily  as  a  means  of  assuring  some  return  on  contributions  for  people 
who  continue  working  to  a  very  advanced  age  and  who  would  otherwise  draw 
very  little,  if  any,  payment  under  the  system. 

And,  of  course,  since  most  people  do  not  work  to  these  ages,  suspend- 
ing the  test  at  age  75  and  even  at  age  72  was  relatively  inexpensive.  A 
further  lowering  of  the  age  at  which  a  person  is  exempt  from  the  test 
might  reduce  somewhat  the  negative  reaction  that  the  test  engenders. 
The  retirement  test  is  sometimes  interpreted  to  mean  that  the  Govern- 
ment does  not  want  social  security  beneficiaries  to  work,  and  many 
people,  including  some  who  are  not  really  affected  by  the  test,  resent 
what  they  consider  an  unwarranted  restriction.  If  the  age  at  which 
benefits  could  be  paid  regardless  of  earnings  were  lowered  from  age  72, 
there  would  perhaps  be  less  objection  on  this  ground. 

On  the  other  hand,  the  lower  the  age  at  which  benefits  are  paid 
regardless  of  earnings,  the  more  people  there  will  be  who  are  working 
and  getting  benefits,  and  therefore,  of  course,  the  higher  the  cost.  To 
lower  from  72  to  70  the  age  at  which  a  person  would  be  exempted  from 
the  test  would  cost  0.11  percent  of  taxable  payroll ;  to  lower  it  from  72 
to  68  would  cost  0.26  percent. 

On  balance,  the  Department  believes  that,  because  of  the  substantial 
additional  cost  that  would  be  incurred,  a  proposal  to  lower  the  age  at 
which  the  test  no  longer  applies  should  have  low  priority. 

A  VARIABLE  EXEMPT  AMOUNT 

Another  possible  approach  to  amending  the  retirement  test  would  be 
to  provide  a  variable  exempt  amount.  Several  bills  were  introduced  by 
members  of  the  90th  Congress  to  provide  a  higher  annual  exempt 
amount  for  people  who  get  low  benefits. 

The  intent  of  this  type  of  proposal  is  to  allow  a  person  who  has  been 
dependent  on  covered  earnings  over  all  or  most  of  his  working  life- 
time, and  who  because  of  low  earnings  is  getting  low  benefits,  to  earn 
more  without  having  any  benefits  withheld  than  a  person  getting  high 
benefits.  Since  the  workers  getting  benefits  in  the  lower  ranges  pre- 
sumably have  less  margin  for  reduction  in  their  income  than  do  those 
getting  higher  benefits,  it  has  been  aligned  that  those  getting  low  bene- 
fits should  be  allowed  more  leeway  to  supplement  their  benefits  than 
those  who  get  high  benefits. 
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One  proposed  change  would  provide  that  the  annual  exempt  amount 
would  be  equal  to  $2,880  (the  point  in  j^resent  law  at  which  the  with- 
holding of  $1  in  benefits  for  each  $1  in  earnings  begins  to  take  effect) 
less  the  annual  benefit  amount.  If  the  exempt  amount  determined  in 
this  manner  were  less  than  the  $1,680  annual  exempt  amount  in  present 
law,  the  provisions  of  present  law  would  apply.  The  $l-for-$2  band 
would  extend  over  the  first  $1,200  above  the  annual  exempt  amount  as 
determined  above,  and  $1  in  benefits  would  be  withheld  for  each  $1  of 
earnings  thereafter. 

This  proposal  would,  in  effect,  provide  a  variable  exempt  amount 
vdiich  would  always  be  higher  than  the  exempt  amount  under  present 
law  for  people  getting  benefits  of  less  than  $1,200  a  year;  for  those 
getting  benefits  of  $1,200  a  year  or  more,  there  would  be  no  change 
from  present  law.  A  man  with  a  monthly  benefit  amount  of  $100 
($1,200  a  year)  could,  as  under  present  law,  have  earnings  of  $1,680  in 
a  year  ($2,880  minus  $1,200)  before  any  benefits  would  be  withheld. 
A  man  who  had  a  monthly  benefit  of  $90  ($1,080  a  year)  could  have 
earnings  of  $1,800  ($2,880  minus  $1,080)  before  any  benefits  would  be 
withheld. 

The  basic  objection  to  this  type  of  change  is  that  it  would  probably 
not  accomplish  its  purpose.  Since  social  security  benefits  are  based  on 
average  earnings,  most  people  who  have  worked  regularly  in  covered 
employment  during  most  of  their  working  lifetime  and  who  get  low 
benefits  do  so  primarily  because  they  had  low  earnings  before  retire- 
ment. But  if  they  could  not  earn  more  before  retirement,  it  is  quite  un- 
likely that  they  could  do  so  afterwards.  A  man  aged  65  retiring  in 
1969  whose  benefit  was  based  on  average  annual  earnings  of  $1,200 
would  get  benefits  of  $858  a  year;  he  would,  under  this  proposal,  have 
earnings  up  to  $2,022  ($2,880  less  $858)  and  still  get  all  of  his  benefits 
for  the  year;  but  if  he  could  earn  $2,000  a  year,  he  would  in  all  likeli- 
hood have  been  earning  that  much  before  retirement.  It  seems  reason- 
able to  assume  that  most  people  who  continue  to  work  after  "retire- 
ment" will  not  earn  more  than  they  earned  before,  in  which  case  the 
proposal  would  be  of  no  help  to  them.  Among  those  for  whom  this  par- 
ticular variable  exempt  amount  would  be  of  no  benefit  are  people  whose 
average  annual  earnings  are  at  the  level  of  $3,328,  the  lowest  wage  now 
payable  to  a  full-time  worker  under  the  minimum  wage  law. 

The  people  who  would  benefit  under  the  proposal  would  generally 
be  those  whose  major  employment  was  in  noncovered  work — Federal 
employees,  for  example — and  who  qualified  for  low  social  security  ben- 
efits through  part-time  work.  They  could,  after  retirement  from  their 
major  employment,  get  social  security  benefits — and  probably  other 
public  retirement  benefits — and  at  the  same  time  work  for  substantial 
earnings. 

If  a  variable  exempt  amount  were  provided,  it  would  seem  more  log- 
ical to  allow  a  person  who  had  higli  earnings  before  retirement  to  earn 
more  and  get  full  social  security  benefits  than  a  person  who  had  low 
earnings  before  retirement,  since  a  high  earner  who  significantly  cuts 
his  preretirement  earnings — say  to  25  percent — might  be  considered  as 
retired  as  a  low  earner  who  cuts  his  preretirement  earnings  by  the  same 
percentage.  For  exam])le  it  could  be  argued  that  a  person  who  reduces 
his  preretirement  earnings  of  $20,000  per  year  to  $5,000  per  year  is  just 
as  retired  as  a  person  who  reduces  his  preretirement  earnings  from 
$4,000  to  $1,000.  But  the  general  public  would  find  it  hard  to  under- 
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\  stand,  even  though  it  does  make  sense  in  a  wage-related  system,  why 
:  people  getting  higher  social  security  benefits  could  earn  more  than 
those  getting  lower  benefits.  In  effect,  there  would  appear  to  be  a  special 
:  retirement  test  favoring  one  group  of  beneficiaries — the  more  fortunate 
j  group — over  the  less  fortunate  group. 

I  The  Department  recommends  against  providing  any  type  of  variable 
j  exempt  amount  under  the  retirement  test. 

!  SPECIAL  PROVISIONS  FOR  CERTAIN  GROUPS 

;  Proposals  under  which  certain  employee  groups  or  specific  categories 
I  of  beneficiaries  would  be  exempt  from  the  retirement  test  have  been 
j  made,  and  a  few  bills  to  exempt  specific  groups  from  the  test  were 
introduced  in  the  last  Congress.  Groups  which  have  been  suggested  for 
I  exemption  include  widowed  mothers  with  children  in  their  care  and 
1  people  who  work  in  certain  jobs  that  contribute  to  the  general  welfare 
or  who  are  in  labor-short  industries." 

There  is  no  doubt  that  in  many  cases  a  widowed  motlier  with  chil- 
j  dren  in  her  care,  who  upon  the  death  of  the  father  of  the  family  is  faced 
I  with  added  responsibilities  and  less-than-normal  income,  has  prob- 
I  lems  meeting  her  living  expenses.  It  should  be  noted,  though,  that  even 
I  if  the  widowed  mother  works,  the  children  will  continue  to  get  their 
benefits.  Moreover,  the  economic  situation  of  most  other  social  secu- 
rity beneficiaries  is  in  general  no  better  than  that  of  widowed  mothers. 
Although  it  would  be  relatively  inexpensive  to  eliminate  the  test  for 
any  small  group — for  example,  0.04  percent  of  taxable  payroll  for 
mothers — it  would  be  difficult  to  justify  eliminating  the  test  for  that 
group  and  not  doing  the  same  for  other  groups,  many  of  whom  are 
faced  with  equal  or  greater  financial  difficulties. 

Proposals  that  certain  occupational  groups  be  exempted  from  the 
test  are  made  on  the  basis  that  they  would  help  alleviate  manpower 
shortages  in  occupations  that  are  essential  to  the  national  interest.  The 
idea,  of  course,  is  that  people  who  work  in  hard-to-fill  occupations,  such 
as  teaching  and  work  in  the  field  of  health  services,  should  have  their 
income  from  such  jobs  excluded  from  the  retirement  test  in  order  that 
they  will  continue  to  work. 

The  task  of  determining  which  occupational  groups  should  be  ex- 
empted from  the  retirement  test  would  be  a  difficult  one,  and  there  does 
not  appear  to  be  any  agreement  in  this  area.  Furthermore,  it  is  ques- 
tionable whether  exemption  from  the  retirement  test  would  have  any 
really  significant  effect  on  filling  such  jobs.  People  employed  in  occu- 
pations that  were  exempted  from  the  retirement  test  would  undoubt- 
edly be  encouraged  to  continue  w^ork  after  retirement  age,  since  they 
could  draw  full  benefits  in  addition  to  their  regular  work  income.  But 
it  would  be  extremely  difficult,  if  not  impossible,  to  determine  to  what 
extent  exemption  from  the  test  would  influence  workers  of  retirement 
age  who  were  not  employed  in  these  hard-to-fill  positions  to  seek  train- 
ing in  these  occupations,  or  to  what  extent  opportunities  would  be 
available  to  them.  A  $3-for-$4  band  in  place  of  the  $l-for-$l  band  in 
present  law  would  assure  that  a  beneficiary  would  not  have  less  in  dis- 
posable income  as  a  result  of  working  for  earnings  above  $2,880  than  if 
he  limited  his  earnings  to  $2,880  and  therefore  would  not  discourage 
people  from  continuing  to  work.  At  the  same  time  it  would  not  favor 
one  group  of  beneficiaries  over  others. 
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IV.  A  Delayed  Eetirement  Credit 

As  mentioned  earlier,  the  Congress  specifically  directed  the  Depart- 
ment, as  a  part  of  its  study  of  the  retirement  test,  to  examine  pro- 
posals to  pay  increased  retirement  benefits  to  people  who  delay  retire- 
ment beyond  age  65. 

Under  the  provisions  of  present  law  a  worker's  retirement  benefit  is 
based  on  his  average  monthly  earnings  over  a  specified  number  of 
years ;  the  period  used  is  generally  5  less  than  the  number  elapsing 
after  1950,  or  age  21,  if  later,  and  up  to  the  year  in  which  the  worker 
reaches  age  65  (62  for  a  woman).  The  law  also  provides  that  if  he 
has  years  of  higher  earnings  after  age  65  (62  for  a  woman),  these 
earnings  can  be  substituted  for  years  of  no  earnings  or  years  of  lower 
earnings  before  that  age  in  figuring  his  average  monthly  earnings, 
thereby  providing  for  him  a  higher  benefit  amount  than  would  other- 
wise be  possible.  Thus  a  worker  who  has  higher  covered  earnings  after 
retirement  age  than  he  had  in  earlier  years  does  get  higher  social 
security  benefits  because  of  his  earnings  after  retirement  age.  This 
provision  is  especially  helpful  for  people  who  earn  above  the  maxi- 
mum amount  creditable  under  social  security — at  present  $7800  a  year ; 
when  the  amount  of  earnings  that  can  be  credited  toward  benefits  is 
increased,  a  person  continuing  to  work  after  65  (62  for  a  woman)  for 
annual  earnings  of  more  than  were  previously  covered  can  substitute 
these  years  for  earlier  years  in  which  less  of  his  earnings  could  have 
been  credited. 

But  some  people  who  postpone  retirement  beyond  age  65 — or  who 
interrupt  their  retirement  to  return  to  work — get  benefits  no  larger 
than  if  they  had  retired  at  age  65,  despite  their  additional  contribu- 
tions and  the  fact  that  they  have  foregone  benefits  for  some  months. 
Many  people  resent  this.  It  has  been  argued  that  as  a  matter  of  equity 
people  who  work  after  65  should  get  higher  benefits  when  they  do 
retire. 

The  argument  for  providing  a  delayed  retirement  credit  as  a  matter 
of  equity  carries  weight  only  when  it  is  used  relative  to  two  people  of 
the  same  age  who  began  working  under  the  program  at  the  same  time. 
Not  all  people  who  continue  to  work  after  age  65  have  contributed  for 
a  longer  period  than  those  who  stop  work  at  65.  A  person  can  get  a 
full-rate  benefit  even  though  he  had  no  work  in  covered  jobs  before 
1956.  With  a  delayed  retirement  credit  he  would  get  additional  benefits 
if  he  worked  after  age  65  even  though  he  had  worked  under  social 
security  for  relatively  few  years;  yet  a  person  of  the  same  age  who 
had  contributed  to  the  program  since  1937  but  who  had  to  retire  at  age 
65  would  not  get  any  additional  benefits. 

A  major  consideration  regarding  a  delayed  retirement  credit  is  its 
cost.  If  the  credit  were  large  enough  to  compensate  the  average  person 
who  works  beyond  age  65  for  benefits  he  would  have  been  paid  if  he 
had  retired  at  age  65,  the  benefit  amount  payable  would  have  to  be 
increased  by  approximately  8  percent  for  each  year  of  delayed  retire- 
ment. The  cost  of  paying  these  higher  benefits  to  people  age  65  and 
over  would  be  about  0.65  percent  of  taxable  payroll — the  same  as  the 
cost  of  abolishing  the  retirement  test  for  people  age  65  and  older.  A 
credit  of  4  percent  for  each  year  of  delayed  retirement  would  cost 
0.32  percent.  Table  4  gives  examples  of  the  benefits  that  would  be 
payable  under  various  delayed  retirement  credit  proposals. 
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I      The  objective  of  paying  higher  social  security  benefits  for  all  those 

||  who  work  after  age  65  has  merit,  although  there  are  arguments  against 
it.  To  do  so  would  incur  a  high  cost,  yet  those  most  likely  to  be  affected 
to  any  significant  degree  by  the  credit  would  be  people  who  were  able 

;  to  get,  or  keep,  jobs  that  pay  rather  substantial  wages.  In  a  program 
designed  to  provide  a  partial  replacement  of  lost  earnings  there  does 

,  not  seem  to  be  any  good  rationale  for  providing,  at  considerable  ex- 
pense, a  higher  replacement  for  people  who  are  able  to  continue  work- 

Ij    ing  or  to  get  jobs  after  age  65  than  can  be  paid  to  people  who  have 

j  had  to  quit  working  at  age  65.  On  the  other  hand,  it  is  true,  of  course, 
that  providing  additional  benefits  for  continued  work  after  age  65 
would  increase  public  acceptance  of  the  program,  especially  among 

i  people  who  work  after  age  65.  The  Department  believes,  though,  that 
any  delayed  retirement  credit  should  have  a  relatively  low  priority 

j    until  benefit  levels  have  been  substantially  improved. 

!  TABLE  4— EXAMPLES  OF  MONTHLY  BENEFITS  PAYABLE  TO  A  MAN  AGE  65  IN  1968  UNDER  PRESENT  LAW  AND 
I  UNDER  4  PROPOSALS  FOR  A  DELAYED  RETIREMENT  CREDIT  i 


Monthly  benefit  amount 
With  annual  credit  equal  to 


Year  of  retirement  Present  law        3  percent        4  percent        6  percent         8  percent 

(a)  (b)  (c)  (d) 


1968     $156.00   

1969   162.80  5167.70  $169.40  $172.60  $175.90 

1970   168.40  178.60  181.90  188.70  195.40 

1971   174.10  189.80  195.00  205.50  215.90 

1972     179.70  201.30  208.50  222.90  237.20 

1973   184.20  211.90  221.10  239.50  257.90 

1974     189.90  224.10  235.50  258.30  281.10 

I     1975  -   195.00  236.00  249.60  276.90  304.20 


fi  '  Examples  assume  maximum  earnings  creditable  for  social  security  purposes  each  year.  From  1937  to  1950,  tne 
maximum  creditable  earnings  were  $3,000.  This  amount  was  raised  to  $3,600  in  1951,  to  $4,200  in  1955,  to  $4,800  in  1959, 
to  $6,600  in  1966,  and  to  $7,800  beginning  in  1968.  Examples  also  assume  that  the  man  retires  in  January  of  the  year 
shown. 

2  Under  proposal  (a)  benefits  computed  under  the  existing  provisions  of  the  law  would  be  increased  by  }4  of  1  percent 
for  each  month  for  which  a  full  benefit  is  withheld  under  the  retirement  test;  under  (b)  by  H  of  1  percent;  under  (c) 
by  1^  of  1  percent,  and  under  (d)  by  %  of  1  percent.  The  latter  is  the  amount  needed  to  fully  compensate  a  worker  for 
benefits  that  could  have  been  paid  if  he  had  not  worked  after  reaching  a^e  65. 

V.  The  Foreign  Work  Test 

Prior  to  1955,  the  retirement  test  applied  only  to  earnings  in  work 
covered  under  the  social  security  j^rogram ;  people  who  worked  in  non- 
covered  employment  could  continue  to  draw  their  social  security  bene- 
fits regardless  of  their  earnings.  Thus,  most  beneficiaries  working  out- 
side the  United  States  were  not  subject  to  the  retirement  test.  The 
1954  amendments  provided  that  earnings  from  any  type  or  employ- 
ment or  self -employment  in  the  United  States,  whether  or  not  covered, 
were  to  be  taken  into  account  in  determining  whether  benefits  should 
be  withheld.  However,  earnings  from  noncovered  work  outside  the 
I    United  States  were  excluded  in  determining  total  earnings  for  the 
;    annual  retirement  test.  Instead,  a  separate  test  Avas  devised  for  bene- 
j    ficiaries  who  worked  in  noncovered  jobs  outside  the  United  States. 
I    Under  this  test  benefits  are  withheld  for  any  month  in  which  a  bene- 
I    ficiary  engages  in  noncovered  renumerative  activity  (either  emplo}-- 
1    ment  or  self -employment)  outside  the  United  States  on  7  or  more 
I     different  calendar  days. 
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The  chief  reason  for  having  a  time  test  was  that  differences  in  the 
values  of  foreign  currencies  would  have  made  it  practically  impossible 
to  maintain  parity  between  domestic  and  foreign  beneficaries  if  a 
money  test  Avere  used.  Wliereas  a  specific  amount  of  earnings  derived 
from  a  particular  trade  in  one  country  might  represent  full-time  work, 
the  same  earnings  in  another  country  might  be  indicative  of  only  part- 
time  employment. 

The  domestic  retirement  test,  phrased  as  it  is  in  terms  of  dollars, 
has  been  updated  over  the  years  to  bring  it  into  accord  with  changing 
economic  conditions.  There  obviously  has  not  been  the  same  need  to 
update  the  7-day  foreign  work  test.  Nevertheless  the  question  has  been 
raised  whether  improvements  might  be  made  in  the  foreign  work  test. 
Work  as  an  employee  under  this  test  has  been  interpreted  to  include 
not  only  the  actual  performance  of  services,  but  the  employment  rela- 
tionship itself.  Thus  an  employee  is  considered  to  be  working  if,  under 
an  employment  relationship,  the  performance  of  services  is  contem- 
plated or  the  employee  has  agreed  to  be  available  for  work. 

For  those  people  who  work  and  earn  substantial  amounts,  the  7-day 
work  test  is  reasonably  equitable.  There  are,  however,  certain  cate- 
gories of  beneficiaries  who,  although  they  earn  very  little,  are  ad- 
versely affected  by  the  7 -day  test — apprentices  and  small  farmers,  for 
example.  The  Department  is  continuing  to  study  these  situations  to  de- 
termine what,  if  any,  changes  should  be  made  in  the  provisions  of 
the  foreign  work  test ;  it  has  no  proposals  to  make  at  this  time. 
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Appendix  A 

COST  OF  RETIREMENT  TEST  PROPOSALS 


Proposal 


Cost  as 

Monthly  percent  of 

Annual  exempt  amount  test  Adjustmentforearningsaboveexemptabove  payroll 


1.  $1,740....                                               $145  $1  for  $2  for  1st  $1,200  (to  $2,940),  $1  for  $1  0.03 

above  $2,940. 

2.  $1,800....                                                150  $1  for  $2  for  1st  $1,200  (to  $3,000),  $1  for  $1  .05 

above  $3,000. 

3.  $1,800                                                        150  $1  for  $2  for  1st  $1,200  (to  $3,000),  $3  for  $4  .07 

above  $3,000. 

4.  $1,800-                                                    150  $1  for  $2  above  $1,800   .08 

5.  $2,100                                                     175  $1  for  $2  for  1st  $1,200  (to  $3,300),  $1  for  $1  .17 

above  $3,300. 

6.  $2,400                                                       200  $1  for  $2  for  1st  $1,200  (to  $3,600),  $1  for  $1  .29 

above  $3,600. 

7.  $3,600                                                     300  $1  for  $2  for  1st  $1,200  (to  $4,800),  $1  for  $1  .64 

above  $4,800. 

8.  Eliminate  test  for  mothers     .04 

9.  Eliminate  test  for  children         .01 

10.  Eliminate  test  at  age  70        .11 

11.  Eliminate  test  at  age  68....        .26 

12.  Eliminate  test  at  age  65        .65 

13.  Eliminate  test  entirely.       .70 
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Appendix  B 
Cost  of  delayed  retirement  credit  proposals 

Cost  as  percent 

Proposal  of  payroll 

1.  Delayed  retirement  credit  of  i/4  of  1  percent  of  the  worker's  benefit 

amount  for  each  month  retirement  is  delayed  beyond  age  65.  Depend- 
ents' benefits  would  be  increased  proportionately   0.  24 

2.  Same  as  No.  1  except  credit  is  %  of  1  percent  for  each  month   .  32 

3.  Same  as  No.  1  except  credit  is  %  of  1  percent  for  each  month   .  48 

4.  Delayed  retirement  credit  large  enough  to  compensate  for  the  full 

amount  of  benefits  foregone  by  delaying  retirement  beyond  age  65  ( % 
of  1  percent  for  each  month),  with  corresponding  increase  in  depend- 
ents' benefits   .  65 
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Draft  of  Proposed  Legislation 

A  BILL  To  amend  title  II  of  the  Social  Security  Act  to  increase  the  amount  of  earnings 
permitted  each  year  without  deductions  from  benefits  thereunder 

Be  at  enacted  T)y  the  Senate  and  House  of  Representatives  of  the  United  States 
of  America  in  Congress  assembled,  That  (a)  paragraphs  (1),  (3),  and  (4)(B) 
of  section  203(f)  of  the  Social  Security  Act  are  each  amended  by  striking  out 
"$140"  and  inserting  in  lieu  thereof  "$150  or  the  exempt  amount  (determined  as 
provided  in  paragraph  (8)  of  this  subsection) ." 

(b)  Paragraph  (1)  (A)  of  section  203(h)  of  such  Act  is  amended  by  striking 
out  "$140"  and  inserting  in  lieu  thereof  "$150  or  the  exempt  amount  (determined 
as  provided  in  paragraph  (8)  of  subsection  (f )  of  this  section) ". 

(c)  Paragraph  (3)  of  section  203 ( f )  of  such  Act  is  further  amended  by  striking 
out  "except  that  of  the  first  $1,200  of  such  excess  (or  all  such  excess  if  it  is  less 
than  $1,200),  an  amount  equal  to  one-half  thereof  shall  not  be  included."  and  in- 
serting in  lieu  thereof  the  following :  "except  that  there  shall  not  be  included  in 
such  excess — 

"(A)  50  percent  of  the  first  $1,200  of  such  excess  (or  50  percent  of  all  of 
such  excess  if  it  is  less  than  $1,200) ,  and 

"(B)  (if  such  excess  is  greater  than  $1,200)  25  percent  of  the  difference 
between  such  excess  and  $1,200." 

(d)  Subsection  (f)  of  section  203  of  such  Act  is  amended  by  adding  at  the 
end  thereof  the  following  new  paragraph  : 

"(8)  (A)  Between  July  1  and  November  1  of  1971  and  each  odd-numbered 
year  thereafter,  the  Secretary  shall  determine  and  promulgate  the  exempt 
amount  (as  defined  in  subparagraph  (B))  for  each  month  in  the  taxable 
years  ending  (i)  in  the  next  succeeding  odd-numbered  year  and  (ii)  in  the 
year  following  the  year  specified  in  clause  ( i ) . 

"(B)  The  exempt  amount  for  each  month  of  a  particular  taxable  year 
shall  be  whichever  of  the  following  is  the  highest : 

"(i)  the  product  of  $150  and  the  ratio  of  (I)  the  average  taxable 
wages  of  all  persons  for  whom  taxable  wages  were  reported  to  the  Sec- 
retary for  the  first  calendar  quarter  of  the  calendar  year  in  which  a 
determination  under  subparagraph  (A)  is  made  to  (II)  the  average  of 
the  taxable  wages  of  all  persons  for  whom  wages  were  reported  to  the 
Secretary  for  the  first  calendar  quarter  of  1970 ;  such  product,  if  not  a 
multiple  of  $10,  shall  be  rounded  to  the  nearest  multiple  of  $10,  or 

"  (ii)  the  exempt  amount  for  each  month  in  the  taxable  year  beginning 
in  the  year  preceding  the  year  specified  in  clause  (i)  of  subparagraph 
(A),  or 
"(iii)  $150." 

(e)  The  amendments  made  by  this  Act  shall  apply  with  respect  to  taxable 
years  ending  after  December  1969. 

o 
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Message  from  The  President  of 
the  United  States  transmitting 
Proposed  Reforms  in  the  Social 
Security  System^  House  of  Repre- 
sentatives, Document  No •  91-163 • 


i 


I, 


91sT  Congress  )  HOUSE  OF  EEPEESENTATIYES  j  Document 
IstSession      J  \  No.  91-163 


EEFORMS  IN  SOCIAL  SECURITY 


MESSAGE 

FROM 

THE  PRESIDENT  OE  THE  UNITED  STATES 

TRANSMITTING 

PROPOSED  REFORMS  IN  THE  SOCIAL  SECURITY  SYSTEM 


September  25,  1969. — Referred  to  the  Committee  on  Ways  and  Means 
and  ordered  to  be  printed 


To  the  Congress  of  the  United  States: 

This  nation  must  not  break  faith  with  those  Americans  who  have  a 
right  to  expect  that  Social  Security  payments  will  protect  them  and 
their  families. 

The  impact  of  an  inflation  now  in  its  fourth  year  has  undermined 
the  value  of  every  Social  Security  check  and  requires  that  we  once 
again  increase  the  benefits  to  help  those  among  the  most  severely 
victimized  by  the  rising  cost  of  living. 

I  request  that  the  Congress  remedy  the  real  losses  to  those  who 
now  receive  Social  Security  benefits  by  increasing  payments  by  10 
per  cent. 

Beyond  that  step  to  set  right  today's  inequity,  I  propose  that  the 
Congress  make  certain  once  and  for  aU  that  the  retired,  the  disabled 
and  the  dependent  never  again  bear  the  brunt  of  inflation.  The  way  to 
prevent  future  unfairness  is  to  attach  the  benefit  schedule  to  the  cost  of 
living. 

This  will  instill  new  security  in  Social  Security.  This  will  provide 
peace  of  mind  to  those  concerned  with  their  retirement  years,  and  to 
their  dependents. 

By  acting  to  raise  benefits  now  to  meet  the  rise  in  the  cost  of  living, 
we  keep  faith  with  today's  recipients.  By  acting  to  make  future 
benefit  raises  automatic  with  rises  in  the  cost  of  living,  we  remove 
questions  about  future  years;  we  do  much  to  remove  this  system  from 
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biennial  politics;  and  we  make  fair  treatment  of  beneficiaries  a  matter  'j 
of  certaint^^  rather  than  a  matter  of  hope.  I 

In  the  34  years  since  the  Social  Security  program  was  first  estab-  | 
lished,  it  has  become  a  central  part  of  life  for  a  growdng  number  of 
Americans.  Today  approximately  25  million  people  are  receiving  cash  [ 
payments  from  this  source.  Three-quarters  of  these  are  older  Ameri- 
cans; the  Social  Security  check  generally  represents  the  greater  part 
of  total  income.  Millions  of  younger  people  receive  benefits  under  the 
disabilit}^  or  survivor  provisions  of  Social  Security. 

Almost  all  Americans  haA^e  a  stake  in  the  soundness  of  the  Social  t 
Security  system.  Some  92  million  workers  are  contributing  to  Social  |l 
Security  this  year.  About  80  per  cent  of  Americans  of  working  age  are  i 
protected  by  disability  insurance  and  95  per  cent  of  children  and  - 
mothers  have  survivorship  insurance  protection.  Because  the  Social 
Security  program  is  an  essential  part  of  life  for  so  many  Americans, 
we  must  continually  re-examine  the  program  and  be  prepared  to  make 
improvements.  ^ 

Aiding  in  this  Administration's  review  and  evaluation  is  the  Ad-  |' 
visory  Council  on  Social  Securit}^  which  the  Secretary  of  Health,  |. 
Education  and  Welfare  appointed  in  May.  For  example,  I  will  look  k 
to  this  Council  for  recommendations  in  regard  to  working  women;  J 
changing  work  patterns  and  the  increased  contributions  of  working 
women  to  the  system  may  make  present  law  unfair  to  them.  The 
recommendations  of  this  Council  and  of  other  advisers,  both  within  f 
the  Government  and  outside  of  it,  will  be  important  to  our  planning,  i 
As  I  indicated  in  my  message  to  the  Congress  on  A])ril  14,  improvement  f 
in  the  Social  Security  program  is  a  major  objective  of  this  Adminis-  t 
tration.  | 

There  are  certain  changes  in  the  Social  Security  program,  however,  I 
for  which  the  need  is  so  clear  that  they  should  be  made  without  await- 
ing the  findings  of  the  Advisory  Council.  The  purpose  of  this  message  \\ 
is  to  recommend  such  changes.  ! 

/  propose  an  across-the-board  increase  of  10%  in  Social  Security  \ 
benefits,  efifective  with  checks  mailed  in  April  1970,  to  make  up  for  ii 
increases  in  the  cost  of  living.  1 

I  propose  that  f  uture  benefits  in  the  Social  Security  system  be  auto-  p 
matically  adjusted  to  account  for  increases  in  the  cost  of  living.  I- 

I  propose  an  increase  from  $1680  to  $1800  in  the  amount  beneficiaries  ). 
can  earn  annually  without  reduction  of  their  benefits,  efifective  January  1,  f 
1971.  ^     _  \ 

I  propose  to  eliminate  the  one-dollar-for-one-dollar  reduction  in  benefits 
for  income  earned  in  excess  of  $2880  a  year  and  replace  it  by  a  one  dollar  ^ 
reduction  in  benefits  for  every  two  dollars  earned,  which  now  applies  at  [ 
earnings  levels  between  $1680  and  $2880,  also  efifective  January  1,  1971.  \ 

I  propose  to  increase  the  contribution  and  benefit  base  from  $7800  to  ^ 
$9000,  beginning  in  1972,  to  strengthen  the  system,  to  help  keep  future  ; 
benefits  to  the  individual  related  to  the  growth  of  his  wages,  and  to  meet  v 
part  of  the  cost  of  the  improved  program.  From  then  on,  the  base  will  f 
automatically  be  adjusted  to  reflect  wage  increases.  1 

I  propose  a  series  of  additional  reforms  to  emure  more  equitable  J 
treatment  for  widows,  recipients  above  age  72,  veterans,  for  persons  v 
disabled  in  childhood  and  for  the  dependent  parents  of  disabled  and  k 

retired  workers.  [ 

f; 
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i  I  emphasize  that  the  suggested  changes  are  only  first  steps,  and 
i  that  further  recommendations  will  come  from  our  review  process. 
I  The  Social  Security  system  needs  adjustment  now  so  it  will  better 
I  serve  people  receiving  benefits  today,  and  those  corrections  are  rec- 
ommended in  this  message.  The  system  is  also  in  need  of  long-range 
i  refoim,  to  make  it  better  serve  those  who  contribute  now  for  benefits 
j  in  future  years,  and  that  will  be  the  subject  of  later  recommendations. 

I  The  Benefit  Increase 

\  With  the  increase  of  10%,  the  average  family  benefit  for  an  aged 
I  couple,  both  receiving  benefits,  would  rise  from  $170  to  $188  a  month. 
\  Further  indication  of  the  impact  of  a  10  per  cent  increase  on  monthly 
I  benefits  can  be  seen  in  the  following  table: 


Present 

New 

Present 

New 

minimum 

minimum 

maximum 

maximum 

Single  person  (a  man  retiring  at  age  65  in  1970)_   

$55.  00 

$51.00 

$165.  00 

$181.50 

iVIarried  couple  (liusband  retiring  at  age  65  in  1970)  

82.50 

91.50 

247.  50 

272.30 

I  The  proposed  benefit  increases  will  raise  the  income  of  more  than 
j  25  million  persons  who  will  be  on  the  Social  Security  rolls  in  April, 
'  1970.  Total  budget  outlays  for  the  first  full  calendar  year  in  which  the 
i  increase  is  effective  will  be  approximately  $3  billion. 

'  Automatic  Adjustments 

Benefits  will  be  adjusted  automatically  to  reflect  increases  in  the 
cost  of  living.  The  uncertainty  of  adjustment  under  present  laws  and 
the  delay  often  encountered  when  the  needs  are  already  apparent  is 

,  unnecessarily  harsh  to  those  who  must  depend  on  Social  Security 

I  benefits  to  live. 

j  Benefits  that  automatically  increase  with  rising  living  costs  can  be 
funded  without  increasing  Social  Security  tax  rates  so  long  as  the 
amount  of  earnings  subject  to  tax  reflects  the  rising  level  of  wages. 
Therefoi-e,  I  propose  that  the  wage  base  be  automatically  adjusted  so 
that  it  corresponds  to  increases  in  earnings  levels. 

These  automatic  adjustments  are  interrelated  and  should  be 
enacted  as  a  package.  Taken  together  they  will  depoliticize,  to  a 
certain  extent,  the  Social  Security  system  and  give  a  greater  sta- 
bility to  what  has  become  a  cornerstone  of  our  society's  social  insurance 
system. 

Reforming  the  System 

I  propose  a  series  of  reforms  in  present  Social  Security  law  to  achieve 

new  standards  of  fairness.  These  would  provide: 

1.  An  increase  in  benefits  to  a  widow  who  begins  receiving  her  benefit 

at  age  65  or  later.  The  benefit  would  increase  the  current  82^%  of  her 

husband's  benefit  to  a  fufl  100  %.  This  increased  benefit  to  widows 
j  would  fulfill  a  pledge  I  made  a  year  ago.  It  would  provide  an  average 
\  increase  of  $17  a  month  to  almost  three  million  widows. 
I  2.  Non-contributory  earnings  credits  of  about  $100  a  month  for  mili- 
\tary  semice  from  January,  1957  to  December,  1967.  During  that 
I  period,  individuals  in  military  service  were  covered  under  Social 

Security  but  credit  was  not  given  for  ''wages  in  khid" — room  and 
j  board,  etc.  A  law  passed  in  1967  corrected  this  for  the  future,  but  the 
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men  who  served  from  1957  (when  coverage  began  for  servicemen) 
to  1967  should  not  be  overlooked. 

3.  Benefits  for  the  aged  parents  of  retired  and  disabled  workers. 
Under  present  law,  benefits  are  payable  only  to  the  dependent  parents 
of  a  worker  who  has  died;  we  would  extend  this  to  parents  of  workers 
who  are  disabled  or  who  retire. 

4.  Child's  insurance  benefits  for  life  if  a  child  becomes  permanently 
disabled  before  age  22.  Under  present  law,  a  person  must  have  be- 
come disabled  before  age  18  to  qualify  for  these  benefits.  The  pro- 
posal would  be  consistent  \Yith  the  pa3^ment  of  child's  benefit  to  age 
22  so  long  as  the  child  is  in  school. 

5.  Benefits  in  fidl  imid  to  persons  over  72,  regardless  of  the  amount 
of  liis  earnings  in  the  year  he  attams  that  age.  Under  present  law,  he 
is  bound  by  often  confusing  tests  which  may  limit  his  exemption. 

6.  A  fairer  means  oj  determining  benefits  payable  on  a  man's  earnings 
record.  At  present,  men  who  retire  at  age  62  must  compute  their 
average  earnings  through  three  years  of  no  earnings  up  to  age  65, 
thus  lowering  the  retirement  benefit  excessively.  Under  this  proposal, 
only  the  years  up  to  age  62  would  be  counted,  just  as  is  now  done  for 
women,  and  three  higher-earning  years  could  be  substituted  for  low- 
earning  years. 

Changes  in  the  Retirement  Test 

A  feature  of  the  present  Social  Security  law  that  has  drawn  much 
criticism  is  the  so-called  ''retu;;ement  test,"  a  provision  which  limits 
the  amount  that  a  beneficiary  can  earn  and  still  receive  full  benefits. 
I  have  been  much  concerned  about  this  provision,  particularly  about 
its  effects  on  mcentives  to  work.  The  jDresent  retirement  test  actually 
penalizes  Social  Secmity  beneficiaries  for  doing  additional  work  or 
taking  a  job  at  higher  pay.  This  is  wrong. 

In  my  view,  many  older  people  should  be  encouraged  to  work. 
Not  only  are  they  pro^dded  with  added  income,  but  the  country 
retains  the  benefit  of  their  skills  and  Avisdom;  they,  in  tm-n,  have  the 
feeling  of  usefulness  and  participation  which  employment  can  proA'ide. 

This  is  why  I  am  recommending  changes  in  the  retirement  test. 
Raising  the  amount  of  money  a  person  can  earn  in  a  year  without  affect- 
ing his  Social  Security  payments — from  the  present  $1680  to  $1800 — 
is  an  important  first  step.  But  under  the  approach  used  in  the  present 
retirement  test,  'people  who  earned  more  than  the  exem.pt  amount  of 
$1680,  plus  $1200,  would  continue  to  have  $1  in  Social  Security  bene- 
fits AA'ithhelc]  for  every  $1  thej  received  in  earnings.  A  necessary  second 
step  is  to  elimimite  from  ]n-esent  law  the  requirement  that  when  earn- 
ings reach  $1200  above  the  exempt  amount,  Social  Security  benefits 
will  be  reduced  b}'  a  full  dollar  for  every  dollar  of  added  earnings  until 
all  his  benefits  are  withheld  ;  in  eft'ect,  we  impose  a  tax  of  more  than 
100%  on  these  earnings. 

To  avoid  this,  I  woidd  eliminate  this  $1  reduction  for  each  $1 
earned  and  replace  it  \\ith  the  same  $1  reduction  for  each  $2  earned 
above  $3000.  This  change  will  reduce  a  disincentive  to  increased  em- 
l)loyment  that  arises  under  the  retirement  test  in  its  present  form. 

The  amount  a  retired  person  can  earn  and  still  receive  his  benefits 
should  also  increase  automatically^  with  the  earnings  level.  It  is  sound 
l)o]icy  to  keep  the  exempt  amount  related  to  changes  in  the  general 
level  of  earnings. 
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;       These  alterations  in  the  retirement  test  would  result  in  added 
i    benefit  payments  of  some  $300  milUon  in  the  first  full  calendar  year. 
!    Approximately  one  million  people  would  receive  this  money — some 
!   who  are  now  receiving  no  benefits  at  all  and  some  who  now  receive 
benefits  but  who  would  get  more  under  this  new  arrangement.  These 
i    suggestions  are  not  by  any  means  the  solution  to  all  the  problems  of 
the  retirement  test,  however,  and  I  am  asking  the  Advisory  Council 
on  Social  Secuiity  to  give  particular  attention  to  this  matter. 

1    Contribution  and  Benefit  Base 

I  The  contribution  and  benefit  base — the  annual  earnings  on  which 
I  Social  Security  contributions  are  paid  and  that  can  be  counted  toward 
i  Social  Security  benefits — has  been  increased  several  times  since  the 
j  Social  Security  program  began.  The  further  increase  I  am  recom- 
mending— from  its  present  level  of  $7800  to  $9000  beginning  January 
j  1,  1972 — will  produce  approximately  the  same  relationship  between 
the  base  and  general  earnings  levels  as  that  of  the  eaily  1950s.  This 
I  is  important  since  the  goal  of  Social  Security  is  the  replacement,  in 
I  part,  of  lost  earnings;  if  the  base  on  which  contributions  and  benefits 
j  are  figured  does  not  rise  with  earnings  increases,  then  the  benefits 
I  deteriorate.  The  future  benefit  increases  that  will  result  from  the 
!  higher  base  I  am  recommending  today  would  help  to  prevent  such 
i  deterioration.  These  increases  would,  of  course,  be  in  addition  to 
'  those  which  result  from  the  10%  across-the-board  increase  in  benefits 
that  is  intended  to  bring  them  into  line  ^vith  the  cost  of  living. 

Financing 

I  recommend  an  acceleration  of  the  tax  rate  scheduled  for  hospital 
insurance  to  bring  the  hospital  insurance  trust  fund  into  actuarial 
I  balance.  I  also  propose  to  decelerate  the  rate  schedule  of  the  old-age, 
survivors  and  disability  insurance  trust  funds  in  current  law.  These 
funds  taken  together  have  a  long-range  surplus  of  income  over  outgo, 
which  will  meet  much  of  the  cost.  The  combined  rate,  known  as  the 
"social  security  contribution,"  already  scheduled  by  statute,  will  be 
decreased  from  1971  through  1976.  Thus,  in  1971  the  currently 
scheduled  rate  of  5.2%  to  be  paid  by  employees  would  become  5.1%, 
and  in  1973  the  currently  scheduled  rate  of  5.65%  would  become  5.5%. 
The  actuarial  integxity  of  the  two  funds  will  be  maintained,  and  the 
ultimate  tax  rates  will  not  be  changed  in  the  rate  schedules  which  will 
be  proposed. 

The  voluntary  supplementary  medical  insurance  (SMI)  of  title 
XVIII  of  the  Social  Security  Act,  often  referred  to  as  part  B  Medicare 
coverage,  is  not  adequately  finaiiced  with  the  current  $4  premium. 
Our  preliminary  studies  indicate  that  there  will  have  to  be  a  sub- 
stantial increase  in  the  premium.  The  Secretary  of  Health,  Education 
and  Welfare  will  set  the  premium  rate  in  December  for  the  fiscal  year 
beginning  July  1970,  as  he  is  required  to  do  by  statute. 
I      To  meet  the  rising  costs  of  health  care  in  the  United  States,  this 
■   Administration  will  soon  forward  a  Health  Cost  Control  proposal  to 
I   the  Congress.  Other  administrative  measures  are  already  being  taken 
i   to  hold  down  spiraling  medical  expenses. 

j      In  the  coming  months,  this  Administration  will  give  careful  study 
to  ways  in  which  we  can  further  improve  the  Social  Security  program. 

I 
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The  program  is  an  established  and  important  American  institution,  a 
foundation  on  which  millions  are  able  to  build  a  more  comfortable 
life  than  would  othen\i.se  be  possible — after  theii^  retirement  or  in  the 
event  of  disability  or  death  of  the  family  earner. 

The  recommendations  I  propose  today,  which  I  urge  the  Congress 
to  adopt,  will  move  the  cause  of  Social  Security  forward  on  a  broad 
front. 

We  will  brmg  benefit  payments  up  to  date. 

We  will  make  sure  that  benefit  payments  stay  up  to  date,  auto- 
matically tied  to  the  cost  of  Hvuig. 

We  Adll  begin  making  basic  reforms  m  the  system  to  remove 
inequities  and  bring  a  new  standard  of  fairness  m  the  treatment  of 
all  Americans  m  the  system. 

And  'e  \^ill  lay  the  groundwork  for  further  study  and  improvement 
of  a  system  that  has  served  the  country  well  and  must  serve  future 
generations  more  fairly  and  more  responsively. 

Richard  Xixox. 

The  White  House,  September  25,  1969. 
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i  MESSAGE  ON  SOCIAL  SECURITY 

The  White  House 
j      To  the  Congress  of  the  United  States : 

I  This  Nation  must  not  break  faith  with  those  Americans  who  have 
I  a  right  to  expect  that  Social  Security  payments  will  protect  them  and 
I     their  families. 

I        The  impact  of  an  inflation  now  in  its  fourth  year  has  undermined 
I     the  value  of  every  Social  Security  check  and  requires  that  we  once 
again  increase  the  benefits  to  help  those  among  the  most  severely  vic- 
timized by  the  rising  cost  of  living. 

I  request  that  the  Congress  remedy  the  real  losses  to  those  who  now 
I  receive  Social  Security  benefits  by  increasing  payments  by  10  percent, 
i  Beyond  that  step  to  set  right  today's  inequity,  I  propose  that  the 
I  Congress  make  certain  once  and  for  all  that  the  retired,  the  disabled 
!  and  the  dependent  never  again  bear  the  brunt  of  inflation.  The  way  to 
prevent  future  unfairness  is  to  attach  the  henefit  schedule  to  the  cost 
of  living. 

This  will  instill  new  security  in  Social  Security.  This  will  provide 
peace  of  mind  to  those  concerned  with  their  retirement  years,  and  to 
their  dependents. 

I  By  acting  to  raise  benefits  now  to  meet  the  rise  in  the  cost  of  living, 
we  keep  faith  with  today's  recipients.  By  acting  to  make  future  benefit 
raises  automatic  with  rises  in  the  cost  of  living,  we  remove  questions 
about  future  years ;  we  do  much  to  remove  this  system  from  biennial 
politics ;  and  we  make  fair  treatment  of  beneficiaries  a  matter  of  cer- 
tainty rather  than  a  matter  of  hope. 

In  the  34  years  since  the  Social  Security  program  was  first  estab- 
lished, it  has  become  a  central  part  of  life  for  a  growing  number  of 
Americans.  Todav  approximately  25  million  people  are  receiving  cash 
payments  from  this  source.  Three-quarters  of  these  are  older  Ameri- 
cans; the  Social  Security  check  generally  represents  the  greater  part 
,  of  total  income.  Millions  of  younger  people  receive  benefits  under  the 
disability  or  survivor  provisions  of  Social  Security. 

Almost  all  Americans  have  a  stake  in  the  soundness  of  the  Social 
Security  system.  Some  92  million  workers  are  contributing  to  Social 
Security  this  year.  About  80  percent  of  Americans  of  working  age  are 
protected  by  disability  insurance  and  95  percent  of  children  and 
mothers  have  survivorship  insurance  protection.  Because  the  Social 

I     Security  program  is  an  essential  part  of  life  for  so  many  Americans, 

I     we  must  continually  reexamine  the  program  and  be  prepared  to  make 

I  improvements. 

j  Aiding  in  this  administration's  review  and  evaluation  is  the  Ad- 
I  visory  Council  on  Social  Security  which  the  Secretary  of  Health, 
I  Education,  and  Welfare  appointed  in  May.  For  example,  I  will  look 
j  to  this  Council  for  recommendations  in  regard  to  working  women; 
'     changing  work  patterns  and  the  increased  contributions  of  working 
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women  to  the  system  may  make  present  law  unfair  to  them.  The  rec- 
ommendations of  this  Council  and  of  other  advisers,  both  within  the 
Government  and  outside  of  it,  will  be  important  to  our  planning.  As 
I  indicated  in  my  message  to  the  Congress  on  April  14,  improvement 
in  the  Social  Security  program  is  a  major  objective  of  this  administra- 
tion. 

There  are  certain  changes  in  the  Social  Security  program,  however, 
for  which  the  need  is  so  clear  that  they  should  be  made  without  await- 
ing the  findings  of  the  Advisory  Council.  The  purpose  of  this  message 
is  to  recommend  such  changes. 

/  propose  an  across-the-hoard  increase  of  10  percent  in  social  se- 
curity hencfits^  effective  with  checks  mailed  in  April  1970^  to  make 
up  for  increases  in  the  cost  of  living, 

I  propose  that  future  heneflts  in  the  social  secu/rity  system  he  auto- 
matically adjusted  to  account  for  increases  in  the  cost  of  living. 

I  propose  an  increase  from  $1^680  to  $1^800  in  the  amount  henefici- 
aries  can  earn  annuMly  without  reduction  of  their  henefits^  effective 
J anuary  7, 1971, 

I  propose  to  eliminate  the  $l-for-$l  reduction  in  "benefits  for  income 
earned  in  excess  of  $2^880  a  year  and  replace  hy  a  $1  reduction  in 
heneflts  for  every  $2  earned^  which  now  applies  at  earnings  levels 
between  $1^680  and  $2^880^  also  effective  January  1971. 

I  propose  to  increase  the  contribution  and  benefit  base  from  $7^00 
to  $9fX)0^  beginning  in  1972^  to  strengthen  the  system^  to  help  keep 
future  benefits  to  the  individual  related  to  the  growth  of  his  wages^ 
and  to  meet  part  of  the  cost  of  the  improved  program.  From  then  on, 
the  base  will  automatically  be  adjusted  to  reflect  wage  increases. 

I  propose  a  series  of  additional  reforms  to  insure  more  equitable 
treatment  for  widows y  recipients  above  age  72,  veterans,  for  persons 
disabled  in  childhood  and  for  the  dependent  parents  of  disabled  and 
retired  workers. 

I  emphasize  that  the  suggested  changes  are  only  first  steps,  and 
that  further  recommendations  will  come  from  our  review  process. 

The  social  security  system  needs  adjustment  now  so  it  will  better 
serve  people  receiving  benefits  today,  and  those  corrections  are  rec- 
ommended in  this  message.  The  system  is  also  in  need  of  long-range 
reform,  to  make  it  better  serve  those  who  contribute  now  for  benefits 
in  future  years,  and  that  will  be  the  subject  of  later  recommendations. 

THE  BENEm  INCREASE 

With  the  increase  of  10  percent,  the  average  family  benefit  for  an 
aged  couple,  both  receiving  benefits,  would  rise  from  $170  to  $188  a 
month.  Further  indication  of  the  impact  of  a  10  percent  increase  on 
monthly  benefits  can  be  seen  in  the  following  table : 


Present 

New 

Present 

New 

minimum 

minimum 

maximum 

maximum 

Single  person  (a  man  retiring  at  age  65  in  1970)  

  $55. 00 

$61. 00 

$165. 00 

$181.50 

Married  couple  (husband  retiring  at  age  65  in  1970)  

  82. 50 

91.50 

247.  50 

272. 30 

The  proposed  benefit  increases  will  raise  the  income  of  more  than  25 
million  persons  who  will  be  on  the  Social  Security  rolls  in  April  1970. 
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Total  budget  outlays  for  the  first  full  calendar  year  in  which  the  in- 
crease is  effective  will  be  approximately  $3  billion. 

AUTOMATIC  ADJUSTMENTS 

Benefits  will  be  adjusted  automatically  to  reflect  increases  in  the 
cost  of  living.  The  uncertainty  of  adjustment  under  present  laws  and 
the  delay  often  encountered  when  the  needs  are  already  apparent  is 
unnecessarily  harsh  to  those  who  must  depend  on  Social  Security  bene- 
fits to  live. 

Benefits  that  automatically  increase  with  rising  living  costs  can  be 
funded  without  increasing  Social  Security  tax  rates  so  long  as  the 
amount  of  earnings  subject  to  tax  reflects  the  rising  level  of  wages. 
Therefore,  I  propose  that  the  wage  base  be  automatically  adjusted  so 
that  it  corresponds  to  increases  in  earnings  levels. 

These  automatic  adjustments  are  interrelated  and  should  be  enacted 
as  a  package.  Taken  together  they  will  depoliticize,  to  a  certain  ex- 
tent, the  Social  Security  system  and  give  a  greater  stability  to  what  has 
become  a  cornerstone  of  our  society's  social  insurance  system. 

REFORMING  THE  SYSTEM 

I  propose  a  series  of  reforms  in  present  Social  Security  law  to  achieve 
new  standards  of  fairness.  These  would  provide : 

1.  An  increase  in  heneflts  to  a  widow  who  begins  receiving  her  bene- 
fit  at  age  65  or  later.  The  benefit  would  increase  the  current  82i/^ 
percent  of  her  husband's  benefit  to  a  full  100  percent.  This  increased 
benefit  to  widows  would  fulfill  a  pledge  I  made  a  year  ago.  It  would 
provide  an  average  increase  of  $17  a  month  to  almost  3  million 
widows. 

2.  N oncontrihutory  earnings  credits  of  about  $100  a  rmnth  for  mili- 
tary service  from  January  1957  to  December  1967.  During  that  period, 
individuals  in  military  service  were  covered  under  Social  Security  but 
credit  was  not  then  given  for  wages  in  kind — room  and  board,  etc.  A 
law  passed  in  1967  corrected  this  for  the  future,  but  the  men  who 
served  from  1957  (when  coverage  began  for  servicemen)  to  1967 
should  not  be  overlooked. 

3.  Benefits  for  the  aged  parents  of  retired  and  disabled  worhers. 
Under  present  law,  benefits  are  payable  only  to  the  dependent  parents 
of  a  worker  who  has  died ;  we  would  extend  this  to  parents  of  workers 
who  are  disabled  or  who  retire. 

4.  Child'' s  insurance  benefits  for  life  if  a  child  becomes  permanently 
disabled  before  age  22.  Under  present  law,  a  person  must  have  become 
disabled  before  age  18  to  qualify  for  these  benefits.  The  proposal 
would  be  consistent  with  the  payment  of  child's  benefit  to  age  22  so 
long  as  the  child  is  in  school. 

5.  Benefits  in  full  paid  to  persons  over  72^  regardless  of  the  amount 
of  his  earnings  in  the  year  he  attains  that  age. — Under  present  law, 
he  is  bound  by  often  confusing  tests  which  may  limit  his  exemption. 

6.  A  fairer  means  of  determining  benefits  payable  on  a  man's  earn- 
ings record— Ax  present,  men  who  retire  at  age  62  must  compute  their 
average  earnings  through  3  years  of  no  earnings  up  to  age  65,  thus 
lowering  the  retirement  benefit  excessively.  Under  this  proposal,  only 
the  years  up  to  age  62  would  be  counted,  just  as  is  now  done  for  women, 
and  3  higher-earning  years  could  be  substituted  for  low-earning  years. 
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CHANGES  IN  THE  RETIREMENT  TEST 

A  feature  of  the  present  social  security  law  that  has  drawn  much 
criticism  is  the  so-called  "retirement  test,"  a  provision  which  limits 
the  amount  that  a  beneficiary  can  earn  and  still  receive  full  benefits. 
I  have  been  much  concerned  about  this  provision,  particularly  about 
its  effects  on  incentives  to  work.  The  present  retirement  test  actually 
penalizes  social  security  beneficiaries  for  doing  additional  work  or 
taking  a  job  at  higher  pay.  This  is  wrong. 

In  my  view,  many  older  people  should  be  encouraged  to  work.  Not 
only  are  th^y  provided  with  added  income,  but  the  country  retains  the 
benefit  of  their  skills  and  wisdom ;  they,  in  turn,  have  the  feeling  of 
usefulness  and  participation  which  employment  can  provide. 

This  is  why  I  am  recommending  changes  in  the  retirement  test. 
Eaising  the  amount  of  money  a  person  can  earn  in  a  year  wdthout 
affecting  his  social  security  payments — from  the  present  $1,680  to 
$1,800 — is  an  important  first  step.  But  under  the  approach  used  in  the 
present  retirement  test,  people  who  earned  more  than  the  exempt 
amount  of  $1,680,  plus  $1,200,  would  continue  to  have  $1  in  social 
security  benefits  withheld  for  every  $1  they  received  in  earnings.  A 
necessary  second  step  is  to  eliminate  from  present  law  the  requirement 
that  when  earnings  reach  $1,200  above  the  exempt  amount,  social  se- 
curity benefits  will  be  reduced  by  a  full  dollar  for  every  dollar  of 
added  earnings  until  all  his  benefits  are  withheld ;  in  effect,  we  impose 
a  tax  of  more  than  100  percent  on  these  earnings. 

To  avoid  this,  I  would  eliminate  this  $1  reduction  for  each  $1  earned 
and  replace  it  with  the  same  $1  reduction  for  each  $2  earned  above 
$3,000.  This  change  will  reduce  a  disincentive  to  increased  employ- 
ment that  arises  under  the  retirement  test  in  its  present  form. 

The  amount  a  retired  person  can  earn  and  still  receive  his  benefits 
should  also  increase  automatically  with  the  earnings  level.  It  is  sound 
policy  to  keep  the  exempt  amount  related  to  changes  in  the  general  level 
of  earnings. 

These  alterations  in  the  retirement  test  would  result  in  added  bene- 
fit payments  of  some  $300  million  in  the  first  full  calendar  year. 
Approximately  1  million  people  would  receive  this  money — some  who 
are  now  receiving  no  benefits  at  all  and  some  who  now  receive  benefits 
but  who  would  get  more  under  this  new  arrangement.  These  sugges- 
tions are  not  by  any  means  the  solution  to  all  the  problems  of  the 
retirement  test,  however,  and  I  am  asking  the  advisory  council  on 
social  security  to  give  particular  attention  to  this  matter. 

CONTRIBUTION  AND  BENEFIT  BASE 

The  contribution  and  benefit  base — the  annual  earnings  on  which 
social  security  contributions  are  paid  and  that  can  be  counted  toward 
social  security  benefits — has  been  increased  several  times  since  the  so- 
cial security  program  began.  The  further  increase  I  am  recommend- 
ing— from  its  present  level  of  $7,800  to  $9,000  beginning  January  1, 
1972 — will  produce  approximately  the  same  relationship  between  the 
base  and  general  earnine:s  levels  as  that  of  the  early  1950's.  This  is 
important  since  the  goal  of  social  security  is  the  replacement,  in  part. 
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of  lost  earnings;  if  the  base  on  which  contributions  and  benefits  are 
figured  does  not  rise  with  earnings  increases,  then  the  benefits  deteri- 
orate. The  future  benefit  increases  that  will  result  from  the  higher  base 
I  am  recommending  today  would  help  to  prevent  such  deterioration. 
These  increases  would,  of  course,  be  in  addition  to  those  which  result 
from  the  10-percent  across-the-board  increase  in  benefits  that  is  in- 
tended to  bring  them  into  line  w^ith  the  cost  of  living. 

FINANCING 

I  recommend  an  acceleration  of  the  tax  rate  scheduled  for  hos- 
pital insurance  to  bring  the  hospital  insurance  trust  fund  into  actu- 
arial balance.  I  also  propose  to  decelerate  the  rate  schedule  of  the  old- 
age,  survivors,  and  disability  insurance  trust  funds  in  current  law. 
These  funds,  taken  together,  have  a  long-range  surplus  of  income  over 
outgo,  which  will  meet  much  of  the  cost.  The  combined  rate,  known 
as  the  social  security  contribution,  already  scheduled  by  statute,  will 
be  decreased  from  1971  through  1976.  Thus,  in  1971  the  current 
scheduled  rate  of  5.2  percent  to  be  paid  by  employees  would  become 
5.1  percent,  and  in  1973  the  current  scheduled  rate  of  5.65  percent 
would  become  5.1  percent.  The  actuarial  integrity  of  the  two  funds 
will  be  maintained,  and  the  ultimate  tax  rates  will  not  be  changed 
in  the  rate  schedules  which  will  be  proposed. 

The  voluntary  supplementary  medical  insurance  (SMI)  of  title 
XVIII  of  the  Social  Security  Act,  often  referred  to  as  part  B  medi- 
care coverage,  is  not  adequately  financed  with  the  current  $4  premium. 
Our  preliminary  studies  indicate  that  there  will  have  to  be  a  substan- 
tial increase  in  the  premium.  The  Secretary  of  Health,  Education, 
and  Welfare  will  set  the  premium  rate  in  December  for  the  fiscal  year 
beginning  July  1970,  as  he  is  required  to  do  by  statute. 

To  meet  the  rising  costs  of  health  care  in  the  United  States,  this 
administration  will  soon  forward  a  health  cost  control  proposal  to 
the  Congress.  Other  administrative  measures  are  already  being  taken 
to  hold  down  spiraling  medical  expenses. 

In  the  coming  months,  this  administration  will  give  careful  study 
to  ways  in  which  we  can  further  improve  the  social  security  program. 
The  program  is  an  established  and  important  American  institution, 
a  foundation  on  which  millions  are  able  to  build  a  more  comfortable 
life  than  would  otherwise  be  possible — after  their  retirement  or  in 
the  event  of  disability  or  death  of  the  family  earner. 

The  recommendations  I  propose  today,  which  I  urge  the  Congress 
to  adopt,  will  move  the  cause  of  social  security  forward  on  a  broad 
front. 

We  will  bring  benefit  payments  up  to  date. 

We  will  make  sure  that  benefit  payments  stay  up  to  date,  auto- 
matically tied  to  the  cost  of  living. 

We  will  begin  making  basic  reforms  in  the  system  to  remove  in- 
equities and  bring  a  new  standard  of  fairness  in  the  treatment  of  all 
Americans  in  the  system. 

And  we  will  lay  the  groundwork  for  further  study  and  improve- 
ment of  a  system  that  has  served  the  country  well  and  must  serve  fu- 
ture generations  more  fairly  and  more  responsively. 

EiCHARD  Nixon. 

The  White  House, 

September  25. 1969. 


LETTER  OF  TRANSMITTAL 


The  Secretary  of  Health,  Education,  and  Welfare, 

Washington,  D.O.,  September  SO,c  1969. 
Hon.  J  OHN  W.  McCoRMACK,  Hon.  Spiro  T.  Agnew, 

Speaker  of  the  Home  of  President  of  the  Senate, 

Representatives,  Washington,  D.C. 

Washington,D.G.  Dear  Mr.  President: 

Dear  J^Ir.  Speaker  : 

I  am  transmitting  with  this  letter  draft  legislation  to  amend  the 
social  security  program.  Also  enclosed  are  a  summary  and  a  section- 
by-section  analysis  of  the  draft  bill.  This  draft  is  designed  to  carry 
out  the  recommendations  made  in  the  President's  message  on  social 
security  of  September  25,  1969. 

The  proposed  legislation  calls  for  an  across-the-board  increase  of 
10  percent  in  social  security  payments,  effective  March  1970,  to  make 
up  for  increases  in  the  cost  of  living  since  Congress  last  raised  the 
benefits.  The  legislation  also  provides  for  subsequent  automatic  in- 
creases in  benefits  based  upon  increases  in  the  cost  of  living.  Other 
provisions  would  substantially  revise  the  retirement  test,  increase 
the  earnings  base  to  $9,000  per  year  and  increase  it  automatically 
thereafter,  increase  the  benefits  payable  to  widows  and  dependent 
widowers  who  begin  drawing  benefits  at  age  65  or  later  from  82% 
percent  of  the  deceased  worker's  benefit  to  100  percent  of  that  amount, 
make  aged  dependent  parents  of  retired  and  disabled  workers  eligible 
for  benefits  and  liberalize  the  provisions  for  determining  the  in- 
sured status  and  benefit  computation  for  men. 

We  urge  that  early  and  favorable  consideration  be  given  to  the 
enactment  of  this  bill,  and  we  would  appreciate  your  forwarding 
the  proposed  legislation  to  the  appropriate  committee. 

The  Bureau  of  the  Budget  advises  the  enactment  of  this  bill  would 
be  in  accord  with  the  program  of  the  President. 
Sincerely, 

Robert  H.  Finch,  Secretary. 
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SUMMARY  OF  THE  PROPOSED  SOCIAL  SECURITY 
AMENDMENTS  OF  1969 

Benefit  increase 

The  bill  provides  for  a  10-percent  across-the-board  increase  in  cash 
social  security  benefits,  effective  March  1970  and  payable  in  April  1970. 

Under  the  proposal,  an  automatic  increase  in  benefits  is  provided  in 
the  event  of  future  increases  in  the  cost  of  living.  Whenever  the  Con- 
sumer Price  Index  prepared  by  the  Department  of  Labor  rises  by  at 
least  3  percent,  benefits  will  be  increased  by  that  percent.  These  auto- 
matic increases  would  not  be  made  more  often  than  once  a  year. 

Certain  people  age  72  and  over  would  receive  a  10-percent  increase 
in  the  special  amount  that  is  paid  them.  These  individuals  are  not 
now  insured  under  the  regular  social  security  cash  benefits  program. 
The  increase  would  be  effective  for  March  197 0. 

The  bill  changes  the  present  method  of  determining  eligibility  for 
benefits  and  benefit  amounts  based  on  a  man's  earnings  record,  making 
it  similar  to  that  now  in  use  for  women. 

Average  monthly  earnings  for  a  man — and  it  is  on  this  average  that 
the  monthly  benefits  are  based — are  now  determined  over  a  period 
equal  to  the  number  of  years  up  to  age  65,  while  for  women  they  are 
figured  over  a  period  equal  to  the  number  of  years  up  to  age  62.  The 
result  of  this  difference  is  generally  that  a  man's  retirement  benefit 
amount  is  lower  than  that  of  a  woman  with  exactly  the  same  earnings 
record.  Under  the  bill,  this  difference  would  be  eliminated.  As  a  re- 
sult, the  treatment  of  men  and  women  workers  under  the  benefit  pro- 
visions would  be  the  same,  and  the  retirement  benefits  payable  to 
men,  the  benefits  payable  to  their  wives,  and  the  benefits  payable  to 
survivors  of  men  who  live  beyond  age  62  would  be  increased. 

Widows  and  widowers 

The  bill  provides  benefits  for  a  widow  at  age  65  equal  to  100  percent 
of  the  amount  her  husband  would  have  received  at  age  65,  rather  than 
82%  percent  as  under  present  law.  Benefits  for  widows  aged  62-64 
would  be  graded  down  according  to  the  age  of  the  widow  at  the  time 
she  first  gets  benefits ;  a  widow  coming  on  the  rolls  at  age  62  would  re- 
recive  821/2  percent  of  the  husband's  benefit,  as  she  does  under  present 
law.  This  provision  would  be  effective  with  benefits  for  January  1971. 

Contribution  and  heneflt  base 

The  bill  provides  for  an  increase  in  the  contribution  and  benefit 
base  (that  is,  the  amount  of  annual  earnings  that  may  be  counted  for 
social  security  purposes)  from  the  present  $7,800  per  year  to  $9,000 
per  year.  This  provision  becomes  effective  on  January  1, 1972. 

The  bill  provides  also  for  automatic  adjustment  of  the  contribution 
and  benefit  base  to  future  increases  in  wage  levels,  beginning  with  1974. 
The  adjustments  of  the  base  could  not  be  made  more  frequently  than 
every  second  year. 


(7) 


8 


Retirement  test 

Under  this  legislation,  there  would  be  four  significant  changes 
in  the  social  security  retirement  test,  liberalizing  that  test  as  follows : 
Under  present  law,  full  social  security  benefits  are  payable  to  a  bene- 
ficiary whose  earnings  do  not  exceed  $1,680  for  a  year.  If  he  has  earn- 
ings of  more  than  $1,680,  $1  in  benefits  is  withheld  for  each  $2  between 
$1,680  and  $2,880,  but  there  is  a  dollar-f or-dollar  reduction  for  earnings 
above  $2,880.  (However,  benefits  are  not  withheld  for  a  month  if  wages 
are  not  more  than  $140  and  substantial  services  are  not  rendered  in 
self -employment. ) 
The  proposal  is  to : 

{a)  Increase  the  annual  exempt  amount  from  $1,680  to  $1,800 
( and  the  monthly  earnings  test  from  $140  to  $150) ; 

{h)  Provide  for  reduction  in  benefits  of  $1  for  each  $2  of  all 
earnings  in  excess  of  the  exempt  amount  of  $1,800 ; 

{c)  Provide  for  automatic  upward  adjustment  of  the  annual 
exempt  amount  (and  the  monthly  test)  in  relation  to  future  in- 
creases in  earnings  levels ; 

{d)  Provide  that  in  the  year  a  beneficiary  reaches  age  72  earn- 
ings beginning  with  the  month  he  attains  age  72^  would  be  dis- 
regarded in  computing  the  amount  of  annual  earnings  for  retire- 
ment test  purposes.  The  annual  exempt  amount  and  the  $l-for-$2 
adjustment  would  apply  to  his  earnings  in  the  year  up  to  the 
month  in  which  he  attains  age  72.  (Under  present  law,  earnings 
after  the  month  a  beneficiary  attains  age  72,  but  in  the  same  year, 
must  be  included  in  determining  whether  any  benefits  are  to  be 
withheld  for  months  before  attainment  of  age  72.) 
The  changes  in  the  retirement  test  would  become  effective  generally 
on  January  1, 1971. 

Parents  henefits 

The  bill  provides  benefits  for  the  dependent  aged  parents  of  retired 
Or  disabled  workers.  Under  present  law,  benefits  are  provided  only 
for  the  dependent  parents  of  deceased  workers.  The  benefit  amounts 
for  the  parent  of  a  li^dng  worker  would  be  equal  to  50  percent  of  the 
worker's  primary  insurance  amount  (like  a  husband's  or  wife's  benefit 
under  present  law),  actuarially  reduced  if  taken  at  age  62-65.  The 
benefit  amount  for  parents  of  deceased  workers  would  continue  to  be 
821/^  percent  of  the  primary  insurance  amount,  or  75  percent  of  that 
amount,  depending  on  whether  one  or  more  parents  were  entitled  to 
benefits. 

ChUdliood  disability  hene-fits 

The  bill  provides  childhood  disability  benefits  for  a  disabled  son  or 
daughter  of  an  insured  deceased,  disabled,  or  retired  worker  if  the 
son  or  daughter  became  totally  disabled  after  age  18  and  before  reach- 
ing age  22.  Under  present  law,  a  person  must  have  become  totally  dis- 
abled before  age  18  to  qualify  for  childhood  disability  benefits. 

M ilitary  service  credits 

The  bill  provides  noncontributary  wage  credits  ($100  for  each  month 
of  military  service)  for  individuals  who  served  on  active  duty  in  the 
military  services  from  January  1957  through  December  1967.  These 
credits,  reflecting  wages-in-kind  received  by  servicemen,  would  be  in 
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addition  to  credits  for  service  basic  pay,  which  has  been  subject  to 
contributory  coverage  since  January  1, 1957.  Present  law  provides  sim- 
ilar $100-a-month  noncontributory  credits  for  military  service  after 
1967,  and  $160-a-month  noncontributory  credits  for  service  from  Sep- 
tember 1940  through  December  1956. 

Financing 

Under  the  most  recent  of  the  periodic  actuarial  reevaluations  of  the 
cash  benefits  part  of  the  social  security  program,  income  over  the  long- 
range  future  exceeds  long-range  outgo  by  1.16  percent  of  taxable  pay- 
roll. The  excess  of  long-range  income  over  outgo  as  shown  in  the  last 
preceding  evaluation  was  0.53  percent  of  taxable  payroll.  The  larger 
excess  shown  in  the  most  recent  estimates  results  from  taking  into  ac- 
count 1969  (as  against  1968)  earnings  levels,  the  higher  interest  rates 
now  being  earned  by  the  trust  funds,  and  increased  labor-force  par- 
ticipation of  both  men  and  women.  Preliminary  results  of  the  latest 
reevaluation  of  the  hospital  insurance  program  indicate  that  the  long- 
range  income  of  the  program  will  be  less  than  long-range  outgo  by 
0.77  percent  of  taxable  payroll. 

A  large  part  of  the  cost  of  the  proposed  improvement  in  the  cash 
benefits  program  will  be  covered  by  the  long-range  excess  of  income 
over  out^o  in  that  part  of  the  social  security  program.  The  proposed 
increase  m  the  contribution  and  benefit  base  to  $9,000  will  also  help 
to  meet  part  of  the  cost  of  the  improvements,  since  income  from  the 
increase  m  the  base  will  exceed  the  cost  of  the  additional  benefits  that 
will  be  paid  on  earnings  above  the  present  $7,800  ceiling. 

Automatic  increases  in  the  contribution  and  benefit  base  in  line  with 
increases  in  wage  levels  will  provide  additional  income  sufficient  to 
meet  fully  the  cost  of  the  additional  benefit  payments  that  will  result 
from  automatic  adjustment  of  benefits  in  line  with  increases  in  the 
cost  of  living  and  from  automatic  adjustment  of  the  retirement  test. 
In  summary,  the  cash  benefits  part  of  the  social  security  program,  with 
the  recommended  improvements,  will  be  adequately  financed ;  and,  in 
fact,  the  rate  increases  scheduled  in  present  law  for  the  cash  benefits 
part  of  the  program  can  be  put  into  effect  considerably  later  than  sched- 
uled in  present  law. 

The  contribution  rate  for  cash  benefits,  now  scheduled  to  rise  to  5 
percent  each  for  employees  and  employers  in  1973  and  thereafter, 
would  not  reach  5  percent  under  the  bill  until  1987.  The  delay  in  the 
scheduled  increases  in  the  contribution  rates  for  cash  benefits  will  pre- 
vent unnecessary^,  large-scale  increases  in  the  cash  benefits  trust  funds. 

The  contribution  rates  for  hospital  insurance  would  rise  under  the 
bill  from  0.6  percent  each  for  employees  and  employers  to  0.9  percent 
each  in  1971  and  thereafter,  as  against  rising  to  the  0.9  level  in  1987 
and  thereafter  as  under  present  law.  The  revision  in  the  contribution 
rates  scheduled  for  hospital  insurance  and  the  increases  in  the  con- 
tribution and  benefit  base  to  $9,000  in  1972,  with  automatic  adjustment 
thereafter,  will  leave  the  hospital  insurance  trust  fund  with  an  ac- 
tuarial balance  of  0.06  percent  of  payroll  under  the  bill,  as  against  a 
minus  balance  of  0.77  percent  under  present  law. 

Under  the  proposed  revisions  in  the  contribution  rate  schedules,  the 
combined  rates  for  cash  benefits  and  hospital  insurance  will  be  lower 
than  in  present  law  for  1971  through  1976  and  will  be  the  same  as  in 
present  law  for  1977  and  thereafter. 
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The  contribution  rate  schedules  under  present  law  and  the  bill  are 
shown  in  the  following  table. 

CONTRIBUTION  RATES  FOR  EMPLOYEES  AND  EMPLOYERS,  EACH,  UNDER  PRESENT  LAW  AND  UNDER  PROPOSAL 

[In  percent] 


Present  law  Proposal 


Cash         Hospital  Cash  Hospital 

benefits       insurance  Total         benefits       insurance  Total 


Year: 

1970   4.20  0.60  4.80  4.2  0.60  4.80 

1971-72   4.60  .60  5.20  4.2  .90  5.10 

1973-74   5.00  .65  5.65  4.2  .90  5.10 

1975   5.00  .65  5.65  4.6  .90  5.50 

1976   5.00  .70  5.70  4.6  .90  5.50 

1977-79   5.00  .70  5.70  4.8  .90  5.70 

1980-86   5.00  .80  5.80  4.9  .90  5.80 

1987  and  after   5.00  .90  5.90  5.0  .90  5.90 


CONTRIBUTION  RATES  FOR  THE  SELF-EMPLOYED  UNDER  PRESENT  LAW  AND  UNDER  PROPOSAL 

[In  percent) 

Present  law  Proposal 

Cash         Hospital  Cash  Hospital 

benefits       insurance  Total         benefits       insurance  Total 


Year: 

1970..   6.30  0.60  6.90  6.30  0.60  6.90 

1971-72   6.90  .60  7.50  6.30  .90  7.20 

1973-74   7.00  .65  7.65  6.30  .90  7.20 

1975   7.00  .65  7.65  6.90  .90  7.80 

1976   7.00  .70  7.70  6.90  .90  7.80 

1977-79   7.00  .70  7.70  7.00  .90  7.90 

1980-86   7.00  .80  7.80  7.00  .90  7,90 

1987  and  after   7.00  .90  7.90  7.00  .90  7.90 


SECTION-BY-SECTION  ANALYSIS  OF  THE  PROPOSED 
SOCIAL  SECURITY  AMENDMENTS  OF  1969 

Section  1.  Short  title 

This  section  specifies  that  the  bill  may  be  cited  as  the  "Social  Secu- 
rity Amendments  of  1969". 

Section  2.  Increase  in  old-age^  survivors^  and  disability  insurance 
henefits 

This  section  provides  a  general  benefit  increase  for  current  and 
future  beneficiaries.  Benefits  are  increased  across  the  board  by  10  per- 
cent, with  a  minimum  benefit  of  $61  instead  of  the  present  $55.  The 
maximum  retirement  benefit  for  a  worker  alone  is  increased  from  the 
present  $218  to  $250.  Maximum  family  benefits  payable  for  the  future 
will  range  from  $91.50  to  $480  a  month  compared  with  the  present 
range  of  $82.50  to  $434.40.  The  general  benefit  increase  becomes  effec- 
tive with  benefits  for  March  1970  payable  in  April. 

Section  3.  Increase  in  special  payments  for  certain  people  age  72  and 
over 

Under  this  section  there  will  be  a  10-percent  increase  in  the  amounts 
of  benefits  payable  to  certain  people  age  72  and  over  who  either  have 
not  worked  at  all  under  social  security  or  have  not  worked  in  covered 
employment  long  enough  to  meet  the  regular  insured  status  require- 
ments. The  increased  benefits  will  be  $44  for  an  individual  and  $66 
for  a  couple,  instead  of  $40  and  $60  as  under  present  law.  This  increase 
becomes  effective  with  benefits  for  March  1970. 

Section  i.  Automatic  adjustment  of  henefits 

This  section  provides  for  automatic  cost-of-living  increases  in  social 
security  cash  benefits.  The  automatic  increases  in  benefits  would  not 
be  made  more  often  than  once  a  year. 

The  calculation  of  the  increase  in  the  cost  of  living  would  be  based 
on  the  Consumer  Price  Index  prepared  by  the  Department  of  Labor. 
Under  the  first  such  calculation,  the  monthly  average  of  the  Consumer 
Price  Index  for  the  third  calendar  quarter  of  1970  would  be  compared 
with  the  monthly  average  of  the  Consumer  Price  Index  for  the  third 
calendar  quarter  of  1969.  If  the  monthly  average  of  the  Consumer 
Price  Index  for  the  third  calendar  quarter  of  1970  exceeded  the 
monthly  average  of  the  Consumer  Price  Index  for  the  third  calendar 
quarter  of  1969  by  at  least  3  percent,  monthly  benefits  for  people  who 
are  then  and  who  later  become  entitled  to  benefits  would  be  increased, 
effective  for  benefits  paid  for  January  1971,  by  the  percentage  increase 
(rounded  to  the  nearest  one-tenth  of  1  percent)  by  which  the  Consumer 
Price  Index  had  increased.  (Lump-sum  death  payments  would  be 
increased  for  deaths  occurring  after  November  1971.) 

A  similar  calculation  would  be  made  in  each  subsequent  calendar 
year,  with  the  monthly  average  of  the  Consumer  Price  Index  for  the 
third  quarter  of  that  year  being  compared  with  the  average  of  the 
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Consumer  Price  Index  for  the  third  quarter  of  the  most  recent  year 
that  necessitated  a  cost-of-living  increase. 

The  cost-of-living  increases  provided  by  this  section  would  apply 
not  only  to  individual  benefits  but  also  to  the  maximum  family  benefit 
amounts. 

Section  5.  Liberalization  of  the  earnings  test  for  retirement  purposes 
This  section  makes  four  changes  in  the  social  security  retirement 
test.  Under  present  law,  full  social  security  benefits  are  payable  to  a 
beneficiary  under  age  72  whose  earnings  do  not  exceed  $1,680  for  a 
year.  If  he  has  earnings  of  more  than  $1,680,  $1  in  benefits  is  withheld 
for  each  $2  between  $1,680  and  $2,880,  but  there  is  a  dollar-for-dollar 
reduction  for  earnings  above  $2,880.  (However,  benefits  are  not  with- 
held for  a  month  if  in  that  month  the  beneficiary's  wages  are  not  more 
than  $140  or  substantial  services  are  not  rendered  in  self -employment.) 
The  bill  will: 

{a)  Increase  the  annual  exempt  amount  of  earnings  from  $1,680 
to  $1,800  (and  the  monthly  earnings  test  from  $140  to  $150)  ; 

{!))  Provide  for  reduction  in  benefits  of  $1  for  each  $2  of  all 
earnings  in  excess  of  the  exempt  amount  of  $1,800  ; 

{c)  Provide  for  automatic  upward  adjustment  of  the  annual 
exempt  amount  (and  the  monthly  earnings  test)  in  relation  to 
future  increases  in  average  earnings  levels ; 

{d)  Provide  that  in  the  year  a  beneficiary  reaches  age  72  earn- 
ings beginning  with  the  month  he  attains  age  72  would  not  be 
considered  in  computing  the  amount  of  annual  earnings  exempt 
for  retirement  test  purposes.  The  annual  exempt  amount  and  the 
$1  for  $2  adjustment  would  apply  to  his  earnings  in  the  year  up 
to  the  month  in  which  he  attains  age  72.  (Under  present  law,  earn- 
ings after  the  month  a  beneficiary  attains  age  72,  but  in  the  same 
year,  must  be  included  in  determining  whether  any  of  an  individ- 
ual's benefits  are  to  be  withheld  for  months  in  the  year  before 
he  attained  age  72.) 

The  changes  in  the  retirement  test  would  become  effective  generally 
on  January  1, 1971. 

Section  6.  Increase  in  earnings  counted  for  benefit  and  contribution 
purposes 

This  section  provides  for  an  increase  in  the  contribution  and  benefit 
base — ^the  maximum  amount  of  annual  earnings  that  are  subject  to 
social  security  contributions  and  creditable  toward  social  security 
benefits.  The  base  would  be  increased  from  the  present  $7,800  to  $9,000, 
effective  on  January  1, 1972. 

Section  7.  Automatic  adjustment  of  the  contribution  and  benefit  base 
This  section  provides  for  automatic  adjustments  of  the  contribution 
and  benefit  base  to  future  increases  in  average  wage  levels  beginning 
with  1974.  On  or  before  October  1,  1972,  and  of  each  even-numbered 
year  thereafter,  the  Secretary  of  Health,  Education,  and  Welfare  will 
determine  and  publish  in  the  Federal  Register  the  contribution  and 
benefit  base  for  the  2  calendar  years  beginning  January  1  of  the  next 
even-numbered  year.  The  base  for  a  particular  year  is  to' be  the  product 
of  $9,000  and  the  ratio  of  (A)  the  average  covered  wages  of  all  persons 
for  whom  taxable  wages  were  reported  for  the  first  calendar  quarter 
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of  the  year  in  which  the  determination  is  being  made  to  (B)  the  aver- 
age covered  wages  of  all  persons  for  whom  taxable  wages  were  reported 
for  the  first  calendar  quarter  of  1971.  That  product,  if  not  a  multiple 
of  $600,  is  to  be  rounded  to  the  nearest  multiple  of  $600.  If  the  base 
so  determined  is  smaller  than  the  base  already  in  effect,  the  base  that 
is  in  effect  will  continue  in  effect  for  2  more  years.  The  section  also 
provides  formula  for  determining  benefit  amounts  and  maximum 
family  benefits  for  average  monthly  earnings  above  $750  ($9,000  a 
year). 

Section  8.  Changes  in  contribution  rate 

Under  this  section,  the  contribution  rates  for  both  the  cash  benefits 
and  the  hospital  insurance  parts  of  the  program  will  be  revised.  The 
contribution  rate  schedules  under  present  law  and  under  the  bill  are 
shown  in  the  following  tables. 

CONTRIBUTION  RATES  FOR  EMPLOYEES  AND  EMPLOYERS,  EACH,  UNDER  PRESENT  LAW 
AND  UNDER  THE  BILL 

[In  percent] 


Present  law  Proposal 


Cash         Hospital  Cash  Hospital 

benefits        insurance  Total         benefits       insurance  Total 


Year: 


1970....   4.20  0.60  4.80  4.20  0.60  4.80 

1971-72   4.60  .60  5.20  4.20  .90  5.10 

1973-74    5.00  .65  5.65  4.20  .90  5.10 

1975   5.00  .65  5.65  4.60  .90  5.50 

1976   5.00  .70  5.70  4.60  .90  5.50 

1977-79...   5.00  .70  5.70  4.80  .90  5.70 

1980-86   5.00  .80  5.80  4.90  .90  5.80 

1987  and  after.   5. 00  . 90  5. 90  5, 00  . 90  5. 90 


CONTRIBUTION  RATES  FOR  THE  SELF-EMPLOYED  UNDER  PRESENT  LAW  AND  UNDER  THE  BILL 

[In  percent) 


Present  law  Proposal 


Cash         Hospital  Cash  Hospital 

benefits       insurance  Total         benefits       insurance  Total 


Year: 

1970   6.30  0.60  6.90  6.30  0.60  6.90 

1971-72   6.90  .60  7.50  6.30  .90  7.20 

1973-74....   7.00  .65  7.65  6.30  .90  7.20 

1975   7.00  .65  7.65  6.90  .90  7.80 

1976.   7.00  .70  7.70  6.90  .90  7.80 

1977-79   7.00  .70  7.70  7.00  .90  7.90 

1980-86   7.00  .80  7.80  7.00  .90  7.90 

1987  and  after   7.00  .90  7.90  7.00  .90  7.90 


Section  9.  Age  62  computation  point  for  men 

This  section  provides  that  the  ending  point  of  the  period  that  is 
used  to  determine  insured  status  for  men  and  the  ending  point  of  the 
period  that  is  used  to  determine  the  number  of  years  over  which  a 
man's  average  monthly  earnings  must  be  calculated,  will  be  the  begin- 
ning of  the  year  in  which  he  reaches  age  62,  instead  of  age  65  as  is 
provided  under  present  law.  The  ending  point  for  men  would  thus  be 
the  same  as  it  is  for  women  under  present  law.  One  effect  of  the  pro- 
posed change  is  that  a  man's  average  monthly  earnings  in  retirement 
cases  could  be  figured  over  3  fewer  years  than  they  are  under  present 
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law,  resulting  in  most  cases  in  higher  average  monthly  earnings  for 
him  and  thus  higher  benefits  for  him  and  his  family. 

The  change  is  effective  with  benefits  for  January  1971,  and  will  be 
applicable  both  to  people  already  on  the  benefit  rolls  and  to  those  who 
will  come  on  in  the  future.. 

Section  10.  Entitlement  to  chiWs  insurance  heneflts  hosed  on  disability 
which  hegan  hetween  18  and  22 
This  section  provides  childhood  disability  benefits  for  a  son  or 
daughter  of  an  insured  deceased,  disabled,  or  retired  worker  if  the  son 
or  daughter  became  totally  disabled  after  age  18  and  before  reaching 
age  22,  and  continues  to  be  totally  disabled.  Under  present  law,  a  per- 
son must  have  been  totally  disabled  since  before  age  18  to  qualify  for 
childhood  disability  benefits.  This  change  would  be  applicable  to 
monthly  benefits  for  months  after  December  1970. 

Section  11.  Disability  insurance  trust  fund 

This  section  would  increase  the  percentage  of  taxable  wages  appro- 
priated to  the  disability  insurance  trust  fund — now  0.95  of  1  percent 
of  payroll — ^to  1.05  percent,  and  would  increase  the  percentage  of  in- 
come from  self-employment  appropriated  to  the  disability  insurance 
trust  fund — now  0.7125  of  1  percent — to  0.7875  of  1  percent,  effective 
for  1970. 

Section  12.  Wage  credits  for  members  of  the  uniformed  services 

This  section  provides  noncontributory  earnings  credits  of  $300  for 
each  calendar  quarter  of  military  service  after  December  1956  and 
before  January  1968.  These  credits,  designed  to  give  social  security 
credit  for  wa^es  in  kind  received  by  servicemen,  would  supplement 
credit  for  military  service  basic  pay,  which  has  been  subject  to  con- 
tributory social  security  coverage  since  January  1,  1957.  Present  law 
provides  similar  noncontributory  wage  credits  for  military  service 
after  1967  and  $160-a-month  noncontributory  wage  credits  for  service 
from  September  1940  through  December  1956.  The  new  wage  credits, 
like  the  previously  provided  noncontributory  wage  credits,  would  be 
financed  from  general  revenues.  The  new  credits  would  be  used  in 
computing  monthly  benefits  for  months  after  December  1970  and 
lump-sum  death  payments  in  the  case  of  deaths  after  1970. 

Section  IS.  Parenfs  insurance  heneflts 

This  section  would  provide  for  the  payment  of  benefits  to  aged 
dependent  parents  of  retired  and  disabled  workers,  effective  for  Jan- 
uary 1971.  Such  benefits  are  now  provided  for  dependent  parents  of 
deceased  workers.  The  benefits  for  the  dependent  parent  of  a  retired  or 
disabled  individual  would  be  equal  to  50  percent  of  that  individual's 
benefit,  except  that  it  would  be  actuarially  reduced  if  taken  before 
age  65.  The  benefit  for  a  parent  of  a  deceased  worker  would  continue 
as  in  present  law  to  be  82i^  percent  of  the  worker's  benefit  if  there  is 
one  parent  and  75  percent  each  if  there  are  two. 

Section  llf..  Increase  in  widow's  insurance  benefits 

This  section  increases  benefits  for  widows,  and  widowers,  who  came 
on  the  benefit  rolls,  and  those  who  come  on  in  the  future,  after  age  62. 
For  a  widow  becoming  entitled  to  benefits  at  or  after  age  65,  the  benefit 
would  be  equal  to  100  percent  of  the  amount  of  her  husband's  benefit 
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at  age  65,  rather  than  82^/^  percent  as  under  present  law.  For  widows 
coming  on  the  rolls  between  age  62  and  65,  benefit  amounts  would  range 
from  me  82^  percent  payable  at  age  62  imder  present  law  and  under 
the  bill  to  the  100  percent  payable  at  age  65  under  the  bill.  For  example, 
the  benefit  amount  for  a  widow  becoming  entitled  to  widow's  benefits 
at  age  63  would  be  88^^  percent  of  her  husband's  age  65  benefit ;  for  a 
widow  becoming  entitled  at  age  64,  the  amount  would  be  equal  to  94% 
percent  of  her  husband's  benefit.  The  increase  in  widow's  benefits  would 
become  effective  with  benefits  payable  for  January  1971. 
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PROPOSED  SOCIAL  SECURITY  AMENDMENTS  OF  1969 


A  BILL  To  amend  the  Social  Security  Act  to  provide  an  increase  in  benefits 
under  the  old-age,  survivors,  and  disability  insurance  program,  provide  for 
automatic  benefit  increases  thereafter  in  the  event  of  future  increases  in  the 
cost  of  living,  provide  for  future  automatic  increases  in  the  earnings  and 
contribution  base,  and  for  other  purposes. 

Be  it  enacted  hy  the  Senate  and  House  of  Representatives  of  the 
United  States  of  America  in  Congress  assembled ^  That  this  Act  may  be 
cited  as  the  "Social  Security  Amendments  of  1969". 

TABLE  OF  CONTENTS 

Sec.  1.    Short  Title. 

Sec.  2.    Increase  in  OASDI  Benefits. 

Sec.  3.    Increase  in  Benefits  for  Certain  Individuals  Age  72  and  Over. 
Sec.  4.    Automatic  Adjustment  of  Benefits. 
Sec.  5.    Liberalization  of  Earnings  Test 

Sec.  6.    Increase  of  Earnings  Counted  for  Benefit  and  Tax  Purposes. 

Sec.  7.    Automatic  Adjustment  of  Earnings  Base. 

Sec.  8.    Changes  in  Tax  Schedules. 

Sec.  9.    Age-62  Computation  Point  for  Men. 

Sec.  10.  Entitlement  to  Child's  Insurance  Benefits  Based  on  Disability  Which 

Began  Betv^een  18  and  22. 
Sec.  11.  Allocation  to  Disability  Insurance  Trust  Fund. 
Sec.  12.  Wage  Credits  for  Members  of  the  Uniformed  Services. 
Sec.  13.  Parent's  Insurance  Benefits  in  Case  of  Retired  or  Disabled  Worker. 
Sec.  14.  Increase  in  Widow's  and  Widower's  Insurance  Benefits. 

INCREASE  IN  OLD-AGE,  SURM:V0RS,  AND  DISABILITY  INSURANCE  BENEFITS 

Sec.  2.  (a)  Section  215(a)  of  the  Social  Security  Act  is  amended  by 
striking  out  the  table  and  inserting  in  lieu  thereof  the  following : 

TABLE  FOR  DETERMINING  PRIMARY  INSURANCE  AMOUNT  AND  MAXIMUM  FAMILY  BENEFITS 


(Primary  insurance  benefit 
under  1939  act,  as  modified) 


II 

(Primary 
insurance 
amount  under 
1967  act) 


III 


(Average  monthly  wage) 


IV 


(Primary 
insurance 
amount) 


(Maximum  family 
benefits) 


If  an  individual's  primary 
insurance  benefit  (as 
determined  under 
subsec.  (d))  is— 


At  least- 


But  not 
more  than— 


Or  his  primary 
insurance 
amount  (as 
determined 
under  subsec. 
(c))  is- 


Or  his  average  monthly 
wage  (as  determined  under 
subsec.  (b))  is— 

But  not 

At  least—    more  than— 


The  amount 
referred  to  in 
the  preceding 
paragraphs 
of  this 
subsection 
shall  be— 


And  the  maximum 
amount  of  benefits 
payable  (as  provided 
in  sec.  203(a))  on 
the  basis  of  his 
wages  and  self- 
employment  income 
shall  be— 


$16.21. 
$16.85. 
$17.61. 
$18.41. 
$19.25. 
$20.01. 
$20.65. 
$21.29. 
$21.89. 
$22.29. 
$22.69. 
$23.09. 
$23.45. 


$16. 20 

$55.40  or  less 

$76 

$61. 00 

16. 84 

56.50 

$77 

78 

62.20 

17. 60 

57.70 

79 

80 

63.  50 

18. 40 

58. 80 

81 

81 

64.70 

19. 24 

59. 90 

82 

83 

65. 90 

20.  00 

61.10 

84 

85 

67.30 

20. 64 

62.20 

86 

87 

68. 50 

21.28 

63.  30 

88 

89 

69.70 

21.88 

64.  50 

90 

90 

71.00 

22. 28 

65. 60 

91 

92 

72.20 

22. 68 

66. 70 

93 

94 

73. 40 

23.  08 

67. 80 

95 

96 

74.60 

23. 44 

69.00 

97 

97 

75.90 

23. 76 

70. 20 

98 

99 

77. 30 

$91.  50 
93. 30 
95. 30 
97.10 
98.90 
101.00 
102.80 
104. 60 
106.  50 
108. 30 
110.10 
111.90 
113.90 
116. 00 


(17) 
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TABLE  FOR  DETERMINING  PRIMARY  INSURANCE  AMOUNT  AND  MAXIMUM  FAMILY  BENEFITS— Continued 


(Primary  insurance  benefit 
under  1939  act,  as  modified) 


II 

(Primary 
insurance 
amount  under 
1967  act) 


III 


(Average  monthly  wage) 


(Primary 
insurance 
amount) 


(Maximum  family 
benefits) 


If  an  individual's  primary 
insurance  benefit  (as 
determined  under 
subsec.  (d))  is— 


At  least- 


But  not 
more  than— 


Or  his  primary 
insurance 
amount  (as 
determined 
under  subsec. 
(c))  is- 


Or  his  average  monthly 
wage  (as  determined  under 
subsec.  (b))  is— 

But  not 
more  than— 


At  least— 


The  amount 
referred  to  in 
the  preceding 
paragraphs 
of  this 
subsection 
shall  be— 


And  the  maximum 
amount  of  benefits 
payable  (as  provided 
in  sec.  203(a))  on 
the  basis  of  his 
wages  and  self- 
employment  income 
shall  be— 


$23.77. 
$24.21. 
$25.61. 
$25.01. 
$25.49. 
$25.93. 
$26.41. 
$26.95. 
$27.47. 
$28.01. 
$28.69. 
$29.26. 
$29.69. 
$30.37. 
$30.93. 
$31.37. 
$32.01. 
$32.61. 
$33.21. 
$33.89. 
$34.51. 
$35.01. 
$35.81. 
$36.41. 
$37.09. 
$37.61. 
$38.21. 
$39.13. 
$39.69. 
$40.34. 
$41.13. 
$41.77. 
$42.45. 
$4321. 
$43.77. 
$44.45. 
$44  89. 


24. 20 

71.50 

100 

101 

78. 70 

118. 10 

24.60 

72.60 

102 

102 

79. 90 

119. 90 

25. 00 

73.80 

103 

104 

81  20 

121.80 

25.  48 

75. 10 

105 

106 

82. 70 

124. 10 

25. 92 

76  30 

107 

107 

84  00 

126  00 

26.40 

77.  50 

108 

109 

85. 30 

128.  00 

26  94 

78  70 

110 

113 

86  60 

129  90 

27. 46 

79.90 

114 

118 

87.90 

131.90 

28  00 

81  10 

119 

122 

89  30 

134  00 

28. 68 

82. 30 

123 

127 

90.60 

135. 90 

29.  25 

83  60 

128 

132 

92  00 

138  00 

29. 68 

84.70 

133 

136 

93. 20 

139. 80 

30.  36 

85. 90 

137 

141 

94.50 

141.80 

30. 92 

87. 20 

142 

146 

96  GO 

144  00 

31.36 

88. 40 

147 

150 

97, 30 

146. 00 

32.  00 

89.  50 

151 

155 

98.  50 

147.80 

32.60 

90.  80 

156 

160 

99.90 

149. 90 

33. 20 

92. 00 

161 

164 

101.20 

151.80 

33. 88 

93.20 

165 

169 

102.60 

153. 90 

34.  50 

94. 40 

170 

174 

103.90 

155. 90 

35.  00 

95. 60 

175 

178 

105.20 

157. 80 

35. 80 

96.  80 

179 

183 

106.  50 

159.  80 

36. 40 

98.  00 

184 

188 

107.  80 

161.70 

37.  08 

99.30 

189 

193 

109.30 

164.  00 

37.60 

100.  50 

194 

197 

110  60 

165.90 

38.20 

101.60 

198 

202 

111.80 

167.70 

39. 12 

102.90 

203 

207 

113  20 

169. 80 

39.68 

104. 10 

208 

211 

114.60 

171.90 

40.  33 

105. 20 

212 

216 

115. 80 

173.70 

41. 12 

106.  50 

217 

221 

117.20 

176. 80 

41.76 

107,70 

222 

225 

118.  50 

180. 00 

42.44 

108.90 

226 

230 

119.  80 

184.  00 

43  20 

110.10 

231 

235 

121  20 

188. 00 

43,76 

111.40 

236 

239 

122. 60 

191.20 

44.44 

112.60 

240 

244 

123  90 

195.20 

44.  88 

113.70 

245 

249 

125. 10 

199.20 

45. 60 

115.  00 

250 

253 

126.  50 

202. 40 

116.20 

254 

258 

127.90 

206. 40 

117.30 

259 

263 

129  10 

210!  40 

118. 60 

264 

267 

130. 50 

213. 60 

119. 80 

268 

272 

131."  80 

217*60 

121' 00 

273 

277 

133  10 

221'  60 

122. 20 

278 

281 

134'.  50 

224;  80 

123,40 

282 

286 

135. 80 

228. 80 

124.70 

287 

291 

137.20 

232. 80 

125.  80 

292 

295 

138. 40 

236. 00 

127. 10 

296 

300 

139.90 

240, 00 

128.30 

301 

305 

141.20 

244. 00 

129. 40 

306 

309 

142. 40 

247.  20 

130.70 

310 

314 

143.80 

251.20 

131.90 

315 

319 

145.10 

255. 20 

133.  00 

320 

323 

146.30 

258. 40 

134.30 

324 

328 

147.80 

262. 40 

135.  50 

329 

333 

149.10 

266. 40 

136.80 

334 

337 

150.  50 

269. 60 

137.90 

338 

342 

151.70 

273.60 

139.10 

343 

347 

153.10 

277.60 

140.  40 

348 

351 

154.  50 

280.  80 

141.50 

352 

356 

155.70 

284.80 

142.  80 

357 

361 

157.10 

288.  80 

144.  00 

362 

365 

158. 40 

292. 00 

145.10 

366 

370 

159.70 

296.  00 

146.  40 

371 

375 

161.10 

300.  00 

147.60 

376 

379 

162.  40 

303.  20 

148. 90 

380 

384 

163.80 

307. 20 

150.00 

385 

389 

165.  00 

311.20 

151.20 

390 

393 

166.  40 

314.  40 

152. 50 

394 

398 

167.80 

318.40 

153. 60 

399 

403 

169.  00 

322. 40 

154.90 

404 

407 

170. 40 

325, 60 
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TABLE  FOR  DETERMINING  PRIMARY  INSURANCE  AMOUNT  AND  MAXIMUM  FAMILY  BENEFITS— Continued 


II 


III 


(Primary  insurance  benefit 
under  1939  act,  as  modified) 


(Primary 
insurance 
amount  under 

1967  act)     (Average  monthly  wage) 


IV 


(Primary 
insurance 
amount) 


(Maximum  family 
benefits) 


If  an  individual's  primary 
insurance  benefit  (as 
determined  under 
subsec.  (d))  is— 

But  not 

At  least—    more  than— 


Or  his  primary 
insurance 
amount  (as 
determined 
under  subsec. 
(c))  is- 


Or  his  average  monthly 
wage  (as  determined  under 
subsec.  (b))  is— 

But  not 
more  than— 


At  least— 


The  amount 
referred  to  in 
the  preceding 
paragraphs 
of  this 
subsection 
shall  be— 


And  the  maximum 
amount  of  benefits 
payable  (as  provided 
in  sec.  203(a))  on 
the  basis  or  his 
wages  and  self- 
employment  income 
shall  be— 


156.  00 

408 

412 

171.60 

329.60 

157.10 

413 

417 

172.90 

333.60 

158. 20 

418 

421 

174.10 

336. 80 

159.  40 

422 

426 

175.  40 

340. 80 

160.  50 

427 

431 

176.  60 

344. 80 

161.60 

432 

436 

177.80 

348.  80 

162. 80 

437 

440 

179.10 

352.  00 

163. 90 

441 

445 

180.  30 

356.  00 

165.  00 

446 

450 

181.50 

360.  00 

166.20 

451 

454 

182. 90 

361.60 

167.30 

455 

459 

184.10 

363. 60 

168.40 

460 

464 

185. 30 

365. 60 

169.  50 

465 

468 

186.  50 

367. 20 

170.  70 

469 

473 

187.80 

369. 20 

171.80 

474 

478 

189. 00 

371.20 

172  90 

479 

482 

190. 20 

372. 80 

174.10 

483 

487 

191.60 

374.  80 

175. 20 

488 

492 

192. 80 

376. 80 

176.  30 

493 

496 

194. 00 

378.40 

177. 50 

497 

501 

195. 30 

380. 40 

178. 60 

502 

506 

196. 50 

382. 40 

179.70 

507 

510 

197.70 

384.  00 

180. 80 

511 

515 

198. 90 

386. 00 

182.00 

516 

520 

200. 20 

388.  00 

183.10 

521 

524 

201.50 

389.60 

184. 20 

525 

529 

202.70 

391.60 

185. 40 

530 

534 

204. 00 

393.60 

186. 50 

535 

538 

205. 20 

395. 20 

187.60 

539 

543 

206. 40 

397. 20 

188. 80 

544 

548 

207.70 

399.20 

189.90 

549 

553 

208. 90 

401.20 

191.00 

554 

556 

210.10 

402. 40 

192. 00 

557 

560 

211.20 

404. 00 

193. 00 

561 

563 

212.30 

405.20 

194. 00 

564 

567 

213.40 

406. 80 

195. 00 

568 

570 

214. 50 

408. 00 

196. 00 

571 

574 

215.60 

409.60 

197. 00 

575 

577 

216.70 

410. 80 

198. 00 

578 

581 

217.80 

412. 40 

199. 00 

582 

584 

218.90 

413. 60 

200. 00 

585 

588 

220. 00 

415. 20 

201.00 

589 

591 

221.10 

416. 40 

202  00 

592 

595 

222  20 

418  00 

203!  00 

596 

598 

223!  30 

419".  20 

204. 00 

599 

602 

224. 40 

420. 80 

205. 00 

603 

605 

225. 50 

422.  00 

206. 00 

606 

609 

226. 60 

423. 60 

207. 00 

610 

612 

227.70 

424. 80 

208. 00 

613 

616 

228. 80 

426. 40 

209. 00 

617 

620 

229.90 

428.  00 

210.  00 

621 

623 

231.00 

429.20 

211.00 

624 

627 

232.10 

430. 80 

212.00 

628 

630 

233.20 

432.  00 

213.00 

631 

634 

234.  30 

433.60 

214. 00 

635 

637 

235.40 

434.  80 

215. 00 

638 

641 

236.  50 

436.40 

216. 00 

642 

644 

237.60 

437.60 

217.00 

645 

648 

238. 70 

439. 20 

218. 00 

649 

656 

239. 80 

442. 40 

657 

666 

241.00 

446.40 

667 

676 

242.  00 

450.  40 

677 

685 

243. 00 

454.  00 

686 

695 

244.  00 

458. 00 

696 

705 

245.  00 

462. 00 

706 

715 

246. 00 

466.  00 

716 

725 

247.00 

470. 00 

726 

734 

248.  00 

473.60 

735 

744 

249.00 

477.60 

745 

750 

250.  00 

480.  00 
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('b)  Section  203(a)  of  such  Act  is  amended  by  striking  out  para- 
graph (2)  and  inserting  in  lieu  thereof  the  following : 

''(2)  when  two  or  more  persons  were  entitled  (without  the  ap- 
plication of  section  202(j)(l)  and  section  223(b))  to  monthly 
benefits  under  section  202  or  223  for  March  1970  on  the  basis  of 
the  wages  and  self -employment  income  of  such  insured  individual 
and  at  least  one  such  person  was  so  entitled  for  February  1970  on 
the  basis  of  such  wages  and  self -employment  income,  such  total 
of  benefits  for  March  1970  or  any  subsequent  month  shall  not  be 
reduced  to  less  than  the  larger  of — 

"(A)  the  amount  determined  under  this  subsection  with- 
out regard  to  this  paragraph,  or 

"(B)  an  amount  equal  to  the  smn  of  the  amounts  derived 
by  multiplying  the  benefit  amount  determined  under  this  title 
(mcluding  this  subsection,  but  without  the  application  of 
section  222(b),  section  202 (q),  and  subsection  (b),  (c),  and 
(d)  of  this  section) ,  as  in  effect  prior  to  March  1970,  for  each 
such  person  for  such  month,  by  110  percent  and  raising  each 
such  increased  amount,  if  it  is  not  a  multiple  of  $0.10,  to  the 
next  higher  multiple  of  $0.10 ; 
but  in  any  such  case  (i)  paragraph  (1)  of  this  subsection  shall 
be  applied  to  such  total  of  benefits  after  the  application  of  sub- 
paragraph (B),  and  (ii)  if  section  2202 (k)  (2)  (A)  was  ap- 
plicable in  the  case  of  any  such  benefits  for  March  1970,  and 
ceases  to  apply  after  such  months,  the  provisions  of  subparagraph 
(B)  shall  be  applied,  for  and  after  the  month  in  which  section 
202 (k)  (2)  (A)  ceases  to  apply,  as  though  paragraph  (1)  had  not 
been  applicable  to  such  total  of  benefits  for  March  1970,  or". 

(c)  Section  215  (b)  (4)  of  such  Act  is  amended  by  striking  out  "Jan- 
uarv  1968"  each  time  it  appears  and  inserting  in  lieu  thereof  "February 
1970". 

(d)  Section  215(c)  of  such  Act  is  amended  to  read  as  follows: 

"Primary  Insurance  Amount  Under  1967  Act 

"(c)  (1)  For  the  purposes  of  column  II  of  the  table  appearing  in 
subsection  (a)  of  this  section,  an  individual's  primary  insurance 
amount  shall  be  computed  on  the  basis  of  the  law  in  effect  prior  to 
the  enactment  of  the  Social  Security  Amendments  of  1969. 

"(2)  The  provision  of  this  subsection  shall  be  applicable  only  in  the 
case  of  an  individual  who  became  entitled  to  benefits  under  section 
202(a)  or  section  223  before  March  1970,  or  who  died  before  such 
month." 

(e)  The  amendments  made  by  this  section  shall  apply  with  respect 
to  montlily  benefits  under  title  II  of  the  Social  Security  Act  for 
months  after  February  1970  and  with  respect  to  lump-sum  death  pay- 
ments under  such  title  in  the  case  of  deaths  occurring  after  February 
1970. 

(f)  If  an  individual  was  entitled  to  a  disability  insurance  benefit 
under  section  223  of  the  Social  Security  Act  for  February  1970  and 
became  entitled  to  old-age  insurance  benefits  under  section  202(a)  of 
such  Act  for  March  1970,  or  he  died  in  such  month,  then,  for  purposes 
of  section  215(a)  (4)  of  the  Social  Security  Act  (if  applicable),  the 
amount  in  column  IV  of  the  table  appearing  in  such  section  215  (a)  for 
such  indivi(hial  shall  be  the  amount  in  such  column  on  the  line  on 
which  in  column  II  appears  his  primary  insurance  amount  (as  deter- 
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mined  under  section  215(c)  of  such  Act)  instead  of  the  amount  in 
column  IV  equal  to  the  primary  insurance  amount  on  which  his  dis- 
ability insurance  benefit  is  based. 

INCREASE  IN  BENEFITS  FOR  CERTAIN  INDIVIDUALS  AGE  7  2  AND  OVER 

Sec.  3.  (a)  (1)  Section  227(a)  of  the  Social  Security  Act  is  amended 
by  striking  out  "$40"  and  inserting  in  lieu  thereof  "$44,"  and  by 
striking  out  "$20"  and  inserting  in  lieu  thereof  "$22.". 

(2)  Section  227 (b)  of  such  Act  is  amended  by  striking  out  in  the 
second  sentence  "$40"  and  inserting  in  lieu  thereof  "$44". 

(b)  (1)  Section  228(b)  (1)  of  such  Act  is  amended  bv  striking  out 
"$40"  and  inserting  in  lieu  thereof  "$44". 

(2)  Section  228  (b)  (2)  of  such  Act  is  amended  by  striking  out  "$40" 
and  insertiuj^  in  lieu  thereof  "$44",  and  by  striking  out  "$20"  and 
inserting  in  lieu  thereof  "$22". 

(3)  Section  228(c)  (2)  of  such  Act  is  amended  by  striking  out  "$20" 
and  inserting  in  lieu  thereof  "$22". 

(4)  Section  228(c)  (3)  (A)  of  such  Act  is  amended  by  striking  out 
"$40"  and  inserting  in  lieu  thereof  "$44". 

(5)  Section  228(c)  (3)  (B)  of  such  Act  is  amended  by  striking  out 
"$20"  and  inserting  in  lieu  thereof  "$22". 

(c)  The  amendments  made  by  subsections  (a)  and  (b)  shall  ajDply 
with  respect  to  monthly  benefits  under  title  II  of  the  Social  Security 
Act  for  months  after  February  1970. 

AUTOMATIC  ADJUSTMENT  OF  BENEFITS 

Sec.  4.  (a)  Section  215  of  the  Social  Security  Act  is  amended  by 
adding  after  subsection  (h)  the  following  new  subsection : 

"Cost-of-Living  Increases  in  Benefits 

"(i)  (1)  For  purposes  of  this  subsection — 

"(A)  the  term  'base  quarter'  shall  mean  the  period  of  three 
consecutive  calendar  months  ending  on  September  30,  1969,  and 
the  period  of  3  consecutive  calendar  months  ending  on  September 
30  of  each  year  thereafter. 

"(B)  the  term  'cost-of-living  computation  quarter'  shall  mean 
the  base  quarter  in  which  the  monthly  average  of  the  Consumer 
Price  Index  prepared  by  the  Department  of  Labor  exceeds,  by 
not  less  than  3  per  centum,  the  monthly  average  of  such  Index  in 
the  later  of :  (i)  the  3  calendar-month  period  ending  on  Septem- 
ber 30,  1969  or  (ii)  the  base  quarter  which  was  most  recently  a 
cost-of-living  computation  quarter. 
"(2)  (A)  If  the  Secretary  determines  that  a  base  quarter  in  a 
calendar  year  is  also  a  cost-of-living  computation  quarter,  he  shall, 
effective  for  January  of  the  next  calendar  year,  increase  the  benefit 
amount  of  each  individual  who  for  such  month  is  entitled  to  benefits 
under  section  227  or  228  and  the  primary  insurance  amount  of  each 
individual,  specified  in  subparagraph  (B)  of  this  paragraph,  by  an 
amount  derived  by  multiplying  such  amount  of  each  such  individual 
(including  each  such  individual's  primary  insurance  amount  or  benefit 
amount  under  section  227  or  228  as  previously  increased  under  this 
subparagraph)  by  the  same  per  centum  (rounded  by  the  nearest  one- 
tenth  of  1  per  centum)  as  the  monthly  average  of  the  Consumer  Price 
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Index  for  such  cost-of-living  computation  quarter  exceeds  the  monthly 
average  of  such  Index  for  the  base  quarter  determined  after  the  appli- 
cation of  clauses  (i)  and  (ii)  of  paragraph  (1)(B).  Such  increased 
primary  insurance  amount  shall  be  considered  such  individual's  pri- 
mary insurance  amount  for  purposes  of  this  subsection,  section  202, 
and  section  223. 

"(B)  The  increase  provided  by  subparagraph  (A)  with  respect 
to  a  particular  cost-of-living  computation  quarter  shall  apply  in  the 
case  of  monthly  benefits  under  this  title  for  months  after  December  of 
the  calendar  year  in  which  occurred  such  cost-of-living  computation 
quarter,  based  on  the  wages  and  self -employment  income  of  an  individ- 
ual who  became  entitled  to  monthly  benefits  under  section  202,  223,  227, 
or  228  (without  regard  to  section  202(j)(l)  or  section  223(b)),  or 
who  died,  in  or  before  December  of  the  calendar  year  in  which  occurred 
such  cost-of-living  computation  quarter. 

"(C)  If  the  Secretary  determines  that  a  base  quarter  in  a  calendar 
year  is  also  a  cost-of-living  computation  quarter,  he  shall  publish  in  the 
Federal  Eegister  on  or  before  December  1  of  such  calendar  year  a 
determination  that  a  benefit  increase  is  resultantly  required  and  the 
percentage  thereof.  He  shall  also  publish  in  the  Federal  Eegister  at 
that  time  a  revision  of  the  benefit  table  contained  in  subsection  (a),  as 
it  may  have  been  revised  previously,  pursuant  to  this  subparagraph. 
Such  revision  shall  be  determined  as  follows : 

"  (i)  The  amount  of  each  line  of  column  II  shall  be  changed  to 
the  amount  shown  on  the  corresponding  line  of  column  IV  of  the 
table  in  effect  before  this  revision. 

"(ii)  The  amount  of  each  line  of  column  IV  shall  be  increased 
from  the  amount  shown  in  the  table  in  effect  before  this  revision  by 
increasing  such  amount  by  the  per  centum  specified  in  subpara- 
graph (A)  of  paragraph  (2),  raising  each  such  increased  amount, 
if  not  a  multiple  of  $0.10,  to  the  next  higher  multiple  of  $0.10. 

"  (iii)  If  the  contribution  and  benefit  base  (as  defined  in  section 
230  (b) )  for  the  calendar  year  in  which  such  benefit  table  is  revised 
is  lower  than  such  base  for  the  following  calendar  year,  columns 
III,  IV,  and  V  shall  be  extended.  The  amount  in  the  first  addi- 
tional line  in  column  IV  shall  be  the  amount  in  the  last  line  of 
such  column  as  determined  under  clause  (ii),  i>lus  $1.00,  rounding 
such  increased  amount  to  the  nearest  multiple  of  $1.00.  The 
amount  of  each  succeeding  line  of  column  IV  shall  be  the  amount 
on  the  preceding  line  increased  by  $1.00,  until  the  amount  on  the 
last  line  of  such  column  shall  be  equal  to  Y^q  of  the  contribution  and 
earnings  base  for  the  calendar  year  succeeding  the  calendar  year 
in  which  such  benefit  table  is  revised,  rounding  such  amount,  if  not 
a  multiple  of  $1.00,  to  the  nearest  multiple  of  $1.00.  The  amount 
in  each  additional  line  of  column  III  shall  be  determined  so  that 
the  second  figure  in  the  last  line  of  column  III  shall  be  i/42  of  ^he 
contribution  and  earnings  base  for  the  calendar  year  following 
the  calendar  year  in  which  such  benefit  table  is  revised,  and  the 
remaining  figures  in  column  III  shall  be  determined  in  consistent 
mathematical  intervals  from  column  IV.  The  second  figure  in  the 
last  line  of  column  III  before  the  extension  of  the  column  shall  be 
increased  to  a  figure  mathematically  consistent  with  the  figures 
determined  in  accordance  with  the  preceding  sentence.  The 
amount  on  each  line  of  column  V  shall  be  increased,  to  the  extent 
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necessary,  so  that  each  such  amount  shall  be  equal  to  40  per  centum 
of  the  second  figure  in  the  same  line  of  column  III,  plus  40  per 
centum  of  the  smaller  of  (I)  such  second  figure  or  (II)  the  larger 
of  $450  or  50  per  centum  of  the  largest  figure  in  column  III. 

"(iv  )  The  amount  on  each  line  of  column  V  shall  be  increased, 
if  necessary,  so  that  such  amount  shall  be  at  least  equal  to  li/^ 
times  the  amount  shown  on  the  corresponding  line  in  column  IV. 
Any  such  increased  amount  that  is  not  a  multiple  of  $0.10  shall  be 
increased  to  the  next  higher  multiple  of  $0.10." 

(b)  Section  203(a)  of  such  Act  is  amended  by  striking  out  the 
period  at  the  end  of  the  first  sentence  and  inserting  in  lieu  thereof, 
"or"  and  adding  the  following  new  paragraph : 

"  (4)  when  two  or  more  persons  are  entitled  (without  the  appli- 
cation of  section  202(3)  W  section  223(b) )  to  monthly  bene- 
fits under  section  202  or  223  for  December  in  the  calendar  year 
in  which  occurs  a  cost-of-living  computation  quarter  (as  denned 
in  section  215  (i)  (1))  on  the  basis  of  the  wages  and  self -employ- 
ment income  of  such  insured  individual,  such  total  of  benefits  for 
the  month  immediately  following  shall  be  reduced  to  not  less  than 
the  amount  equal  to  the  sum  of  the  amounts  derived  by  multiply- 
ing the  benefit  amount  determined  under  this  title  (including  tms 
subsection,  but  without  the  application  of  section  222(b),  section 
202 (q),  and  subsections  (b),  (c),  and  (d)  of  this  section)  as  in 
effect  for  December  for  each  such  person  by  the  same  per  centum 
increase  as  such  individual's  primary  insurance  amount  (includ- 
ing such  amount  as  previously  increased  under  section  215  (i)  (2) ) 
is  increased  and  raising  each  such  increased  amount,  if  not  a  mul- 
tiple of  $0.10,  to  the  next  higher  multiple  of  $0.10.". 

(c)  (1)  Section  202(a)  of  such  Act  is  amended  by  striking  out  "(as 
defined  in  section  215  (a) ) .". 

(2)  Section  215(f)  (4)  of  such  Act  is  amended  by  adding  at  the 
end  before  the  period  the  following:  "(including  a  primary  insurance 
amount  as  increased  under  subsection  (i)  (2))". 

(3)  Section  215  (g)  of  such  Act  is  amended  by  striking  out  "primary 
insurance  amount"  and  inserting  in  lieu  thereof  "primary  insurance 
amount  (including  a  primary  insurance  amount  as  increased  under 
subsection  (i)  (2))". 

LIBERALIZATION  OF  EARNINGS  TEST 

Sec.  5.  (a)(1)  Paragraphs  (1)  and  (4)  (B)  of  section  203(f)  of 
the  Social  Security  Act  are  each  amended  by  striking  out  "$140"  and 
inserting  in  lieu  thereof  "$150  or  the  exempt  amount  as  determined 
under  paragraph  (8) ". 

(2)  Paragraph  ( 1)  ( A)  of  section  203  (h)  of  such  Act  is  amended  by 
striking  out  "$140"  and  inserting  in  lieu  thereof  "$150  or  the  exempt 
amount  as  determined  under  paragraph  (8) ". 

(3)  Paragraph  (3)  section  203(f)  of  such  Act  is  amended  to  read 
as  follows : 

"(3)  For  purposes  of  paragraph  (1)  and  subsection  (h),  an  in- 
dividual's excess  earnings  for  a  taxable  year  shall  be  50  per  centum  of 
his  earnings  for  such  in  excess  of  the  product  of  $150  or  the  exempt 
amount  as  determined  under  paragraph  (8)  multiplied  by  the  number 
of  months  in  such  year.  The  excess  earnings  as  derived  under  the  pre- 
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ceding  sentence,  if  not  a  multiple  of  $1,  shall  be  reduced  to  the  next 
lower  multiple  of  $1." 

(b)  Subsection  (f )  of  section  203  of  such  Act  is  amended  by  adding 
at  the  end  thereof  the  following  new  paragraph : 

"  (8)  ( A)  On  or  before  October  1  of  1972  and  of  each  even-numbered 
year  thereafter,  the  Secretary  shall  determine  and  publish  in  the  Fed- 
eral Register  the  exempt  amount  as  defined  in  subparagraph  (b)  for 
each  month  in  the  two  taxable  years  which  end  after  the  calendar  year 
following  the  year  in  which  such  determination  is  made. 

"(B)  The  exempt  amount  for  each  month  of  a  particular  taxable 
year  shall  be  whichever  of  the  following  is  the  larger : 

"(i)  the  product  of  $150  and  the  ratio  of  (I)  the  average  tax- 
able wages  of  all  persons  for  whom  taxable  wages  were  reported 
to  the  Secretary  for  the  first  calendar  quarter  of  the  calendar  year 
in  which  a  determination  under  subparagraph  (A)  is  made  for 
each  such  month  of  such  particular  taxable  year  to  (II)  the  aver- 
age of  the  taxable  wages  of  all  persons  for  whom  wages  were  re- 
ported to  the  Secretary  for  the  first  calendar  quarter  of  1971 ;  such 
product,  if  not  a  multiple  of  $10,  shall  be  rounded  to  the  nearest 
multiple  of  $10,  or 

"(ii)  the  exempt  amount  for  each  month  in  the  taxable  year 
preceding  such  particular  taxable  year ; 
except  that  the  provisions  in  clause  (i)  shall  not  apply  with  respect  to 
any  taxable  year  unless  the  contribution  and  earnings  base  for  such 
year  is  determined  under  section  230(b)  (1) 

(c)  Clause  (B)  of  Section  203(f)  (1)  of  the  Social  Security  Act  is 
amended  to  read  as  follows : 

"(B)  in  which  such  individual  was  age  72  or  over,  excluding  from 
such  excess  earnings  the  earnings  of  an  individual  in  or  after  the 
month  in  which  he  was  age  72  in  the  year  in  which  he  attained  age  72, 
w^ith  the  amount  (if  any)  of  an  individual's  self -employment  income 
in  such  year  beiag  prorated  in  an  equitable  manner  under  regulations 
prescribed  by  the  Secretary,". 

(d)  The  amendments  made  by  this  section  shall  apply  with  respect 
to  taxable  years  ending  after  December  1970. 

INCREASE  OF  EARNINGS  COUNTED  FOR  BENEFIT  AND  TAX  PURPOSES 

Sec.  6.  (a)(1)(A)  Section  209(a)(5)  of  the  Social  Security  Act 
is  amended  by  inserting  "and  prior  to  1972"  after  "1967". 

(B)  Section  209(a)  of  such  Act  is  further  amended  by  adding  at 
the  end  thereof  the  following  new  paragraphs : 

"(6)  That  part  of  remuneration  which,  after  remuneration  (other 
than  remuneration  referred  to  in  the  succeeding  subsections  of  this 
section)  equal  to  $9,000  with  respect  to  employment  has  been  paid  to 
an  individual  during  any  calendar  year  after  1971  and  prior  to  1974, 
is  paid  to  such  individual  during  any  such  calendar  year  ; 

"(7)  That  part  of  remuneration  which,  after  remuneration  (other 
than  remuneration  referred  to  in  the  succeeding  subsections  of  this 
section)  equal  to  the  contribution  and  earnings  base  (determined  under 
section  230)  with  respect  to  employment  paid  to  an  individual  during 
the  calendar  year  with  respect  to  which  such  contribution  and  earnings 
base  was  eflfective,  is  paid  to  such  individual  during  such  calendar 
year; 
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(2)  (A)  Section  211(b)  (1)  (E)  of  such  Act  is  amended  by  inserting 
"and  prior  to  1972"  after  "1967",  by  striking  out  or"  and  inserting 
in  lieu  thereof  " ;  and". 

(B)  Section  211(b)  (1)  of  such  Act  is  further  amended  by  adding 
at  the  end  thereof  the  following  new  subparagraphs : 

"(F)  For  any  taxable  year  ending  after  1971  and  prior  to 
1974,  (i)  $9,000,  minus  (ii)  the  amount  of  the  wages  paid  to 
such  individual  during  the  taxable  year ;  and 

"(G)  For  any  taxable  year  ending  in  any  calendar  year 
after  1973,  (i)  an  amount  equal  to  the  contribution  and  earn- 
ings base  (as  determined  under  section  230)  effective  for  such 
calendar  year,  minus  (ii)  the  amount  of  the  wages  to  such 
individual  during  such  taxable  year,  or". 

(3)  (A)  Section  213(a)  (2)  (ii)  of  such  Act  is  amended  by  striking 
out  "after  1967"  and  inserting  in  lieu  thereof  "after  1967  and  before 
1972,  or  $9,000  in  the  case  of  a  calendar  year  after  1971  and  before 
1974,  or  an  amount  equal  to  the  contribution  and  earnings  base  (as  de- 
termined mider  section  230)  in  the  case  of  any  calendar  year  with  re- 
spect to  wliich  such  contribution  and  earnings  base  was  effective". 

(B)  Section  213(a)  (2)  (iii)  of  such  Act  is  amended  by  striking  out 
"after  1967"  and  inserting  in  lieu  thereof  "after  1967  and  prior  to 
1972,  or  $9,000  in  the  case  of  a  taxable  year  ending  after  1971  and  prior 
to  1974  or  the  amount  equal  to  the  contribution  and  earnings  base,  (as 
detennined  under  section  230)  in  the  case  of  any  taxable  year  ending 
in  any  calendar  year  after  1973,  effective  for  such  calendar  year". 

(4)  Section  215(e)  (1)  of  such  Act  is  amended  by  striking  out  "and 
the  excess  over  $7,800  in  the  case  of  any  calendar  year  after  1967"  and 
inserting  in  lieu  thereof  "the  excess  over  $7,800  in  the  case  of  any  calen- 
dar year  after  1967  and  before  1972,  the  excess  over  $9,000  in  the  case  of 
any  calendar  year  after  1971  and  before  1974,  and  the  excess  over  an 
amount  equal  to  the  contribution  and  earnings  base  (as  determined 
under  section  230)  in  the  case  of  any  calendar  year  after  1973  with 
respect  to  which  such  contribution  and  earnings  base  was  effective". 

(b)  (1)  (A)  Section  1402(b)  (1)  (E)  of  the  Internal  Kevenue  Code 
of  1954  (relating  to  definition  of  self -employment  income)  is  amended 
by  inserting  "and  before  1972"  after  "1967",  and  by  striking  out  " ;  or" 
and  inserting  in  lieu  thereof  " ;  and". 

(B)  Section  1402(b)  (1)  of  such  Code  is  further  amended  by  adding 
at  the  end  thereof  the  following  new  subparagraphs : 

"(F)  for  any  taxable  year  ending  after  1971  and  before  1974, 
(i)  $9,000,  minus  (ii)  the  amount  of  the  wages  paid  to  such  in- 
dividual during  the  taxable  year ;  and 

"(G)  for  any  taxable  year  ending  in  any  calendar  year  after 
1973,  (i)  an  amount  equal  to  the  contribution  and  earnings  base 
(as  determined  under  section  230  of  the  Social  Security  Act) 
effective  for  such  calendar  year,  minus  (ii)  the  amount  of  the 
wages  paid  to  such  individual  during  such  taxable  year ;  or". 
(2)  (A)  Section  3121(a)  (1)  of  such  Code  (relating  to  definition  of 
wages)  is  amended  by  striking  out  "$7,800"  each  place  it  appears  and 
inserting  in  lieu  thereof  "$9,000". 

(B)  Effective  with  remuneration  paid  after  1973,  section  3121(a) 

(1)  of  such  Code  is  amended  by  (1)  striking  out  "$9,000"  each  place  it 
appears  and  inserting  in  lieu  thereof  "the  contribution  and  earnings 
base  (as  determined  under  section  230  of  the  Social  Security  Act) ",  and 

(2)  striking  out  "by  an  employer  during  any  calendar  year",  and  in- 
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serting  in  lieu  thereof  "by  an  employer  during  the  calendar  year  with 
respect  to  which  such  contribution  and  earnings  base  was  effective". 

(3)  (A)  The  second  sentence  of  section  3122  of  such  Code  (relating 
to  Federal  service)  is  amended  by  striking  out  "$7,800"  and  inserting  in 
lieu  thereof  "$9,000". 

(B)  Effective  with  remuneration  paid  after  1973,  the  second  sentence 
of  section  3122  of  such  Code  is  amended  by  striking  out  "$9,000"  and 
inserting  in  lieu  thereof  "the  contribution  and  earnings  base". 

(4)  (A)  Section  3125  of  such  Code  (relating  to  returns  in  the  case  of 
governmental  employees  in  Guam,  American  Samoa,  and  the  District 
of  Columbia)  is  amended  by  striking  out  "$7,800"  where  it  appears  in 
subsections  (a),  (b),  and  (c)  and  inserting  in  lieu  thereof  "$9,000". 

(B)  Effective  with  remuneration  paid  after  1973,  the  second  sentence 
of  section  3125  of  such  Code  is  amended  by  striking  out  "$9,000"  where 
it  appears  in  subsections  (a)  ,  (b),  and  (c)  and  inserting  in  lieu  there- 
of "the  contribution  and  earnings  base". 

(5)  Section  6413 (c)  (1)  of  such  Code  (relating  to  special  refunds  of 
employment  taxes)  is  amended — 

(A)  by  inserting  "and  prior  to  the  calendar  year  1972"  after 
"after  the  calendar  year  1967". 

(B)  by  inserting  after  "exceed  $7,800"  the  following:  "or  (E) 
during  any  calendar  year  after  the  calendar  year  1971  and  prior 
to  the  calendar  year  1974,  the  wages  received  by  him  during  such 
year  exceed  $9,000,  or  (F)  during  any  calendar  year  after  1973, 
the  wages  received  by  him  during  such  year  exceed  the  contri- 
bution and  earnings  base  (as  determined  under  section  230  of  the 
Social  Security  Act)  effective  with  respect  to  such  year,"  and 

(C)  by  inserting  before  the  period  at  the  end  thereof  the  fol- 
lowing :  "and  before  1972,  or  which  exceeds  the  tax  with  respect 
to  the  first  $9,000  of  such  wages  received  in  such  calendar  year 
after  1971  and  before  1974,  or  which  exceeds  the  tax  with  respect 
to  the  first  amount  equal  to  the  contribution  and  earnings  base 
(as  determined  under  section  230  of  the  Social  Security  Act)  of 
such  wages  received  in  the  calendar  year  after  1973  with  respect  to 
which  such  contribution  and  earnings  base  was  effective". 

(6)  Section  6413(c)  (2)  (A)  of  such  Code  (relating  to  refunds  of 
employment  taxes  in  the  case  of  Federal  employees)  is  amended  by — 

(A)  striking  out  "or  $7,800  for  any  calendar  year  after  1967" 
and  inserting  in  lieu  thereof  "$7,800  for  the  calendar  year  1968, 
1969,  1970  and  1971,  or  $9,000  for  the  calendar  year  1972  or  1973, 
or  an  amount  equal  to  the  contribution  and  earnings  base  (as  de- 
termined under  section  230  of  the  Social  Security  Act)  for  any 
calendar  year  after  1973  with  respect  to  which  such  contribution 
and  earnings  base  was  effective", 
(c)  The  amendments  made  by  subsections  (a)  (1)  and  (a)  (3)  (A), 
and  the  amendments  made  by  subsection  (b)  (except  paragraph  (1) 
thereof),  shall  apply  only  with  respect  to  remuneration  paid  after 
December  1971.  The  amendments  made  by  subsections  (a)(2), 
(a)  (3)  (B),  and  (b)  (1)  shall  apply  only  with  respect  to  taxable  years 
ending  after  1971.  The  amendment  made  by  subsection  (a)  (4)  shall 
apply  only  with  respect  to  calendar  years  after  1971. 

AUTOMATIC  ADJUSTMENT  OF  EARNINGIS  BASE 

Sec.  7.  (a)  Title  II  of  the  Social  Security  Act  is  amended  by  add- 
ing at  the  end  thereof  the  following  new  section : 
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"automatic  adjustment  of  earnings  base 

"Sec.  230.  (a)  On  or  before  October  1  of  1972,  and  each  even-num- 
bered year  thereafter,  the  Secretary  shall  determine  and  publish  in  the 
Federal  Kegister  the  contribution  and  earnings  base  (as  defined  in  sub- 
section (b) )  for  the  two  calendar  years  succeeding  the  calendar  year 
following  the  year  in  which  the  determination  is  made. 

"(b)  The  contribution  and  earnings  base  for  a  particular  calendar 
year  shall  be  whichever  of  the  following  is  the  larger. 

"(1)  the  product  of  $9,000  and  the  ratio  of  (A)  the  average 
taxable  wages  of  all  persons  for  whom  taxable  wages  were  re- 
ported to  the  Secretary  for  the  first  calendar  quarter  of  the  calen- 
dar year  in  which  a  determination  under  subsection  (a)  is  made 
for  such  particular  calendar  year  to  (B)  the  average  of  the  tax- 
able wages  of  all  persons  for  whom  taxable  wages  were  reported 
to  the  Secretary  for  the  first  calendar  quarter  of  1971 ;  such  prod- 
uct, if  not  a  multiple  of  $600,  shall  be  rounded  to  the  nearest 
multiple  of  $600,  or 

"(2)  the  contribution  and  earnings  base  for  the  calendar  year 
preceding  such  particular  calendar  year." 

(b)  That  part  of  section  215(a)  of  the  Social  Security  Act  which 
precedes  the  table  is  amended  by  striking  out  "or"  at  the  end  of  para- 
graph (3) ,  by  striking  out  the  period  at  the  end  of  paragraph  (4)  and 
inserting  in  lieu  thereof  "or  the  amount  equal  to  his  primary  insur- 
ance amount  upon  which  such  disability  insurance  benefit  is  based  if 
such  primary  insurance  amount  was  determined  under  paragraph  (5) ; 
or",  and  by  inserting  after  paragraph  (4)  the  following : 

"(5)  If  such  insured  individual's  average  monthly  wage  (as 
determined  under  subsection  (b) )  exceeds  $750,  the  amount  equal 
to  the  sum  of  (A)  $54.48  and  (B)  28.47  per  centum  of  such  aver- 
age monthly  wage;  such  sum,  if  it  is  not  a  multiple  of  $1,  shall 
be  rounded  to  the  nearest  multiple  of  $1." 

(c)  So  much  of  section  203  (a)  as  precedes  paragraph  (2)  is  amended 
to  read  as  follows : 

"Sec.  203(a)  Whenever  the  total  of  monthly  benefits  to  which  in- 
dividuals are  entitled  under  sections  202  and  223  for  a  month  on  the 
basis  of  the  wages  and  self -employment  income  of  an  insured  individ- 
ual exceeds  the  larger  of:  (I)  the  amount  appearing  in  column  V  of 
the  table  in  section  215(a)  on  the  line  on  which  appears  in  column  IV 
such  insured  individual's  primary  insurance  amount,  and  (II)  the 
amount  which  is  equal  to  the  sum  of  $180.00  and  40  per  centum  of  the 
highest  average  monthly  wage  (as  determined  under  section  215(b) ), 
which  will  produce  the  primary  insurance  amount  of  such  individual 
(as  determined  under  section  215(a)  (5) ),  such  total  of  monthly  bene- 
fits to  which  such  individuals  are  entitled  shall  be  reduced  to  the  larger 
amount  determined  under  (I)  or  (II)  above,  whichever  is  applicable; 
except  that — 

"(1)  when  any  such  individuals  so  entitled  would  (but  for  the 
provisions  of  section  202(k)  (2)  (A) )  be  entitled  to  child's  in- 
surance benefits  on  the  basis  of  the  wages  and  self-employment 
income  of  one  or  more  other  insured  individuals,  such  total  bene- 
fits shall  not  be  reduced  to  less  than  the  larger  of : 

"(A)  the  sum  of  the  maximum  amounts  of  benefits  pay- 
able on  the  basis  of  the  wages  and  self -employment  income  of 
all  such  insured  individuals,  but  not  more  than  the  last 
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figure  in  column  V  of  the  table  appearing  in  section  215(a), 
and 

"(B)  the  amoimt  determmed  under  clause  (II)  for  the 
highest  primary  insurance  amount  of  any  such  insured  in- 
dividual (if  such  primary  insurance  amount  is  determined 
under  section  215(a)  (15)  f." 

(d)  (1)  Section  201(c)  of  the  Social  Security  Act  is  amended  by 
inserting  before  the  last  sentence  the  following  sentence : 

"The  report  shall  further  include  a  recommendation  as  to  the  appro- 
priateness of  the  tax  rates  in  sections  1401(a),  3101(a),  and  3111  (a) 
of  the  Internal  Keyenue  Code  of  1954,  which  will  be  in  effe<it  for  the 
following  calendar  year;  this  recommendation  shall  be  made  in  the 
light  of  the  need  for  the  estimated  income  in  relationship  to  the  esti- 
mated outgo  of  the  Trust  Funds  during  such  year." 

(2)  Section  1817  (b)  of  such  Act  is  amended  by  inserting  before  the 
last  sentence  the  following  sentence : 

"The  report  shall  further  include  a  recommendation  as  to  the  appro- 
priateness of  the  tax  rates  in  sections  1401(b),  3101(b),  and  3111(b) 
of  the  Internal  Eevenue  Code  of  1954,  which  will  be  in  effect  for  the 
following  calendar  year;  this  recommendation  shall  be  made  in  the 
light  of  the  need  for  the  estimated  income  in  relationship  to  the  esti- 
mated outgo  of  the  Trust  Fund  during  such  year". 

(e)  The  amendments  made  by  subsections  (b)  and  (c)  shall  apply 
with  respect  to  monthly  benefits  for  months  after  December  1973  and 
with  respect  to  lump-sum  death  payments  under  such  title  in  the  case 
of  deaths  occurring  after  1973. 

CHAXGES  IN  TAX  SCHEDULES 

Sec.  8.  (a)  (1)  Section  1401(a)  of  the  Internal  Revenue  Code  of 
1954  (relating  to  rate  of  tax  on  self -employment  income  for  purposes 
of  old-age,  survivors,  and  disability  insurance)  is  amended  by  strik- 
ing out  paragraphs  (1) ,  (2),  (3),  and  (4)  and  inserting  in  lieu  thereof 
the  following : 

"(1)  in  the  case  of  any  taxable  year  beginning  after  December 
31,  1969,  and  before  January  1,  1975,  the  tax  shall  be  equal  to  6.3 
percent  of  the  amount  of  the  self-employment  income  for  such 
taxable  year ; 

"(2)  m  the  case  of  any  taxable  year  beginning  after  December 
31,  1974,  and  before  Januar\^  1,  1977,  the  tax  shall  be  equal  to  6.9 
percent  of  the  amount  of  the  self -employment  income  for  such 
taxable  year ;  and 

"(3)  in  the  case  of  any  taxable  year  beginning  after  December 
31,  1976,  the  tax  shall  be  equal  to  7.0  percent  of  the  amount  of  the 
self -employment  income  for  such  taxable  year." 
(2)  Section  3101(a)  of  such  Code  (relating  to  rate  of  tax  on  em- 
ployees for  purposes  of  old-age,  survivors,  and  disability  insurance) 
is  amended  by  striking  out  paragraphs  (1),  (2),  (3),  and  (4)  and  in- 
serting in  lieu  thereof  the  following : 

"(1)  with  respect  to  wages  received  during  the  calendar  years 
1970,  1971,  1972,  1973  and  1974,  the  rate  shall  be  4.2  percent; 

"(2)  with  respect  to  wages  received  during  the  calendar  years 
1975  and  1976,  the  rate  shall  be  4.6  percent ; 

"(3)  with  respect  to  wages  received  during  the  calendar  years 
1977, 1978,  and  1979,  the  rate  shall  be  4.8  percent ; 
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"(4)  with  respect  to  wages  received  during  the  calendar  years 
1980,  1981,  1982,  1983,  1984,  1985,  and  1986,  the  rate  shall  be  4.9 
percent;  and 

"  ( 5 )  with  respect  to  wages  received  after  December  31, 1986,  the 
rate  shall  be  5.0  percent." 
(3)  Section  3111(a)  of  such  Code  (relating  to  rate  of  tax  on  em- 
ployers for  purposes  of  old-age,  survivors,  and  disability  insurance) 
is  amended  by  striking  out  paragraphs  (1),  (2),  (3),  and  (4)  and  in- 
serting in  lieu  thereof  the  following : 

"(1)  with  respect  to  wages  paid  during  the  calendar  years 
1970, 1971, 1972, 1973  and  1974,  the  rate  shall  be  4.2  percent; 

"(2)  with  respect  to  wages  paid  during  the  calendar  years 
1975  and  1976,  the  rate  shall  be  4.6  percent ; 

"(3)  with  respect  to  wages  paid  during  the  calendar  years 
1977, 1978,  and  1979,  the  rate  shall  be  4.8  percent ; 

"(4)  with  respect  to  wages  paid  during  the  calendar  years 
1980,  1981,  1982,  1983,  1984,  1985,  and  1986,  the  rate  shall  be  4.9 
percent;  and 

"(5)  with  respect  to  wages  paid  after  December  31,  1986,  the 
rate  shall  be  5.0  percent.'' 

(b)  (1)  Section  1401(b)  of  such  Code  (relating  to  rate  of  tax  on 
self-employment  income  for  purposes  of  hospital  insurance)  is 
amended  by  striking  out  paragraphs  (1),  (2),  (3),  (4),  and  (5)  and 
inserting  in  lieu  thereof  the  following : 

"(1)  in  the  case  of  any  taxable  year  beginning  after  December 
31,  1969,  and  before  January  1,  1971,  the  tax  shall  be  equal  to  0.60 
percent  of  the  amount  of  the  self-employment  income  for  such 
taxable  year ;  and 

"(2)  in  the  case  of  any  taxable  year  beginning  after  Decem- 
ber 31, 1970,  the  tax  shall  be  equal  to  0.90  percent  of  the  amount  of 
the  self-employment  income  for  such  taxable  year." 

(2)  Section  3101(b)  of  such  Code  (relating  to  rate  of  tax  on  em- 
ployees for  purposes  of  hospital  insurance)  is  amended  by  striking 
out  paragraphs  (1),  (2),  (3),  (4),  and  (5)  and  inserting  in  lieu  thereof 
the  following : 

"  ( 1 )  with  respect  to  wages  received  during  the  calendar  year 
1970,  the  rate  shall  be  0.60  percent;  and 

"(2)  with  respect  to  wages  received  after  December  31,  1970, 
the  rate  shall  be  0.90  percent." 

(3)  Section  3111(b)  of  such  Code  (relating  to  rate  of  tax  on  em- 
ployers for  purposes  of  hospital  insurance)  is  amended  by  striking  out 
paragraphs  (1),  (2),  (3),  (4),  and  (5)  and  inserting  in  lieu  thereof 
the  following: 

"  ( 1)  with  respect  to  wages  paid  during  the  calendar  year  1970, 
the  rate  shall  be  0.60  percent ;  and 

"(2)  with  respect  to  wages  paid  after  December  31,  1970,  the 
rate  shall  be  0.90  percent." 

(c)  The  amendments  made  by  subsections  (a)  (1)  and  (b)  (1)  shall 
apply  only  with  respect  to  taxable  years  beginning  after  December  31, 
1969.  The  remaining  amendments  made  by  this  section  shall  apply  only 
with  respect  t*^  remuneration  paid  after  December  31, 1969. 
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AGE- 6  2  COMPUTATION  POINT  FOR  MEN 


Sec.  9.  (a)  Section  214(a)  (1)  of  the  Social  Security  Act  is  amended 
by  striking  out  "before — "  and  by  striking  out  all  of  subparagraphs 
(A),  _(B),  and  (C)  and  by  inserting  in  lieu  thereof  "before  the  year 
in  which  he  died  or  (if  earlier)  the  year  in  which  he  attained  age  62,". 

(b)  Section  215(b)  (3)  of  such  Act  is  amended  by  striking  out  "be- 
fore— "  and  all  of  subparagraphs  (A),  (B),  and  (C)  and  by  inserting 
in  lieu  thereof  "before  the  year  in  which  he  died  or,  if  it  occurred 
earlier  but  after  1960,  the  year  in  which  he  attained  age  62.". 

(c)  Section  215(f)  of  such  Act  is  amended  by  striking  out  para- 
graph (5)  and  inserting  in  lieu  thereof  the  following : 

"(5)  In  the  case  of  an  individual  who  is  entitled  to  monthly  benefits 
for  a  month  after  December  1970,  on  the  basis  of  the  wages  and  self- 
employment  income  of  an  insured  indi^ddual  who  prior  to  January 
1971  became  entitled  to  benefits  under  section  202(a),  became  entitled 
to  benefits  under  section  223  after  the  year  in  which  he  attained  age 
62,  or  died  in  a  year  after  the  year  in  which  he  attained  age  62,  the 


the  primary  insurance  amount  of  such  insured  individual.  Such  re- 
computation  shall  be  made  under  whichever  of  the  following  alterna- 
tive computation  methods  yields  the  higher  primary  insurance 
amount : 

"(A)  the  computation  methods  of  this  section,  as  amended  by 
the  Social  Security  Amendments  of  1969,  which  would  be  appli- 
cable in  the  case  of  an  insured  individual  who  attained  age  62 
after  December  1970,  or 

"(B)  under  the  provisions  in  subparagraph  (A)  (but  without 
regard  to  the  limitation,  ^but  after  I960'  contained  in  paragraph 
(3)  of  subsection  (b)),  except  that  for  any  such  recomputation, 
when  the  number  of  an  individual's  benefit  computation  years  is 
less  than  5,  his  average  monthly  wage  shall,  if  it  is  in  excess  of 
$400,  be  reduced  to  such  amount." 

(d)  Section  223  (a)  (2)  of  such  Act  is  amended  by — 

(1)  striking  out  "  (if  a  woman)  or  age  65  (if  a  man) ". 

(2)  striking  out  "in  the  case  of  a  woman"  and  inserting  in  lieu 
thereof  "in  the  case  of  an  individual",  and 

(3)  striking  out  "she"  and  inserting  in  lieu  thereof  "he". 

(e)  Section  223  (c)  (1)  (A)  is  amended  by  striking  out "  (if  a  woman) 
or  age  65  (if  a  man) ". 

(f )  The  amendments  made  by  the  preceding  subsections  of  this  sec- 
tion shall  apply  with  respect  to  monthly  benefits  under  title  II  of  the 
Social  Security  Act  for  months  after  December  1970  and  with  respect 
to  lump-sum  death  payments  made  in  the  case  of  an  insured  indi^dd- 
ual  who  died  after  such  month. 

(g)  _  Sections  209(i),  216(i)  (3)  (A),  and  213(a)(2)  of  the  Social 
Security  Act  are  amended  by  striking  out  "  (if  a  woman)  or  age  65  (if 


entitlement  to  child's  insurance  benefits  based  on  disability 
which  began  bet^\teen  18  and  2  2 

Sec.  10.  (a)^  Clause  (ii)  of  section  202(d)(1)(B)  of  the  Social 
Security  Act  is  amended  by  striking  out  "which  began  before  he 
attained  the  age  of  18"  and  inserting  in  lieu  thereof  ""which  began 
before  he  attained  the  age  of  22". 


Secretary  shall,  notwithstandin] 


;raphs  (1)  and  (2),  recompute 


a  man)". 
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(b)  Subparagraphs  (F)  and  (G)  of  section  202(d)  (1)  of  such  Act 
are  amended  to  read  as  follows : 

"  (F)  if  such  child  was  not  under  a  disability  (as  so  defined)  at 
the  time  he  attained  the  age  of  18,  the  earlier  of — 

"(i)  the  first  month  during  no  part  of  which  he  is  a  full- 
time  student,  or 

"(ii)  the  month  in  which  he  attains  the  age  of  22, 
but  only  if  he  was  not  under  a  disability  (as  so  defined)  in  such 
earlier  month ;  or 

"(G)  if  such  child  was  under  a  disability  (as  so  defined)  at 
the  time  he  attained  the  age  of  18,  or  if  he  was  not  under  a  dis- 
ability (as  so  defined)  at  such  time  but  was  under  a  disability 
(as  so  defined)  at  or  prior  to  the  time  he  attained  (or  \tould  at- 
tain) the  age  of  22,  the  third  month  following  the  month  in 
which  he  ceases  to  be  under  such  disability  or  (if  later)  the 
earlier  of — 

"(i)  the  first  month  during  no  part  of  which  he  is  a  full- 
time  student,  or 

"(ii)  the  month  in  which  he  attains  the  age  of  22, 
but  only  if  he  was  not  under  a  disability  (as  so  defined)  in  such 
earlier  month." 

(c)  Section  202(d)  (1)  of  such  Act  is  further  amended  by  adding  at 
the  end  thereof  the  following  new  sentence :  "No  payment  under  this 
paragraph  may  be  made  to  a  child  who  would  not  meet  the  definition 
of  disability  in  section  223(d)  except  for  paragraph  (1)  (B)  thereof 
for  any  month  in  which  he  engages  in  substantial  gainful  activity." 

(d)  Paragraph  (6)  of  section  202(d)  is  amended  by  striking  out 
"in  which  he  is  a  full-time  student  and  has  not  attained  the  age  of  22" 
and  all  that  follows  and  inserting  in  lieu  thereof  "in  which  he — 

"(A)  (i)  is  a  full-time  student  or  (ii)  is  under  a  disability  (as 
defined  in  section  223  (d) ) ,  and 

"  (B)  had  not  attained  the  age  of  22, 
but  only  if  he  has  filed  application  for  such  reentitlement.  Such  re- 
entitlement  shall  end  with  the  month  preceding  whichever  of  the  fol- 
lowing first  occurs : 

"(C)  the  first  month  in  which  an  event  specified  in  paragraph 
(1)  (D)  occurs;  or 

"(D)  the  earlier  of  (i)  the  first  month  during  no  part  of 
which  he  is  a  full-time  student  or  (ii)  the  month  in  which  he 
attains  the  age  of  22,  but  only  if  he  is  not  under  a  disability 
(as  so  defined)  in  such  earlier  month ;  or 

"(E)  if  he  was  under  a  disability  (as  so  defined),  the  third 
month  following  the  month  in  which  he  ceases  to  be  under  such 
disability  or  (if  later)  the  earlier  of — 

"(i)  the  first  month  during  no  part  of  which  he  is  a  full- 
time  student,  or 

"(ii)  the  month  in  which  life  attains  the  age  of  22." 

(e)  Section  202 (s)  of  such  Act  is  amended — 

(1)  by  striking  out  "before  he  atained  such  age"  in  paragraph 
(1)  and  inserting  in  lieu  thereof  "before  he  attained  the  age  of 
22";  and 

(2)  by  striking  out  "before  such  child  attained  the  age  of  18" 
in  paragraj>hs  (2)  and  (3)  and  inserting  in  lieu  thereof  "be- 
fore such  child  attained  the  age  of  22". 
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(f)  The  amendments  made  by  this  section  shall  apply  only  with 
respect  to  monthly  insurance  benefits  payable  under  section  202  of 
the  Social  Security  Act  for  months  after  December  1970,  except  that 
in  the  case  of  an  individual  who  wag  not  entitled  to  a  monthly  benefit , 
under  such  section  for  December  1970,  such  amendments  shall  ap- 
ply only  on  the  basis  of  an  application  filed  after  September  30,  1970. 

ALLOCATION  TO  DISABELITT  INSURANCE  TRUST  FUND 

Sec.  11.  (a)  Section  201(b)(1)  of  the  Social  Security  Act  is 
amended  by — 

(1)  striking  out  "and"  at  the  end  of  clause  (B)  ; 

(2)  striking  out  "1967,  and  so  reported,"  and  inserting  in  lieu 
thereof  the  following:  "1967,  and  before  January  1,  1970,  and 
so  reported,  and  (D)  1.05  per  centum  of  the  wages  (as  so  de- 
fined) paid  after  December  31, 1969,  and  so  reported  ,". 

(b)  Section  201  (b)(2)  of  such  Act  is  amended  by — 
^1)  striking  out  "and"  at  the  end  of  clause  (B) ; 
(2)  striking  out  "1967,"  and  inserting  in  lieu  thereof  the  fol- 
lowing: "1967,  and  before  January  1,  1970,  and  (D)  0.7875  of  1 
per  centum  of  the  amount  of  self -employment  income  (as  so 
defined)  so  reported  for  any  taxable  year  beginning  after  De- 
cember 31,  1969,". 

WAGE  CREDITS  FOR  MEMBERS  OF  THE  UNIFORMED  SERVICES 

Sec.  12.  (a)  Subsection  229(a)  of  such  Act  is  amended  by — 

(1)  striking  out  "after  December  1967,"  and  inserting  in  lieu 
thereof  "after  December  1970" ; 

(2)  striking  out  "after  1967"  and  inserting  in  lieu  thereof 
"after  1956";  and 

(3)  striking  out  all  of  paragraphs  (1),  (2),  and  (3),  and  in- 
serting in  lieu  thereof  "$300". 

(b)  The  amendments  made  by  subsection  (a)  shall  apply  with 
respect  to  monthly  benefits  payable  under  title  II  of  the  Social  Secu- 
rity Act  for  months  after  December  1970,  and  with  respect  to  lump- 
sum death  payments  in  the  case  of  deaths  occurring  after  December 
1970,  except  that,  in  the  case  of  any  individual  who  is  entitled,  on  the 
basis  of  the  wages  and  self-employment  income  of  any  individual  to 
whom  section  229  applies,  to  monthly  benefits  under  title  II  of  such 
Act  for  December  1970,  such  amendments  shall  apply  (A)  only  if  an 
application  for  recomputation  by  reason  of  such  amendments  is  filed 
by  such  individual,  or  any  other  individual,  entitled  to  benefits  under 
such  title  II  on  the  basis  of  such  wages  and  self-employment  income, 
and  (B)  only  with  respect  to  such  benefits  for  months  after  whichever 
of  the  following  is  later :  December  1970  or  the  twelfth  month  before 
the  month  in  which  such  application  was  filed.  Recomputations  of  ben- 
efits as  required  to  carry  out  the  provisions  of  tliis  paragraph  shall  be 
made  notwithstanding  the  provisions  of  section  215(f)  (1)  of  the  So- 
cial Security  Act;  but  no  such  recomputation  shall  be  regarded  as  a 
recomputation  for  purposes  of  section  215  (f)  of  such  Act. 

parent's  insurance  BENEFITS  IN  CASE  OF  RETIRED  OR  DISABLED  WORKER 

Sec.  13.  (a)  Paragraphs  (1)  and  (2)  of  section  202(h)  of  the  So- 
cial Security  Act  are  amended  to  read  as  follows : 
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"(1)  Every  parent  (as  defined  in  this  subsection)  of  an  individual 
entitled  to  old-age  or  disability  insurance  benefits,  or  of  an  individual 
who  died  a  fully  insured  individual,  if  such  parent — 
"  ( A)  has  attained  age  62, 

"(B)  was  receiving  at  least  one-half  of  his  support,  as  deter- 
mined in  accordance  with  regulations  prescribed  by  the  Secretary, 
from  such  individual — 

"(i)  if  such  individual  is  entitled  to  old-age  or  disability 
insurance  benefits,  at  the  time  he  became  entitled  to  such 
benefits, 

"(ii)  if  such  individual  has  died,  at  the  time  of  such  death, 

or 

"(iii)  if  such  individual  had  a  period  of  disability  which 
continued  until  he  became  entitled  to  old-age  or  disability 
insurance  benefits,  or  (if  he  had  died)  until  the  month  of  his 
death,  at  the  beginning  of  such  period  of  disability, 
and  has  filed  proof  of  such  support  within  two  years  after  the 
month  in  which  such  individual  filed  application  with  respect  to 
such  period  of  disability,  became  entitled  to  such  benefits,  or  died, 
as  the  case  may  be, 

"(C)  is  not  entitled  to  old-age  or  disability  insurance  benefits, 
or  is  entitled  to  such  benefits,  each  of  which  is  (i)  less  than  50 
percent  of  the  primary  insurance  amount  of  such  individual  if 
such  individual  is  entitled  to  old-age  or  disability  insurance  bene- 
fits, or  (ii)  less  than  82i/^  percent  of  the  primary  insurance 
amount  of  such  individual  if  such  individual  is  deceased,  and  if 
the  amount  of  the  parent's  insurance  benefit  for  such  month  is 
determinable  under  paragraph  (2)  (A)  (or  75  percent  of  such 
primary  insurance  amount  in  any  other  case) , 

"(D)  has  not  married  since  the  time  with  respect  to  which  the 
Secretary  determines,  under  subparagraph  (B)  of  this  paragraph, 
that  such  parent  was  receiving  at  least  one-half  of  his  support 
from  such  individual,  and 

"(E)  has  filed  application  for  parent's  insurance  benefits, 
shall  be  entitled  to  a  parent's  insurance  benefit  for  each  month,  be- 
ginning with  the  first  month  in  which  such  parent  becomes  so  entitled 
to  such  parent's  insurance  benefits  and  ending  with  the  month  preced- 
ing the  first  month  in  which  any  of  the  following  occurs — 
"(F)  such  parent  dies  or  marries,  or 

"(G)  (i)  if  such  individual  is  entitled  to  old-age  or  disability 
insurance  benefits,  such  parent  becomes  entitled  to  an  old-age  or 
disability  insurance  benefit  based  on  a  primary  insurance  amount 
which  is  equal  to  or  exceeds  one-half  of  the  primary  insurance 
amount  of  such  individual,  or  (ii)  if  such  individual  has  died, 
such  parent  becomes  entitled  to  an  old-age  or  disability  insurance 
benefit  which  is  equal  to  or  exceeds  SSi/g  percent  of  the  primary 
insurance  amount  of  such  deceased  individual  if  the  amount  of 
the  parent's  insurance  benefit  for  such  month  is  determinable  un- 
der paragraph  (2)  (A)  (or  75  percent  of  such  primary  insurance 
amount  in  any  other  case) ,  or 

"(H)  such  individual,  if  living,  is  not  entitled  to  disability  in- 
surance benefits  and  is  not  entitled  to  old-age  insurance  benefits. 
"(2)  (A)  Except  as  provided  in  subparagraphs  (B)  and  (C),  such 
parent's  insurance  benefit  for  each  month  shall  be  equal  to — 


34 


(i)  if  the  individual  on  the  basis  of  whose  wages  and  self -em- 
ployment income  the  parent  is  entitled  to  such  benefit  has  not 
died  prior  to  the  end  of  such  month,  one-half  of  the  primary  in- 
surance amount  of  such  individual  for  such  month,  or 

"(ii)  if  such  individual  has  died  in  or  prior  to  such  month, 
82%  percent  of  the  primary  insurance  amount  of  such  deceased 
individual ; 

"(B)  For  any  month  for  w^hich  more  than  one  parent  is  entitled  to 
parent's  insurance  benefits  on  the  basis  of  the  wages  and  self -employ- 
ment income  of  an  individual  w^ho  died  in  or  prior  to  such  month,  such 
benefit  for  each  such  parent  for  such  month  shall  (except  as  provided 
in  subparagraph  (C) )  be  equal  to  75  percent  of  the  primary  insurance 
amount  of  such  deceased  individual ; 
"(C)  In  any  case  in  which — 

"(i)  any  parent  is  entitled  to  a  parent's  insurance  benefit  for  a 
month  on  the  basis  of  the  wages  and  self -employment  income  of 
an  individual  who  died  in  or  prior  to  such  month,  and 

"(ii)  another  parent  of  such  deceased  individual  is  entitled  to 
a  parent's  insurance  benefit  for  such  month  on  the  basis  of  such 
wa^es  and  self-employment  income,  and  on  the  basis  of  an  appli- 
cation filed  after  such  month  and  after  the  month  in  which  the 
application  for  the  parent's  insurance  benefits  referred  to  in  clause 
(i)  was  filed, 

the  amount  of  the  parent's  insurance  benefit  of  the  parent  referred  to 
in  clause  (i)  for  the  month  referred  to  in  such  clause  shall  be  deter- 
mined under  subparagraph  (A)  instead  of  subparagraph  (B)  and 
amount  of  the  parent's  insurance  benefit  of  the  parent  referred  to  in 
clause  (ii)  for  such  month  shall  be  equal  to  150  percent  of  the.primary 
insurance  amount  of  such  individual  minus  the  amount  (before  the 
application  of  section  203(a))  of  the  benefit  for  such  month  of  the 
parent  referred  to  in  clause  (i) . 

(b)  Section  202  (q)  of  such^ct  is  amended  by — 

(1)  inserting  in  paragraph  (1)  after  "husband's,"  the  follow- 
ing: "parent's,"  and  by  striking  out  in  such  paragraph  (1)  "or 
husband's"  and  inserting  in  lieu  thereof  ",  husband's,  or  parent's" ; 

(2)  inserting  in  paragraph  (3)  after  "husband's,"  wherever  it 
appears  the  following:  "parent's"  and  by  striking  out  in  such 
paragraph  (3)  "or  husband's"  wherever  it  appears  and  inserting 
in  lieu  thereof  "husband's,  or  parent's"  ; 

(3)  inserting  in  paragraph  (6)  after  "husband's,"  wherever  it 
appears  the  following:  "parent's,";  and  by  striking  out  in  such 
paragraph  (6)  "or  husband's"  wherever  it  appears  and  inserting 
in  lieu  thereof  "husband's,  or  parent's" ; 

(4)  inserting  in  paragraph  (7)  after  "husband's,"  the  follow- 
ing :  "parent's,"  and  by  striking  out  "or  husband's"  and  inserting 
in  lieu  thereof  "husband's,  or  parent's" ;  and 

(5)  adding  at  the  end  thereof  the  following  new  paragraph : 
"(10)  For  purposes  of  this  subsection,  'parent's  insurance  benefits' 

means  benefits  payable  under  this  section  to  a  parent  on  the  basis  of  the 
wages  and  self -employment  income  of  an  individual  entitled  to  old-age 
insurance  benefits  or  disability  insurance  benefits." 

(c)  Section  202  (r)  of  such  Act  is  amended — 

(1)  by  striking  out  "or  Husband's"  in  the  heading  and  inserting 
in  lieu  thereof,  "Husband's,  or  Parent's  " ;  and 
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(2)  by  striking  out  "or  husband's"  each  time  it  appears  in 
paragraphs  (1)  and  (2)  and  inserting  in  lieu  thereof ,  "husband's, 
or  parent's". 

(d)  Section  203(d)  (1)  of  such  Act  is  amended  by  striking  out  "or 
child's"  whereever  it  appears  and  inserting  in  lieu  thereof  "child's,  or 
parent's"  and  by  striking  out  "or  child"  and  inserting  in  lieu  thereof 
"child,  or  parent". 

(e)  Subparagraph  (C)  of  section  202 (q)  (7)  of  such  Act  is 
amended — 

( 1 )  by  striking  out  "wife's  or  husband's  insurance  benefits"  and 
inserting  in  lieu  thereof  "wife's,  husband's,  or  parent's  insurance 
benefits",  and 

(2)  by  striking  out  "the  spouse"  and  inserting  in  lieu  thereof 
"the  individual". 

(f)  Section  222(b)  (3)  of  such  Act  is  amended — 

(1)  by  striking  out  "husband's,  or  child's"  wherever  it  appears 
and  inserting  in  lieu  thereof  "husband's,  parent's,  or  child's",  and 

(2)  by  striking  out  "husband,  or  child"  and  inserting  in  lieu 
thereof  "husband,  parent,  or  child". 

(g)  Where — 

(1)  one  or  more  persons  were  entitled  (without  the  application 
of  section  202(j)  (1)  of  the  Social  Security  Act)  to  monthly  bene- 
fits under  section  202  or  223  of  such  Act  for  December  1970  on  the 
basis  of  the  wages  and  self-employment  income  of  an  individ- 
ual, and 

(2)  one  or  more  persons  are  entitled  to  monthly  benefits  for 
January  1971  solely  by  reason  of  this  section  on  the  basis  of  such 
wages  and  self -employment  income,  and 

(3)  the  total  of  benefits  to  which  all  persons  are  entitled  under 
such  section  202  or  223  on  the  basis  of  such  wages  and  self -employ- 
ment income  for  January  1971  is  reduced  by  reason  of  section 
203(a)  of  such  Act,  as  amended  by  this  Act  (or  would,  but  for  the 
penultimate  sentence  of  such  section  203(a),  be  so  reduced),  then 
the  amount  of  the  benefit  to  which  each  person  referred  to  in 
paragraph  (1)  of  the  subsection  is  entitled  for  months  after  De- 
cember 1970  shall  be  increased,  after  the  application  of  such  sec- 
tion 203  (a) ,  to  the  amount  it  would  have  been  if  the  person  or  per- 
sons referred  to  in  paragraph  (2)  were  not  entitled  to  a  benefit 
referred  to  in  such  paragraph  (2) . 

(h)  The  amendments  made  by  this  section  shall  apply  only  with 
respect  to  monthly  insurance  benefits  payable  under  Section  202  of  the 
Social  Security  Act  for  months  after  December  1970  and  only  on  the 
basis  of  an  application  filed  after  September  30,  1970. 

(i)  The  requirement  in  section  202(h)  (1)  (JB)  of  the  Social  Se- 
curity Act  that  proof  of  support  be  filed  within  two  years  after  a  speci- 
fied date  in  order  to  establish  eligibility  for  parent's  insurance  benefits 
shall,  insofar  as  such  requirement  applies  to  cases  where  applications 
under  such  subsection  are  filed  by  parents  on  the  basis  of  the  wages 
and  self-employment  income  of  an  individual  entitled  to  old-age  or 
disability  insurance  benefits,  not  apply  if  such  proof  of  support  is  filed 
within  two  years  after  the  date  of  enactment  of  this  Act. 

INCREASED  WIDOW's  AND  W^IDOWER's  INSURANCE  BENEFITS 

Sec.  14.  (a)  Subsection  (e)  of  section  202  of  the  Social  Security 
Act  is  amended  as  follows: 
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(1)  Paragraphs  (1)  and  (2)  of  such  subsection  are  amended  by 
striking  out  "82/2  per  cent  of"  wherever  it  appears.  ^ 

(2)  Paragraph  (5)  of  such  subsection  is  amended  by  striking  out 
"60"  and  inserting  in  lieu  thereof  "65." 

(b)  Subsection  (f )  of  section  202  of  such  Act  is  amended  as  follows : 

(1)  Paragraphs  (1)  and  (3)  of  such  subsection  are  amended  by 
striking  out  "82/2  percent  of"  wherever  it  appears. 

(2)  Paragraph  (6)  of  such  subsection  is  amended  by  striking  out 
"62"  and  inserting  in  lieu  thereof  "65." 

(c)  (1)  The  last  sentence  of  subsection  (c)  of  section  203  of  such 
Act  is  amended  by  striking  out  all  that  follows  the  semicolon  and 
inserting  in  lieu  thereof  the  following:  "nor  shall  any  deduction  be 
made  under  this  subsection  from  any  widow's  insurance  benefit  for 
any  month  in  which  the  widow  or  surviving  divorced  wife  is  entitled 
and  has  not  attained  age  65  (but  only  if  she  became  so  entitled  prior 
to  attaining  age  60),  or  from  any  widower's  insurance  benefit  for 
any  month  m  which  the  widower  is  entitled  and  has  not  attained  age 
65  (but  only  if  he  became  so  entitled  prior  to  attaining  age  62).". 

(2)  Subparagraph  (D)  of  section  203  (f)  (1)  of  such  Act  is  amended 
to  read  as  follows: 

"(D)  for  which  individual  is  entitled  to  widow's  insurance 
benefits  and  has  not  attained  age  65  (but  only  if  she  became  so 
entitled  prior  to  attaining  age  60) ,  or  widower's  insurance  benefits 
and  has  not  attained  age  65  (but  only  if  he  became  so  entitled  prior 
to  attaining  age  62) ,  or". 

(d)  Subsection  (q)  of  section  202  of  such  Act,  as  amended  by  this 
Act,  is  further  amended  as  follows : 

(1)  That  part  of  paragraph  (1)  of  such  subsection  which  precedes 
subparagraph  ( C)  is  amended  to  read  as  follows : 

"(q)  (1)  If  the  first  month  for  which  an  individual  is  entitled  to 
an  old-age,  wife's,  husband's,  parent's,  widow's,  or  widower's  insurance 
benefit  is  a  month  before  the  month  in  which  such  individual  attains 
retirement  age,  the  amount  of  such  benefit  for  each  month  shall,  sub- 
ject to  the  succeeding  paragraplxs  of  this  subsection,  be  reduced — 

"(A)  for  each  month  of  such  entitlement  within  the  36-month 
period  immediately  preceding  the  month  in  which  such  individual 
attains  retirement  age,  by 

"(i)  5/9  of  1  percent  of  such  amount  if  such  benefit  is  an 
old-age  insurance  benefit,  25/36  of  1  percent  of  such  amount 
if  such  benefit  is  a  wife's,  husband's,  or  parent's  insurance 
benefit,  or  35/72  of  1  percent  of  such  amount  if  such  benefit 
is  a  widow's  or  widower's  insurance  benefit,  multiplied  by 

"(ii)  the  number  of  such  months  in  (I)  the  reduction '^pe- 
riod for  such  benefit  (determined  under  paragraph  (6)  (A) ), 
if  such  benefit  is  for  a  month  before  the  month  in  which 
such  individual  attains  retirement  age,  or  (II)  the  adjusted 
reduction  period  for  such  benefit  (determined  under  para- 
graph (7)),  if  such  benefit  is  for  the  month  in  which  such 
indiAadual  attains  retirement  age  or  for  an}^  month  there- 
after, and — 

"(B)  for  each  month  of  the  24-month  period  for  which  a 
widow,  or  widower,  is  entitled  to  a  widow's  or  widower's  insur- 
ance benefit  immediately  preceding  the  month  in  which  such 
individual  attains  age  62,  the  amount  of  such  individual's  widow's 
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or  widower's  benefit  as  reduced  under  subparagraph  (A)  shall 
be  further  reduced  by — 

"(i)  %  of  1  percent  of  such  reduced  benefit,  multiplied 

by 

"(ii)  the  number  of  such  months  in  (I)  the  reduction 
period  for  such  benefit,  if  such  benefit  is  for  a  month  before 
the  month  in  which  such  individual  attains  age  62,  or  (II)  the 
adjusted  reduction  period  for  such  benefit  (determined  un- 
der paragraph  (7) ) ,  if  such  benefit  is  for  the  month  in  which 
such  individual  attains  retirement  age  or  for  any  month 
thereafter. 

"A  widow's  or  widower's  insurance  benefit  reduced  pursuant  to  the 
preceding  sentence  shall  be  further  reduced  by — ". 

(2)  Paragraph  (2)  of  such  subsection  is  amended  by  striking  out 
"paragraphs  (1)  and  (4)"  and  inserting  in  lieu  thereof  "paragraphs 
(1),  (3),  and  (4)".  . 

(3)  Paragraph  (3)  of  such  subsection  is  amended  by — 

(A)  striking  out  subparagraph  (F),  and 

(B)  redesignating  subparagraph  (G)  as  subparagraph  (F), 
striking  out  of  such  subparagraph  "  (when  such  first  month  occurs 
before  the  month  in  which  such  individual  attains  the  age  of 
62)",  and  striking  out  "age  62"  and  inserting  in  lieu  thereof 
"age  65". 

(4:)  Paragraph  (9)  of  such  subsection  is  amended  to  read  as 
follows : 

"(9)  For  purposes  of  this  subsection,  the  term  'retirement  age' 
means  age  65.". 

(e)  Subsection  (r)  of  section  202  of  such  Act,  as  amended  by  this 
Act,  is  further  amended  as  follows  : 

(1)  by  striking  out  "Husband's,  or  Parent's"  in  the  heading 
and  inserting  in  lieu  thereof  "Husband's,  Parent's,  Widow's,  or 
Widower's";  and 

(2)  by  striking  out  "husband's,  or  parent's"  each  time  it  ap- 
pears in  paragraphs  (1)  and  (2)  and  inserting  in  lieu  thereof 
"husband's,  parent's,  widows,  or  widower's.". 

(f )  In  the  case  of  an  individual  who  is  entitled  (without  the  appli- 
cation of  section  202(j)(l)  and  223(b))  to  widow's  or  widower's 
insurance  benefits  for  the  month  of  December  1970,  if  such  indi- 
vidual's entitlement  to  such  benefits  began  with  a  month  after  the 
month  he  attained  age  62,  the  Secretary  shall  redetermine  the  amount 
of  such  benefits  under  the  provisions  of  this  section  as  if  these  pro- 
visions had  been  in  effect  for  the  first  month  of  such  individual's 
entitlement  to  such  benefits. 

(g)  The  amendments  made  by  this  section  shall  be  effective  for 
monthly  benefits  for  months  after  December  1970. 


COST  ESTIMATES 


September  25,  1^69. 

Memorandum. 

To :  Mr.  Robert  M.  Ball,  Commissioner  of  Social  Security. 
From :  Robert  J.  Myers,  Chief  Actuary. 

Subject:  Summary  results  of  new  cost  estimates  for  present  OASDI 
and  HI  systems  and  for  President's  proposal. 

This  memorandum  will  summarize  the  results  of  the  new  cost  esti- 
mates for  the  old-age,  survivors,  and  disability  insurance  system  that 
have  just  now  been  completed.  At  the  same  time,  it  is  essential  that 
the  current  actuarial  situation  of  the  Hospital  Insurance  system  should 
be  considered  simultaneously.  Although  the  revision  of  the  HI  cost 
estimates  has  not  yet  been  completed,  preliminary  estimates  have  been 
made,  and  these  should  be  close  to  the  final  results  that  will  be  pro- 
duced subsequently.  Information  will  also  be  presented  as  to  the  cost 
aspects  of  the  proposal  just  made  by  President  Nixon. 

It  will  be  recalled  that  the  cost  estimates  for  the  OASDI  system 
which  were  contained  in  the  1969  Trustees  Report  showed  a  positive 
long-range  actuarial  balance  (that  is,  a  financial  surplus)  of  5S  per- 
cent of  taxable  payroll.  The  new  cost  estimates  show  that  this  positive 
balance  is  increased  to  1.16  percent  of  taxable  payroll.  The  principal 
reasons  for  this  change,  and  the  amount  that  each  contributes  to  the 
increase  of  .63  percent  of  taiable  payroll  in  the  financial  surplus, 
are  as  follows: 

(1)  The  use  of  a  higher  earnings-level  assumption  (namely, 
1969  earnings  as  against  1968  earnings) — .22  percent  of  taxable 
payroll. 

(2)  The  use  of  a  higher  interest-rate  assumption  (namely,  4% 
percent  as  against  4i/4  percent) — .11  percent  of  taxable  payroll. 

(3)  The  use  of  higher  labor-force  participation  rates  for  both 
men  and  women  (based  on  recent  actual  experience),  which, 
because  of  the  weighted  benefit  formula  and  the  provision  pre- 
venting, in  essence,  receipt  of  benefits  on  more  than  one  earnmgs 
record,  results  in  a  greater  increase  in  estimated  income  than 
in  estimated  outgo — .23  percent  of  taxable  payroll. 

(4)  Update  of  other  factors — .07  percent  of  taxable  payroll. 
Now,  turning  to  the  cost  estimates  for  the  HI  system,  it  will  be 

recalled  that  the  estimates  contained  in  the  1969  Trustees  Report 
showed  a  negative  long-range  actuarial  balance  (that  is,  a  financial 
deficit)  of  .29  percent  of  taxable  payroll.  The  preliminary  new  cost 
estimates  show  that  this  negative  balance  has  become  larger — namely, 
— .77  percent  of  taxable  payroll.  The  principal  reasons  for  this  change 
are  as  follows: 

(1)  The  use  of  higher  hospital  utilization  rates  as  the  initial 
1969  base  and  the  introduction  of  an  assumption  that  these  rates 
will  increase  gradually  over  the  next  decade  (at  an  average  an- 
nual rate  of  about  1  percent),  both  of  which  assumptions  are 

(38) 
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based  on  an  extensive  analysis  of  recent  operating  experience. 

(2)  The  use  of  higher  assumed  increases  in  hospital  per  diem 
costs  than  previously  assumed  (namely,  15  percent  for.  1969, 
14  percent  for  1970,  13  percent  for  1971,  grading  down  to  4  per- 
cent after  1977,  as  compared  with  the  previous  assumption  of 
12  percent  for  1969,  9  percent  for  1970,  71/2  percent  for  1971, 
grading  down  to  31/^  percent  after  1974),  which  assumption  is 
based  on  analysis  and  projection  of  recent  operating  and  other 
experience. 

Offsetting  slightly  the  foregoing  increased-cost  assumptions  for  the 
HI  cost  estimates  are  several  other  changed  assumptions,  including 
the  following: 

(1)  The  use  of  a  higher  interest  rate  (namely,  5  percent  as 
against  4i/^  percent). 

(2)  A  reduction  in  the  estimated  cost  of  the  extended  care  fa- 
cility benefits  (since  the  previous  estimate  seems  to  have  included 
the  assumption  of  too  rapid  an  increase  in  the  utilization  of  such 
benefits). 

(3)  As  in  the  OASDI  estimates,  higher  labor- force  participa- 
tion rates  and  a  higher  initial  payroll-tax  base  and  higher  as- 
sumed increases  in  future  earnings  levels  (for  example,  ultimately, 
4  percent  per  year  as  against  3i/^  percent  used  previously) . 

Finally,  I  might  point  out  that  an  increase  in  the  taxable  earnings 
base  from  the  present  $7,800  per  year  would  have  a  favorable  effect 
on  the  financing  of  both  the  OASDI  and  HI  systems.  For  example,  a 
change  to  $9,000  would  increase  the  positive  actuarial  balance  of  the 
OASDI  system  by  .23  percent  of  taxable  payroll  and  would  decrease 
the  negative  actuarial  balance  of  the  HI  system  of  .17  percent  of  tax- 
able payroll. 

President  Nixon  has  proposed  that  the  benefit  provisions  of  the 
OASDI  system  should  be  changed  in  the  following  manner : 

(1)  An  across-the-board  benefit  increase  of  10  percent. 

(2)  A  modification  of  the  retirement  test,  so  that  the  annual 
exempt  amount  would  be  increased -from  $1,680  to  $1,800,  and  the 
"$1  for  $2"  reduction  would  apply  to  all  earnings  in  excess  of  the 
annual  exempt  amount  (instead  of  only  to  the  first  $1,200  above 
the  normal  exempt  amount,  as  in  present  law) . 

(3)  Payment  of  dependent  parent's  benefits  with  respect  to 
old-age  beneficiaries  and  disability  beneficiaries. 

(4)  Increase  from  age  18  to  age  22  the  limit  before  which  adult 
children  must  have  been  disabled  in  order  to  receive  child's 
benefits. 

(5)  Modify  the  retirement  test  as  it  applies  to  the  year  of  at- 
tainment of  age  72,  so  that  earnings  in  and  after  the  month  of 
attainment  are  not  counted  against  the  annual  test. 

(6)  Have  an  age-62  computation  point  for  men,  instead  of 
age  65  (that  is,  having  the  same  point  for  men  that  w^omen  have 
under  present  law) . 

(7)  Pay  widow's  benefits  of  100  percent  of  the  PIA  when  first 
payable  at  or  after  age  65,  graded  down  to  82i/^  percent  when  first 
claimed  at  age  62. 
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(8)  Increase  in  the  taxable  earnings  base  from  $7,800  to $9,000, 
effective  for  1972 ;  thereafter,  automatic  adjustment  of  the  earn- 
ings base  in  accordance  with  changes  in  the  level  of  wages  in 
covered  employment. 

(9)  Automatic  adjustment  of  the  OASDI  benefits  in  accord- 
ance with  changes  in  the  cost  of  living  and  automatic  adjustment 
of  the  annual  exempt  amount  of  the  retirement  test  in  accordance 
with  changes  in  the  level  of  wages  in  covered  employment;  inso- 
far as  the  OASDI  system  is  concerned,  the  cost  of  these  benefit 
changes  would  be  financed  by  the  automatic  adjustment  of  the 
earnings  base,  while  insofar  as  the  HI  system  is  concerned,  the 
additional  financing  due  to  the  automatic  adjustment  of  the  earn- 
ings base  would  have  a  significant  effect  on  its  actuarial  status. 

(10)  Changes  in  the  contribution  schedules,  as  shown  in  table  I. 
Under  the  President's  proposal,  the  long-range  actuarial  balance  of 

the  OASDI  system  is  estimated  to  be  —  .09  percent  of  taxable  payroll, 
while  the  corresponding  figure  for  the  HI  program  is  +  .06  percent  of 
taxable  payroll.  Both  of  these  relatively  small  balances  are  within  the 
limits  generally  acceptable,  and  so  the  proposal  is  in  actuarial  balance. 

Table  2  shows  the  progress  of  the  combined  OASI  and  DI  trust 
funds  and  of  the  HI  trust  fund  for  fiscal  years  1970-73  under  present 
law.  Table  3  gives  similar  data  for  the  President's  proposal. 

Robert  J.  Myers. 

TABLE  1.— COMPARISON  OF  PRESENT  AND  PROPOSED  CONTRIBUTION  SCHEDULES 
[In  percent] 


Combined  employer-employee  Self-employed 


Period 

Present 

Proposed 

Present 

Proposed 

OASDI  rate: 

1970  

  8. 4 

8.4 

6.3 

6.3 

1971-72  

  9. 2 

8.4 

6.9 

6.3 

1973-74  

  10.0 

8.4 

7.0 

6.3 

1975-76....  

  10. 0 

9.2 

7.0 

6.9 

1977-79  

  10. 0 

9.6 

7.0 

7.0 

1980-86  

10.0 

9.8 

7.0 

7.0 

1937  and  after  

  10.0 

10.0 

7.0 

7.0 

HI  rate: 

1970  

  1.2 

1.2 

.6 

.6 

1971-72.....  

  1.2 

1.8 

.6 

.9 

1973-74   

  1.3 

1.8 

.65 

.9 

1975  

  1.3 

1.8 

.7 

.9 

1976-79  

  1.4 

1.8 

.7 

.9 

1980-86   

  1.6 

1.8 

.8 

.9 

1987  and  after..  

  1.8 

1.8 

.9 

.9 

Combined  OASDI-HI  rate: 

1970  

9.6 

9.6 

6.9 

6.9 

1971-72   

  10.4 

10.2 

7.5 

7.2 

1973-74    

  11.3 

10.2 

7. 65 

7.2 

1975  

  11.3 

11.0 

7. 65 

7.8 

1976...  

  11.4 

11.0 

7.7 

7.8 

1977-79  

  11.4 

11.4 

7.7 

7.9 

1980-86   

  11.6 

11.6 

7.8 

7.9 

1987  and  after.,    

  11.8 

11.8 

7.9 

7.9 
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TABLE  2.— ESTIMATED  SHORT-RANGE  PROGRESS  OF  TRUST  FUNDS  UNDER  PRESENT  LAW 

[In  billions] 


Contribu-         Other       Benefit         Other  Fund  at  end 

Fiscal  year  tion  income      income  J         outgo        outgo  2  Net  income         of  year 


OASDI  trust  funds: 

1970     $33.4  $1.8  $27.3  $1.2  $6.8  $38.7 

1971    36.3  2.3  28.4  1.2  8.9  47.6 

1972     40.3  2.8  29.6  1.2  12.3  59.9 

1973    43.9  3.5  30.7  1.3  15.4  75,3 

HI  trust  fund: 

1970..    4.7  .8  5.2  .1  .2  2.2 

1971-    4.9  1.0  6.2  .1  -.5  1.7 

1972..  _._    5.2  .8  7.3  .1  -1.5  .2 

1973  -.  5. 6  .7  8.  5  .1  -2. 2   


1  Interest  income,  payments  from  general  fund  for  noninsured  persons  and  military  service  wage  credits,  and  (for  HI) 
payments  from  railroad  retirement  system. 

2  Administrative  expenses  and  (for  OASDI)  payments  to  railroad  retirement  system. 

TABLE  3.— ESTIMATED  SHORT-RANGE  PROGRESS  OF  TRUST  FUNDS  UNDER  PROPOSAL 
[In  billions] 


Contribu-         Other        Benefit         Other  Fund  at  end 

Fiscal  year  tion  income      income  1         outgo        outgo  2  Net  income         of  year 


OASDI  trust  funds: 

1970   $33.4  $1.8  $28.0  $1.2  $6.1  $38.0 

1971   34.7  2.1  31,6  1.3  3.9  41.9 

1972   37.0  2.3  34.0  1.4  3.9  45.7 

1973   40.8  2.6  35.2  1.4  6.8  52.6 

HI  trust  fund: 

1970   4.7              .8  5.2  .1  .2  2.2 

1971   6.0  1.1  6.2  .1  .7  2.9 

1972   7.8              .9  7.3  .1  1.2  4.2 

1973   8.6  1.0  8.5  .  1  1.0  5.2 


>  Interest  income,  payments  from  general  fund  for  noninsured  persons  and  military  service  w^age  credits,  and  (for  HI) 
payments  from  railroad  retirement  system. 
2  Administrative  expenses  and  (for  OASDI)  payments  to  railroad  retirement  system. 


Explanation  of  the  Bill 


Statement  of  Secretary  of  Health,  Education,  and  Welfare 
Robert  H.  Finch  in  Explanation  of  the  Proposed  Family  As- 
sistance Act  of  1969 

The  family  assistance  plan  is  a  revolutionary  effort  to  reform  a 
welfare  system  in  crisis.  With  this  program  and  the  administration's 
proposed  food  stamp  plan,  the  Federal  Government  launches  a  new 
strategy — an  income  strategy — to  deal  with  our  most  critical  domestic 
problems.  For  those  among  the  poor  who  can  become  self-supporting, 
this  strategy  offers  an  avenue  to  greater  income  through  expanded 
work  incentives,  training,  and  employment  opportunities.  For  those 
who  cannot  work,  there  is  a  more  adequate  level  of  Federal  support. 

If  the  family  assistance  and  food  stamp  proposals  are  enacted,  we 
will  have  reduced  the  poverty  gap  in  this  country  by  some  59  percent. 
In  other  words,  these  two  programs  taken  together  will  cut  by  almost 
60  percent  the  difference  between  the  total  income  of  all  poor  Amer- 
icans and  the  total  amount  they  would  have  to  earn  in  order  to  rise 
out  of  poverty.  In  one  particular  category  of  the  poor,  that  of  couples 
over  65  years  of  age,  the  family  assistance  plan  will  in  fact  raise 
recipients'  incomes  above  the  poverty  line  altogether.  This  income 
strategy  includes  an  administration  proposal  for  a  10-percent  increase 
in  social  security  benefits,  coupled  with  an  automatic  cost  of  living 
escalator.  This  is  a  real  war  on  poverty  and  not  just  a  skirmish. 

I.  the  failure  of  welfare 

In  August  8  the  President  addressed  the  Nation  and  called  the 
present  welfare  system  a  failure.  He  said : 

"Whether  measured  by  the  anguish  of  the  poor  themselves,  or  by 
the  drastically  mounting  burden  on  the  taxpayer,  the  present  welfare 
system  has  to  be  judged  a  colossal  failure.  *  *  * 

"What  began  on  a  small  scale  in  the  depression  1930's  has  become 
a  huge  monster  in  the  prosperous  1960's.  And  the  tragedy  is  not  only 
that  it  is  bringing  States  and  cities  to  the  brink  of  financial  disaster, 
but  also  that  it  is  failing  to  meet  the  elementary  human,  social,  and 
financial  needs  of  the  poor." 

The  failure  of  the  system  is  most  evident  in  the  recent  increases  in 
welfare  costs  and  caseloads.  In  this  decade  alone,  total  costs  for  the 
four  federally  aided  welfare  programs  have  more  than  doubled,  to  a 
level  now  of  about  $6  billion. 

In  the  aid  for  families  with  dependent  children  program  (AFDC), 
costs  have  more  than  tripled  since  1960  (to  about  $4  billion  at  the 
present  time)  and  the  number  of  recipients  has  more  than  doubled 
(to  some  6.2  million  persons) .  Even  more  disturbing  is  the  fact  that 
the  proportion  of  persons  on  AFDC  is  growing.  In  the  15  years 
since  1955,  the  proportion  of  children  receiving  assistance  has  dou- 
bled—from 30  children  per  1,000  to  about  60  per  1,000  at  present. 

(42) 
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Prospects  for  the  future  show  no  likelihood  for  relief  from  the 
present  upward  spiral.  By  conservative  estimates,  AFDC  costs  will 
double  again  by  fiscal  year  1975,  and  caseloads  will  increase  by  50 
to  60  percent.  Yet,  the  great  irony  is  that  despite  these  crushing  costs, 
benefits  remain  below  adequate  levels  in  most  States. 

Moreover,  the  present  AFDC  program  is  built  to  fail.  It  embodies  a 
set  of  inequities  which  help  to  cause  its  own  destruction.  First,  it  is 
cliaracterized  by  unjustifiable  discrepancies  as  between  regions  of  the 
country.  With  no  national  standards  for  benefit  levels  and  eligibility 
practices,  AFDC  payments  now  vary  from  an  average  of  $39  per 
month  for  a  family  of  four  in  Mississippi  to  $263  for  such  a  family  in 
New  Jersey. 

Second,  it  is  inequitable  in  its  treatment  of  male-headed  families  as 
opposed  to  those  headed  by  a  female.  In  no  State  is  a  male-headed  fam- 
ily, where  the  mother  is  also  in  the  home  and  the  father  is  working  full 
time  for  poverty  wages,  eligible  for  AFDC.  In  half  the  States,  even 
families  headed  by  unemployed  males  are  still  not  eligible  under  the 
AFDC-UF  program.  On  the  other  hand,  families  in  poverty  headed 
by  women  working  full  or  part  time  are  almost  universally  covered. 
The  result  of  this  unfortunate  discrimination  is  the  creation  of  a  pow^er- 
ful  ec^onomic  incentive  for  the  father  to  leave  home  so  that  the  State 
may  better  support  his  family  than  he  can.  For  example,  if  a  father 
employed  full  time  in  a  low  wage  job  is  able  to  earn  only  $2,000  per 
year,  and  welfare  in  the  State  would  pay  a  fatherless  family  $3,000 
per  year,  his  wife  and  children  are  financially  50  percent  better  off  if 
he  leaves  home.  And  this  financial  incentive  has  taken  its  toll.  In  1940, 
only  30  percent  of  the  families  on  AFDC  had  absent  fathers,  but  today 
the  figure  stands  at  over  7 0  percent. 

Third,  AFDC  imposes  inequities  between  those  who  work  and  those 
who  do  not.  Because  families  in  poverty  headed  by  working  men  are 
not  covered,  it  is  easily  possible  for  such  a  working  family  to  be  less 
well  off  than  the  welfare  family.  And  what  could  be  more  debilitating 
to  the  motivation  to  work  to  see  the  opportunity  for  one's  family  to  be 
better  off  on  welfare?  Moreover,  the  present  system  further  undercuts 
the  incentive  to  work  by  reducing  welfare  payments  too  rapidly  and  by 
too  much  as  the  head  of  the  household  begins  to  work. 

II.  THE  FAMILY  ASSISTANCE  PLAN 

This  administration  began  its  formal  inquiries  into  welfare  reform 
exm  before  the  inauguration.  From  the  report  of  the  transition  task 
force  on  welfare  to  the  present  time,  a  number  of  reform  proposals  have 
been  considered.  The  final  result  reflects  the  best  efforts  of  many  dif- 
ferent people  in  and  out  of  government  and  in  different  Federal 
agencies. 

This  analysis  led  us  to  the  conclusion  that  revolutionary  structural 
reform  in  the  system  is  required.  The  first  priority  of  the  family  assist- 
ance plan  has  been  to  remove,  or  at  least  minimize  the  ine-quities  of 
present  welfare  policies.  It  is  designed  to  strengthen  family  life  and 
incentives  for  employment.  This  strategy  may  not  pay  off  immediately, 
but  unless  this  investment  is  made  now,  fundamental  reform  will  be 
even  more  expensive  in  the  future. 

The  family  assistance  plan  provides  fiscal  relief  for  hard-pressed 
States  and  at  the  same  time  raises  benefit  levels  for  recipients  in  those 
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areas  where  they  are  lowest.  Of  the  $2.9  billion  made  available  in  new 
funds  under  the  plan  for  benefits  to  families  and  to  aged,  blind  and 
disabled  adults,  an  estimated  $700  million  will  have  the  effect  of  pro- 
viding fiscal  relief  for  the  States  and  about  $300  million  will  be  for 
benefit  increases  for  present  recipients.  But  these  goals,  it  must  be  said, 
cannot  be  our  first  priority  at  the  present  time.  There  are  others  who 
would  invest  more  of  our  available  resources  in  benefit  increases  or  in 
a  federalization  of  the  program  designed  to  provide  maximum  fiscal 
relief  to  the  States.  These  are  not  easy  priorities  to  weigh  and 
balance,  but  we  have  concluded  that— while  those  other  approaches 
might  be  politically  more  popular  in  many  respects — they  only  pour 
more  Federal  money  into  a  system  doomed  to  failure.  The  system  must 
be  changed,  not  just  its  payment  levels  or  the  division  of  labor  be- 
tween the  Federal  and  State  governments  within  it. 

The  technical  operation  of  the  family  assistance  plan  is  described  in 
the  attached  summary.  This  memorandum  will  review  its  major 
purposes. 

First,  it  combines  powerful  work  requirements  and  work  incen- 
tives for  employable  recipients.  By  including  the  working  poor — 
families  in  poverty  headed  by  men  working  full  time — the  new  plan 
much  reduces  and  in  many  cases  eliminates  the  inequity  of  treatment 
between  those  who  work  and  those  who  do  not.  Second,  by  making  it 
possible  for  a  family  to  earn  $60  per  month  without  any  reduction  of 
benefits,  a  recipient  will  have  a  strong  financial  incentive  to  enter 
employment  and  will  be  able  to  recoup  his  expenses  of  going  to  work 
witiiout  a  drop  in  total  income.  Third,  the  program  includes  a  strong 
work  requirement :  those  able-bodied  persons  who  refuse  a  training  or 
suitable  job  opportunity  lose  their  benefits.  For  this  reason,  the  pro- 
gram is  not  a  guaranteed  annual  income.  It  does  not  guarantee  bene- 
fits to  persons  regardless  of  their  attitudes ;  its  support  is  reserved  to 
those  who  are  willing  to  support  themselves.  The  work  requirement  is 
made  effective  by  a  new  obligation  of  work  registration.  In  order  to  be 
eligible  for  benefits,  applicants  must  first  register  with  their  employ- 
ment service  office  so  that  training  and  job  opportunities  can  be  effi- 
ciently communicated  to  them.  Mothers  with  children  under  6  are, 
however,  exempted  from  this  requirement  of  work  and  worli  regis- 
tration and  may  elect  to  stay  at  home  with  their  children  without  any 
loss  in  benefits. 

Second,  the  family  assistance  plan  treats  male  and  female-headed 
f alnilies  equally.  All  families  with  children,  whether  headed  by  a  male 
or  female,  will  receive  benefits  if  family  income  and  resources  are 
below  the  national  eligibility  levels.  From  this  structural  change  in 
coverage  flows  one  of  the  key  advantages  of  the  program  in  tenns 
of  family  stability.  No  longer  would  an  unemployed  father  have  to 
leave  the  home  for  his  family  to  qualify  for  benefits.  In  fact,  the 
family  is  better  off  with  him  at  home  since  its  benefits  are  increased 
by  his  presence.  And  for  employed  men,  the  system  greatly  reduces 
and  in  some  cases  reverses  the  financial  incentive  to  desert.  In  the 
example  cited  above  of  the  father  earning  $^,000  in  a  State  where  his 
family  would  receive  $3,000  on  welfare,  the  family  assistance  plan 
would  supplement  his  wages  by  $960,  gi^dng  the  family  $2,960  in 
income  and  eliminating  the  financial  incentive  for  the  father  to  leave 
home. 
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Third,  the  program  establishes  a  national  minimum  payment  and 
national  eligibility  standards  and  methods  of  administration.  For  a 
dependent  family  of  four,  the  Federal  benefit  floor  will  be  $1,600  per 
year.  When  benefits  under  the  President's  food  stamp  proposal  are 
also  taken  into  account,  the  assistance  package  for  such  a  family  is 
about  $2,350  per  year,  or  more  than  two-thirds  of  the  poverty  line  as  it 
has  been  most  recently  redefined.  This  is  not,  of  course,  a  sufficient 
amount  to  sustain  an  adequate  level  of  life  for  those  who  have  no 
other  income;  it  is,  nevertheless,  a  substantial  improvement  and  can 
be  made  more  adequate  as  budget  conditions  permit.  As  a  result  of  the 
establishment  of  the  Federal  benefit  floor  of  $1,600,  payment  levels 
will  be  raised  in  10  States  and  for  about  20  percent  of  present 
recipients. 

For  the  aged,  blind,  and  disabled,  a  fiationwide  income  floor  would 
be  set  at  $90  per  month  per  person  of  benefits  plus  other  income.  This 
comes  on  a  yearly  basis  to  $2,160  for  two  persons,  an  amount  which  is 
actually  above  the  poverty  line  for  an  aged  couple.  This  represents  an 
important  change  which  we  have  made  in  the  program  since  the  Presi- 
dent announced  it  on  August  8,  when  the  minimum  for  the  adult  cate- 
gories was  set  at  $65. 

Perhaps  at  least  as  important  as  the  establishment  of  national  mini- 
mum benefit  levels,  however,  is  the  provision  of  national  eligibility 
standards  and  administrative  procedures  to  govern  the  family  assist- 
ance and  State  supplementary  payment  programs.  For  the  first  time, 
a  single  set  of  rules  w^ill  apply  throughout  the  Nation,  although  the 
States  will  remain  free  to  administer  their  supplementary  payment 
programs  under  these  uniform  rules  if  they  so  desire.  (The  preexisting 
State  standards  of  need  and  payment  levels  will  still  continue  to  con- 
trol in  the  supplementary  payment  programs  with  regard  to  eligibility 
and  amount  of  benefits.) 

States  will  be  given  the  option,  for  both  the  supplementary  pay- 
ment and  the  adult  category  programs,  to  contract  w^ith  the  Social 
Security  Administration  for  Federal  assumption  of  some  or  all  of 
the  administrative  burdens  under  these  programs.  In  this  way,  we 
should  be  able  to  move  toward  a  single  administrative  mechanism 
for  transfer  payments,  taking  advantage  of  all  the  economies  of  scale 
Avhich  such  an  automated  and  nationally  administered  system  can 
have.  The  eventual  transfer  of  the  food  stamp  program  to  the  Depart- 
ment of  Health,  Education,  and  Welfare — as  previously  proposed  by 
the  administration — should  further  enhance  this  administrative  sim- 
plification. 

Fourth,  the  plan  includes  over  $600  million  for  a  ma^jor  exjoansion 
of  training  and  clay  care  opportunities.  Some  150,000  new  training  op- 
portunities will  be  funded  under  the  legislation,  which,  when  com- 
bined with  the  proposed  Manpower  Training  Act  in  a  simplified  and 
decentralized  framework,  should  greatly  broaden  the  opportunities 
for  self-support  for  recipients.  Some  450,000  quality  child  care  posi- 
tions are  also  funded  in  a  new  and  flexible  program  which  further 
extends  the  administration's  commitment  to  the  first  5  years  of  life. 

Fifth,  the  family  assistance  plan  provides  major  fiscal  relief  for  the 
States.  An  estimated  $700  million  of  the  $2.9  billion  in  new  Federal 
money  being  made  available  for  expanded  cash  assistance  will  go  to 
the  States  in  the  form  of  savings  on  their  existing  welfare  costsV  For 
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5  years  from  the  date  of  enactment,  every  State  is  assured  fiscal  relief 
at  least  equal  to  10  percent  of  what  its  costs  would  have  been  under 
the  old  welfare  program.  When  these  savings  are  combined  with  the 
new  money  going  to  the  States  through  the  training  and  child  care 
components  and  through  the  separate  revenue  sharing  program,  major 
relief  for  State  goveniments  is  produced.  In  particular,  by  including 
the  working  poor  within  the  family  assistance  plan,  we  are  establishing 
a  wholly  Federal  responsibility  for  a  category  of  potential  recipients 
which  an  increasing  number  of  States  are  beginning  to  assist  at  their 
own  initiative.  Some  seven  States  now  have  statewide  programs  of 
relief  for  the  Avorking  i>oor  and  another  eight  States  have  local  or 
experimental  programs  directed  to  these  people — all  entirely  at  State 
expense.  By  establishing  a  Federal  program  to  cover  the  working  poor, 
we  are  relieving  the  States  of  what  seems  to  be  the  next  likely  increase 
in  costs  and  coverage. 

III.  IMPACT  ON  OTHER  PROGRAMS 

The  family  assistance  plan  has  a  major  impact  on  several  other  Fed- 
eral programs  bearing  on  the  poor. 

First,  we  have  changed  the  treatment  of  unearned  income  compared 
to  the  present  welfare  system  so  that  the  recipient  of  family  assistance 
benefits  loses  only  50  cents  from  his  benefit  for  each  dollar  of  unearned 
income  received.  This  results  in  the  elimination  of  an  important 
inequity  which,  for  example,  would  make  a  female-headed  family  of 
four  ineligible  for  family  assistance  benefits  if  it  received  $1,700  per 
year  in  alimony  or  support  payments,  but  would  pay  that  family  a 
benefit  if  the  husband  were  at  home  and  earning  $1,700  per  year.  It 
also  has  an  important  impact  on  other  Federal  programs  such  as 
Old  Age,  Survivors  and  Disability  Insurance,  and  Unemployment 
Insurance  by  eliminating  the  dollar-for-dollar  loss  in  benefits  under 
welfare  as  income  from  these  other  programs  is  received. 

Second,  this  legislation  amends  title  XIX  (medicaid)  to  extend 
mandatory  coverage  under  that  program  to  the  AFDC-UF  category. 
It  is  not  possible  at  this  time  to  include  the  working  poor  adults  in 
medicaid  even  though  they  are  added  to  public  assistance  coverage 
under  family  assistance. 

Third,  family  assistance  has  been  carefully  harmonized  with  the 
food  stamp  program.  As  has  already  been  stated,  the  benefits  under 
these  two  programs  are  additive,  so  that  a  family  of  four  receives 
a  package  of  family  assistance  and  food  stamp  subsidies  totaling 
about  $2,350.  Moreover,  the  eligibility  ceilings  have  been  set  at  vir- 
tually the  same  point — $4,000  for  a  family  of  four — and  both  pro- 
grams would  now  extend  coverage  to  the  working  poor. 

Finally,  certain  changes  in  the  programs  of  services  for  AFDC  recip- 
ients under  title  IV  of  the  Social  Security  Act  are  necessitated  as  a 
result  of  the  family  assistance  plan.  The  Department  of  Health,  Edu- 
cation, and  Welfare  will  be  submitting  more  comprehensive  amend- 
ments on  the  service  program  shortly.  These  amendments  will  in- 
clude an  expanded  program  of  assistance  to  the  States  for  foster  care. 
In  the  meantime,  liowever.  we  are  leaving  the  present  AFDC  service? 
provisions  intact  and  retaining  the  75  percent  Federal  matching  for 
the  financing  of  these  programs. 


Summary  of  the  Bill 

Summary  of  Proposed  Family  AssisxAis^CE  Act  of  1969 


Title  I — Family  Assistance  Plan 

ESTABLISHMENT  OF  PLAN 

Section  101  of  the  bill  adds  new  parts  D,  E,  and  F  to  title  IV  of 
the  Social  Security  Act,  establishing  a  new  family  assistance  plan 
providing  for  payment  of  family  assistance  benefits  by  the  Secretary 
of  Health,  Education,  and  Welfare  and  supplementary  payments  bv 
the  States. 

Eligibility  and  amount 

The  new  part  D  of  title  IV  of  the  Social  Security  Act  authorizes 
benefits  to  families  with  children  payable  at  the  rate  of  $500  per  year 
for  each  of  the  first  two  members  of  a  family  plus  $300  for  each 
additional  member. 

The  family  assistance  benefit  would  be  reduced  by  nonexcluded 
income,  so  that  families  with  more  nonexcludable  income  than  these 
benefits  ($1,600  for  a  family  of  four)  would  not  be  eligible  for  any 
benefits. 

A  family  with  more  than  $1,500  in  resources,  other  than  the  home, 
household  goods,  personal  effects,  and  other  property  essential  to  the 
family's  capacity  for  self-support,  would  also  not  be  eligible. 

Countable  income  would  include  both  earned  income  (remuneration 
for  employment  and  net  earnings  from  self -employment)  and  un- 
earned income. 

In  determining  income  the  follow^ing  would  be  excluded  (subject, 
in  some  cases,  to  limitations  by  the  Secretary)  : 

( 1 )  All  income  of  a  student ; 

(2)  Inconsequential  or  infrequent  or  irregular  income ; 

(3)  Income  needed  to  oifset  necessary  child  care  costs  while  in 
•  training  or  working ; 

(4)  Earned  income  of  the  family  at  the  rate  of  $720  per  year 
plus  one-half  the  remainder ; 

( 5 )  Food  stamps  and  other  public  assistance  or  private  charity ; 

(6)  Special  training  incentives  and  allowances ; 

(7)  The  tuition  portion  of  scholarships  and  fellowships; 

( 8 )  Home  produced  and  consumed  produce ; 

( 9 )  One-half  of  other  unearned  income. 

Veterans  pensions,  farm  price  supports,  and  soil  bank  payments 
would  not  be  excludable  income  to  any  extent  and  would,  therefore, 
result  in  reduction  of  benefits  on  a  dollar- for-dollar  basis. 

Eligibility  for  and  amount  of  benefits  would  be  determined  quar- 
terly on  the  basis  of  estimates  of  income  for  the  quarter,  made  in  the 
light  of  the  preceding  period's  income  as  modified  in  the  light  of 
changes  in  circumstances  and  conditions. 

(47) 
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Definition  of  family  and  child 

To  qualify  for  family  assistance  plan  benefits  a  family  must  consist 
of  two  or  more  related  individuals  living  in  their  own  home  and  resid- 
ing in  the  United  States  and  one  must  be  an  unmarried  child  (i.e., 
under  the  age  of  18,  or  under  the  age  of  21  and  regularly  attending 
school). 

Payment  of  benefits 

Payment  may  be  made  to  any  one  or  more  members  of  the  qualified 
family.  The  Secretary  would  prescribe  regulations  regarding  the  filing 
of  applications  and  supplying  of  data  to  determine  eligibility  of  a 
family  and  the  amounts  for  which  the  family  is  eligible.  Beneficiaries 
would  be  required  to  report  events  or  changes  of  circumstances  affect- 
ing eligibility  or  the  amount  of  benefits. 

When  reports  by  beneficiaries  are  delayed  too  long  or  are  too  in- 
accurate, part  or  all  of  the  resulting  benefit  payments  could  be  treated 
as  recoverable  overpayments. 

Registration  for  work  and  referral  for  training 

Eligible  adult  family  members  would  be  required  to  register  with 
public  employment  offices  for  manpower  services  and  training  or  em- 
ployment unless  they  belong  to  specified  excepted  groups.  However, 
a  person  in  an  excepted  group  may  register  if  he  wishes. 

The  exceptions  are:  (1)  ill,  incapacitated,  or  aged  persons;  (2)  the 
caretaker  relative  (usually  the  mother)  of  a  child  under  six;  (3)  the 
mother  or  other  female  caretaker  of  the  child  if  an  adult  male  (usually 
the  father)  who  would  have  to  register  is  there;  (4)  the  caretaker  for 
an  ill  household  member ;  and  (5)  full-time  workers. 

Where  the  individual  is  disabled,  referral  for  rehabilitation  services 
would  be  made.  Provision  is  also  made  for  child  care  services  to  the 
extent  the  Secretary  finds  necessary  in  case  of  participation  in  man- 
power services,  training,  or  employment. 

Denial  of  benefits 

Family  assistance  benefits  would  be  denied  with  respect  to  any 
member  of  a  family  who  refuses  without  good  cause  to  register  or  to 
participate  in  suitable  manpower  services,  training,  or  employment. 
If  the  member  is  the  only  adult,  he  would  be  included  as  a  family 
member  but  only  for  purposes  of  determining  eligibility  of  the  family. 
Also,  in  appropriate  cases,  the  remaining  portion  of  the  family  as- 
sistance benefit  would  be  paid  to  an  interested  person  outside  the 
family. 

On-the-job  training 

The  Secretary  would  transfer  to  the  Department  of  Labor  funds 
which  would  otherwise  be  paid  to  families  participating  in  employer- 
compensated  on-the-job  training  if  they  were  not  participating.  These 
funds  would  be  available  to  pay  the  training  costs  involved. 

STATE  SUPPLEMENTATION  OF  FAMILY  ASSISTANCE  BENEFITS 

Required  supplementation 

The  individual  States  would  have  to  agree  to  supplement  the  family 
assistance  benefits  under  a  new  part  E  of  title  IV  of  the  Social  Se- 
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curity  Act  wherever  the  family  assistance  benefit  level  is  below  the 
previously  existing  Aid  to  Families  with  Dependent  Children  ( AFDC) 
payment  level.  This  supplementation  is  a  condition  which  the  State 
must  meet  in  order  to  continue  to  receive  Federal  payments  with  re- 
spect to  maternal  and  child  health  and  crippled  children's  services 
(title  V)  and  with  respect  to  their  State  plans  for  aid  to  the  aged,  blind, 
and  disabled  (title  XVI),  medical  assistance  (title  XIX),  and  serv- 
ices to  needy  families  with  children  (part  A  of  title  IV).  Such  "sup- 
plementation" would  be  required  to  families  eligible  for  family  as- 
sistance benefits  other  than  families  where  both  parents  are  present, 
neither  is  incapacitated,  or  the  father  is  not  unemployed.  The  States 
would  thus  be  required  to  supplement  in  the  case  of  individuals  eligi- 
ble under  the  old  AFDC  and  AFDC-UF  provisions ;  they  would  not 
have  to  supplement  in  case  of  the  working  poor. 

Amount  of  supplementation 

Except  as  indicated  below  and,  except  for  use  of  the  State  stand- 
ard of  need  and  payment  maximums,  eligibility  for  and  amount  of 
supplementary  payments  would  be  determined  by  use  of  the  rules 
applicable  for  family  assistance  benefits. 

In  applying  the  family  assistance  rules  to  the  disregarding  of  income 
under  the  supplementary  payment  program — 

(1)  in  the  case  of  earned  income  of  the  family,  the  State 
would  first  disregard  income  at  the  rate  of  $720  per  year,  and 
would  then  be  permitted  to  reduce  its  supplementary  payment 
by  16%  cents  for  every  dollar  of  earnings  over  the  range  of  earn- 
ings between  $720  per  year  and  the  cutoff  point  for  family  as- 
sistance (i.e.,  $3,920  for  a  family  of  four),  and  could  further  re- 
duce its  supplementary  payments  by  an  amount  equal  to  not 
more  than  80  cents  for  every  dollar  of  earnings  beyond  that 
family  assistance  cutoff  point. 

(2)  in  the  case  of  unearned  income,  these  same  percentage  re- 
ductions would  apply,  although  the  initial  $720  exclusion  would 
not  apply. 

Requirements  for  agreements 

Some  of  the  State  plan  requirements  now  applicable  in  the  case 
of  Aid  and  Services  to  Needy  Families  with  Children  would  be  made 
applicable  to  the  agreement.  These  include  the  requirements  relating 
to: 

(1)  statewideness ; 

(2)  administration  by  a  single  State  agency ; 

(3 )  fair  hearing  to  dissatisfied  claimants ; 

(4)  methods  of  administration  needed  for  proper  and  efficient 
operation,  including  personnel  standards,  training,  and  effective 
use  of  subprofessional  staff ; 

( 5 )  reporting  to  Secretary  as  required ; 

(6)  confidentiality  of  information  relating  to  applicants  and 
recipients ; 

(7)  opportunity  to  apply  for  and  prompt  furnishing  of  sup- 
plementary payments. 

Payments  to  States 

A  State  agreeing  to  make  the  supplementary  payments  would  be 
guaranteed  that  its  expenditures  for  the  first  5*  full  fiscal  years  after 
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enactment  would  be  no  more  than  90  percent  of  the  amount  they 
would  have  been  if  the  family  assistance  plan  amendments  had  not  been 
enacted.  This  would  be  accomplished  by  Federal  payment  to  each 
State,  for  each  year,  of  the  excess  of — 

(1)  the  total  of  its  supplementary  payments  for  the  year  plus 
the  State  share  of  its  expenditures  called  for  under  its  existing 
State  plan  approved  under  title  XVI  plus  the  additional  expendi- 
tures required  by  the  new  title  XVI,  over 

(2)  90  percent  of  the  State  share  of  what  its  expenditures 
would  have  been  in  the  form  of  maintenance  payments  for  such 
year  if  the  State's  approved  plans  under  titles  I,  IV (A) ,  X,  XIV, 
and  XVI  had  continued  in  effect  (assuming  in  the  case  of  the  part 
A  of  title  IV  plan,  payments  for  dependent  children  of  un- 
employed fathers) . 

On  the  other  hand,  any  State  spending  less  than  50  percent  of  the 
State  share,  referred  to  in  clause  (2)  above,  for  supplementary  pay- 
ments and  its  title  XVI  plan  would  be  required  to  pay  the  amount  of 
the  deficiency  to  the  Federal  treasury. 

A  State  would  also  receive  one-half  of  its  cost  of  administration 
under  its  agreement. 

ADMINISTRATIOX 

A  greements  with  States 

Sufficient  latitude  is  provided  to  deal  with  the  individual  adminis- 
trative characteristics  of  the  States.  Provision  is  made  under  which  the 
Secretary  can  agree  to  administer  and  disburse  the  supplementary  pay- 
ments on  behalf  of  the  States.  Similarl}^  the  States  can  agree  to  ad- 
minister portions  of  the  family  assistance  plan  on  behalf  of  the  Secre- 
tary, with  respect  to  all  or  specified  families  in  the  States. 

Evaluation^  research^  training 

The  Secretary  would  make  an  annual  report  to  Congress  on  the  new 
family  assistance  plan,  including  an  evaluation  of  its  operation.  He 
would  also  have  authority  to  make  periodic  evaluations  of  its  operation 
and  to  use  part  of  the  program  funds  for  this  purpose. 

Research  into  and  demonstrations  of  better  ways  of  carrying  out 
the  purposes  of  the  new  plan,  as  well  as  technical  assistance  to  the 
States  and  training  of  their  personnel  who  are  involved  in  making 
supplementary  payments,  would  also  be  authorized. 

Special  provisions  for  Puerto  Rico,  the  Virgin  Islands,  and  Guam 

There  are  special  provisions  for  these  areas  under  which  the  amount 
of  family  assistance  benefits,  the  $720  of  earned  income  to  be  dis- 
regarded, and  several  other  amounts  under  the  family  assistance  plan 
and  the  new  title  XVI  of  the  Social  Security  Act  (aid  to  the  aged, 
blind,  and  disabled)  would  be  reduced  to  the  extent  that  the  per  capita 
income  of  these  areas  is  below  that  of  that  one  of  the  50  States  which 
had  the  lowest  per  capita  income. 

TRAINING,  EMPLOYMENT,  AND  DAY-CARE  PROGRAMS 

Section  102  of  the  administration  bill  would  replace  part  C  of  title 
IV  of  the  Social  Security  Act  in  its  entirety. 

Purpose 

The  purpose  of  the  revised  part  C  is  to  provide  manpower  services, 
training,  and  employment,  and  child  care  and  related  services  for  in- 
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I  dividuals  eligibLj  for  the  new  family  j.ssistance  plan  benefits  (new 
I  part  D)  or  Statf!  supplementary  payments  (new  part  E)  to  help  them 
secure  or  retain  employment  or  advancement  in  employment.  The 
intent  is  to  do  this  in  a  manner  which  will  restore  families  with  de- 
pendent children  to  self-supporting,  independent,  and  useful  roles 
in  the  community. 

Operation 

The  Secretary  of  Labor  is  required  to  develop  an  employability  plan 
for  each  individual  required  to  register  under  the  new  part  D  or  re- 
ceiving supplementary  payments  pursuant  to  the  new  part  E.  The  plan 
would  describe  the  manpower  services,  training,  and  employment  to 
be  provided  and  needed  to  enable  the  individual  to  become  self-sup- 
porting or  attain  advancement  in  employment. 

Allowances 

The  Secretary  of  Lp.bor  would  pay  an  incentive  training  allowance 
of  $30  per  month  to  each  member  of  a  family  participating  in  man- 
power training.  Where  training  allowances  for  a  family  under  another 
program  would  be  larger  than  their  benefits  under  the  family  assist- 
ance plan  and  supplementary  State  payments,  the  incentive  allowances 
for  the  family  would  be  equal  to  the  difference,  or  $30  per  member, 
whichever  is  larger. 

Allowances  for  transportation  and  other  expenses  would  also  be 
authorized. 

These  incentive  and  other  allowances  Avould  be  in  lieu  of  allowances 
under  other  manpower  training  programs. 

Allowances  would  not  be  payable  to  individuals  participating  in 
employer  compensated  on-the-job  training. 

Denial  of  allowances 

Allowances  would  not  be  payable  to  an  individual  who  refuses  to 
accept  manpower  training  without  good  cause.  The  individual  would 
receive  reasonable  notice  and  have  an  opportunity  for  a  hearing  if 
dissatisfied  with  the  denial. 

Utilization  of  other  programs 

In  order  to  avoid  the  creation  of  duplicative  programs,  maximum 
use  of  authorities  under  other  acts  would  be  made  by  the  Secretary  of 
Labor  in  providing  the  manpower  training  and  related  services  under 
the  revised  part  C,  but  subject  to  all  duties  and  responsibilities  under 
such  other  programs.  Part  C  appropriations  could  be  used  to  pay  the 
cost  of  services  provided  by  other  programs  and  to  reimburse  other 
public  agencies  for  services  they  provided  to  persons  under  part  C. 
The  emphasis  is  on  an  integrated  and  comprehensive  manpower 
training  program  involving  all  sectors  of  the  economy  and  all  levels 
of  government  to  make  maximum  use  of  existing  manpower  and  man- 
power-related programs. 

Appropriations  and  administration 

Appropriations  to  the  Secretary  of  Labor  would  be  authorized  for 
carrying  out  the  revised  part  C,  including  payment  of  up  to  90  percent 
of  the  cost  of  training  and  employment  services  provided  individuals 
registered  under  the  family  assistance  plan.  The  Secretary  would  seek 
to  achieve  equitable  geographical  distribution  of  these  funds. 
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In  developing  policies  and  programs  for  manpower  services,  train- 
ing and  employment  for  individuals  registered  under  the  family  as- 
sistance plan,  the  Secretary  of  Labor  would  have  to  first  obtain  the 
concurrence  of  the  Secretary  of  Health,  Education,  and  Welfare  with 
regard  to  all  programs  under  the  usual  and  traditional  authority  of 
the  Department  of  Health,  Education,  and  Welfare. 

Child  care  and  support  services 

Appropriations  to  the  Secretary  of  Health,  Education,  and  Welfare 
would  be  authorized  for  grants  and  contracts  for  up  to  90  percent  of 
the  cost  of  projects  for  child  care  and  related  services  for  persons 
registered  under  the  family  assistance  plan  and  in  manpower  training 
or  employment.  The  grants  would  go  to  any  public  or  nonprofit  pri- 
vate agency  or  organization,  and  the  contracts  could  be  with  any  pub- 
lic or  private  agency  or  organization.  The  cost  of  these  services  could 
include  alteration,  remodeling,  and  renovation  of  facilities,  but  no 
provision  is  made  for  wholly  new  construction.  The  Secretary  of 
Health,  Education,  and  Welfare  could  allow  the  non-Federal  share 
of  the  cost  to  be  provided  in  the  form  of  services  or  facilities. 

These  provisions  (unlike  other  provisions  of  the  bill)  would  be- 
come effective  on  enactment  of  the  bill. 

Advance  funding 

To  afford  adequate  notice  of  available  funds,  appropriations  for  1 
year  to  pay  the  cost  of  the  program  during  the  next  year  would  be 
authorized. 

Evaluation  and  research 

A  continuing  evaluation  of  the  program  under  part  C  and  research 
for  improving  it  are  authorized. 

Annual  report  and  A  dvisory  Council 

The  Secretary  of  Labor  is  required  to  report  annually  to  Congress 
on  the  manpower  training  and  related  services. 

ELIMINATION  OF  PRESENT  PRO^TESIONS  ON  CASH  ASSISTANCE  FOR  FAMILIES 
WITH  DEPENDENT  CHILDREN 

Section  103  of  the  bill  revises  part  A  of  title  IV  of  the  Social  Secu- 
rity Act  which  relates  to  cash  assistance  and  services  for  needy  fam- 
ilies with  children.  The  new  part  A  is  called  services  to  needy  families 
with  children,  reflecting  the  elimination  of  the  provisions  on  cash  as- 
sistance. The  cash  assistance  part  is  no  longer  necessary  because  of  the 
family  assistance  plan  in  the  new  part  D  of  title  IV. 

The  revised  part  A  provides  for  continuation  of  the  present  program 
of  services  for  these  families.  Foster  care  for  children  and  emergency 
assistance,  as  included  under  existing  law,  are  also  continued. 

Requirements  for  State  plans 

Section  402  of  the  Social  Security  Act  which  sets  forth  the  require- 
ments to  be  met  by  State  plans  before  they  are  approved  and  qualify 
the  State  for  Federal  financial  participation  in  expenditures,  would 
be  revised  as  appropriate  in  the  light  of  the  elimination  of  the  cash 
assistance  provisions. 
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Payments  to  States 

The  provisions  on  payments  to  States  for  expenditures  under  ap- 
proved State  plans  remain  the  same  as  existing  law  with  respect  to 
services,  emergency  assistance,  and  foster  care.  The  matching  formulas 
continue  to  vary,  as  in  existing  law,  according  to  the  kinds  of  services 
involved. 

Definitions 

The  definitions  of  "family  services"  and  "emergency  assistance  to 
needy  families  with  children"  have  not  been  substantially  changed. 

The  definitions  of  "dependent  child",  "aid  to  families  with  de- 
pendent children",  and  "relative  with  whom  any  dependent  child  is 
living"  have  been  replaced  (as  no  longer  applicable)  by  definitions 
of— 

(1)  "child" — which  refers  to  the  definition  in  the  new  part  D, 
establishing  the  family  assistance  plan ;  this  in  effect  substitutes 
a  requirement  that  the  child  be  a  member  of  a  "family"  (as  defined 
in  the  new  part  D)  instead  of  having  to  live  with  particularly 
designated  relatives ; 

(2)  "needy  families  with  children"  (and  "assistance  to  such 
families") — this  being  defined  as  families  receiving  family  as- 
sistance benefits  under  the  new  part  D,  if  they  are  also  receiving 
supplementary  State  payments  pursuant  to  the  new  part  E  or 
would  have  been  eligible  for  aid  under  the  existing  State  plan  for 
aid  to  needy  families  with  children  if  it  had  continued  in  effect. 

Foster  care  and  emergeVicy  assistance 

The  provisions  on  payments  for  foster  care  of  children  and  emer- 
gency assistance  remain  virtually  the  same  as  under  existing  law. 

Assistance  hy  Internal  Revenue  Service  in  locating  parents 

The  provision  on  this  subject  remains  the  same  and  allows  use  of 
the  master  files  of  the  Internal  Eevenue  Service  to  locate  missing 
parents  in  certain  cases. 

Title  II — Aid  to  the  Aged,  Blind,  and  Disabled 

This  title  revises  the  current  title  XVI  of  the  Social  Security  Act 
and  sets  forth  the  revised  title  XVI  in  its  entirety.  One  of  the  major 
changes  is  the  removal  of  the  provisions  relating  to  medical  assistance 
for  the  aged  which,  under  existing  law,  would  terminate  at  the  end 
of  calendar  1969.  All  medical  assistance  for  which  the  Federal  Gov- 
ernment shares  costs  will  now  be  provided  under  approved  title  XIX 
State  plans. 

Requirements  for  State  plans 

Few  changes  are  made  in  this  section  (sec.  1602),  aside  from 
deleting  the  provisions  relating  to  medical  assistance  for  the  aged. 
The  section  retains,  without  substantial  change,  the  requirements 
relating  to — 

(1)  administration  by  a  single  State  agency  (except  where  a 
separate  agency  is  permitted  for  the  blind  as  under  existing 
law)  ; 

(2)  financial  participation  by  the  State ; 

(3)  statewideness ; 
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(4)  opportunity  for  fair  hearing ; 

(5)  methods  of  administration,  including  personnel  standards, 
training,  and  effective  use  of  subprofessional  staff ; 

(6)  reporting  to  the  Secretary  as  required; 

( 7 )  confidentiality  of  information  relating  to  recipients ;  ^ 

(8)  opportunity  for  application  and  furnishing  of  assistance 
with  reasonable  promptness ; 

(9)  establishment  and  maintenance  by  the  State  of  standards 
for  institutions  in  which  there  are  individuals  receiving  aid; 

(10)  description  of  services  provided  for  self-support  or  self- 
care:  and 

(11)  determination  of  blindness  by  an  ophthalmologist  or  an 
optometrist. 

The  present  prohibition  asfainst  payment  to  persons  in  receipt  of  as- 
sistance under  title  I,  IV,  X,  or  XIV  would  be  applicable  instead  to 
cases  of  receipt  of  family  security  benefits  under  the  new  part  D  of 
title  IV. 

The  provision  on  inclusion  of  reasonable  standards  for  determining 
eligibility  and  amount  of  aid  would  be  replaced  by  one  requiring  a  min- 
imum benefit  of  $90  per  month,  less  any  other  income,  and  by  another 
requiring  that  the  standard  of  need  not  be  lower  than  the  standard  aiD- 
plied  under  the  State  plan  approved  under  the  existing  title  XVI  or  (in 
case  the  State  had  not  had  such  a  plan)  the  appropriate  one  of  the 
standards  of  need  applied  under  the  plans  approved  under  titles  I,  X, 
and^XIV. 

"While  the  requirement  relating  to  the  determination  of  need  and  dis- 
regarding of  certain  income  in  connection  therewith  has  been  continued 
(although  without  the  authorization  to  disregard  $7.50  per  month  of 
any  income,  in  addition  to  other  income  which  may  or  must  be  disre- 
garded) ,  it  has  been  expanded  in  a  manner  parallel  to  family  assistance 
benefits  to  include  disregarding  as  resources  the  home,  household  goods, 
personal  effects,  other  property  which  might  help  to  increase  the  fam- 
ily's ability  for  self-support,  and,  finally,  any  other  personal  or  real 
property  the  total  value  of  which  does  not  exceed  $1,500.  There  would 
also  be  a  new  requirement  for  not  considering  the  financial  responsibil- 
ity of  any  other  individual  for  the  applicant  or  recipient  unless  the 
applicant  is  the  individual's  spouse  or  child  under  the  age  of  21  or 
blind  or  severely  disabled,  and  a  prohibition  against  imposition  of  liens 
on  account  of  benefits  correctly  paid  to  recipients. 

Other  new  requirements  relate  to  provision  for  the  training  and 
effective  use  of  social  service  personnel,  provision  of  technical  as- 
sistance to  State  agencies  and  local  subdivisions  furnishing  assistance 
or  services,  and  provision  for  the  development,  through  research  or 
demonstrations,  of  new  or  improved  methods  of  furnishing  assistance 
or  services.  Also  added  is  a  requirement  for  use  of  a  simplified  state- 
ment for  establishing  eligibility  and  for  adequate  and  effective  meth- 
ods of  verification  thereof.  Finallv,  there  are  new  requirements  for 
periodic  evaluation  of  the  State  plan  at  least  annually,  with  reports 
thereof  being  submitted  to  the  Secretary  tosrether  with  any  necessary 
modifications  of  the  State  plan;  for  establishment  of  advisory  com- 
mittees, including  recipients  as  members;  and  for  observing  priorities 
and  performance  standards  set  by  the  Secretary  in  the  administration 
of  the  State  plan  and  in  providing  services  thereunder. 
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The  present  prohibitions  against  any  age  requirement  of  more  than 
65  years  and  against  any  citizenship  requirement  excluding  U.S. 
citizens  would  be  continued. 

In  place  of  the  present  ]3rovision  on  residency,  there  is  a  new  one 
which  prohibits  any  residency  requirement  excluding  any  resident  of 
the  State.  Also  there  would  be  new  prohibitions  against  any  disability 
or  age  requirement  which  excludes  a  severely  disabled  individual  aged 
18  or  older,  and  any  blindness  or  age  requirement  which  excludes  any 
person  who  is  blind  (determined  under  criteria  by  the  Secretary) . 

Payments 

In  place  of  the  present  provision  on  the  Federal  share  of  expendi- 
tures under  the  approved  State  plan  there  is  a  new  formula  which 
provides  for  payment  as  follow^s  with  respect  to  expenditures  under 
State  plans  for  aid  to  the  aged,  blind,  and  disabled  approved  under 
the  new  title  XVI: 

With  respect  to  cash  assistance,  the  Federal  Government  will  pay 
(1)  100  percent  of  the  first  $50  per  recipient,  plus  (2)  50  percent  of 
the  next  $15  per  recipient,  plus  (3)  25  percent  of  the  balance  of  the 
payment  per  recipient  which  does  not  exceed  the  maximum  permis- 
sible level  of  assistance  per  person  set  by  the  Secretary  (which  may 
be  lower  in  the  case  of  Puerto  Kico,  the  Virgin  Islands,  and  Guam  than 
for  other  jurisdictions) . 

With  respect  to  services  for  which  expenditures  are  made  under  the 
approved  State  plan,  the  Federal  Government  would  pay  the  same 
percentages  as  are  provided  under  existing  law,  that  is,  75  percent  in 
the  case  of  certain  specified  services  and  training  of  personnel  and  50 
percent  in  the  case  of  the  remainder  of  the  cost  of  administration  of  the 
State  plan. 

Payment  hy  Federal  Government  to  individuals 

The  revised  title  XVI  includes  authority  for  the  Secretary  to  enter 
into  agreements  with  any  State  under  which  the  Secretary  will  make 
the  payments  of  aid  to  the  aged,  blind,  and  disabled  directly  to  individ- 
uals in  the  State  who  are  eligible  therefor.  In  that  case,  the  State  would 
reimburse  the  Federal  Government  for  the  State's  share  of  those  pay- 
ments and  for  one-half  the  additional  cost  to  the  Secretary  of  carrying 
out  the  agreement,  other  than  the  cost  of  making  the  payments 
themselves. 

Definition 

The  neAv  title  XVI  defines  aid  to  the  aged,  blind,  and  disabled  as 
money  payments  to  needy  individuals  who  are  65  or  older  or  are  blind 
or  are  severely  disabled. 

Transitional  and  related  provisions 

Titles  I,  X,  and  XIV  of  the  Social  Security  Act  would  be  repealed. 

Provision  is  made  for  making  adjustments  under  the  new  title  XVI 
on  account  of  overpayments  and  underpayments  under  the  existing 
public  assistance  titles. 

Provision  is  also  made  for  according  States  a  grace  period  during 
which  they  can  be  eligible  to  participate  in  the  new  title  XVI  without 
changing  their  tests  of  disability  or  blindness.  The  grace  period  would 
end  for  any  State  with  the  June  30  following  the  close  of  the  first 
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regular  session  of  its  State  legislature  beginning  after  enactment  of 
the  bill. 

Conforming  amendments 

The  bill  also  contains  a  number  of  conforming  amendments  in  other 
provisions  of  the  Social  Security  Act  in  order  to  take  account  of  the 
substantive  changes  made  by  the  bill.  Thus,  the  changes  in  the  medic- 
aid program  (title  XIX  of  the  Social  Security  Act)  would  require  the 
States  to  cover  individuals  eligible  for  supplementary  State  payments 
pursuant  to  the  new  part  E  of  title  IV  or  who  would  be  eligible  for 
cash  assistance  under  an  existing  State  plan  for  aid  to  families  with 
dependent  children  if  it  continued  in  effect  and  included  dependent 
children  of  unemployed  fathers. 

Effective  date 

The  amendments  made  by  the  bill  would  become  effective  on  the 
first  January  1  following  the  fiscal  year  in  which  the  bill  is  enacted. 
However,  if  a  State  is  prevented  by  statute  from  making  the  supple- 
mentary payments  provided  for  under  the  new  part  E  of  title  IV  of 
the  Social  Security  Act,  the  amendments  would  not  apply  to  indi- 
viduals in  that  State  until  the  first  July  1  which  follows  the  end  of 
the  State's  first  regular  session  of  its  legislature  beginning  after  the 
enactment  of  the  bill— unless  the  State  certified  before  this  date  that 
it  is  no  longer  prevented  by  State  statute  from  making  the  payments. 
In  the  latter  case  the  amendments  would  become  effective  at  the 
beginning  of  the  first  calendar  quarter  following  the  certification. 

Also,  in  the  case  of  a  State  which  is  prevented  by  statute  from 
meeting  the  requirements  in  the  revised  section  1602  of  the  Social 
Security  Act,  the  amendments  made  in  that  title  would  not  apply 
until  the  first  July  1  following  the  close  of  the  State's  first  regular 
session  of  its  legislature  beginning  after  the  enactment  of  the  bill — 
unless  the  State  submitted  before  this  date  a  State  plan  meeting  these 
requirements.  In  the  latter  case  the  amendments  would  become  effec- 
tive on  the  date  of  submission  of  the  plan. 

Another  exception  to  this  effective  date  provision  is  made  in  the 
case  of  the  new  authorization,  in  the  revised  part  C  of  title  IV  of  the 
Social  Security  Act,  for  provision  of  child  care  services  for  persons 
undergoing  training  or  employment — which  would  be  effective  on  en- 
actment of  the  bill. 


PROPOSED  WELFARE  REFORM  BILL 


A  BILL  To  authorize  a  family  assistance  plan  providing  basic  benefits  to  low- 
income  families  witb  children,  to  provide  incentives  for  employment  and  train- 
ing to  improve  the  capacity  for  employment  of  members  of  such  families,  to 
achieve  greater  uniformity  of  treatment  of  recipients  under  the  Federal- 
State  public  assistance  programs  and  to  otherwise  improve  such  programs, 
and  for  other  puposes. 

Be  it  enacted  hy  the  Senate  and  House  of  Representatives  of  the 
United  States  of  America  in  Congress  assembled^  That  this  Act,  with 
the  following  Table  of  Contents,  may  be  cited  as  the  "Family  Assist- 
ance Act  of  1969". 

FINDINGS  AND  DECLARATION  OF  PURPOSE 

Sec.  2.  (a)  The  Congress  hereby  finds  and  declares  that — 

(1)  the  present  federally  assisted  welfare  program  provides 
benefits  which  vary  widely  throughout  the  country  and  which 
are  unconscionably  low  in  many  States; 

(2)  the  program  for  needy  families  with  children  is  often 
administered  in  ways  which  are  costly,  inefficient,  and  degrad- 
ing to  personal  dignity,  and  is  characterized  by  intolerable  incen- 
tives for  family  breakup,  by  inadequate  encouragements  to  and 
opportunities  for  those  on  the  welfare  rolls  to  enter  job  training 
and  employment  so  that  they  may  become  self-supporting,  and 
by  the  inequitable  exclusion  from  assistance  of  working  families 
in  poverty,  especially  families  headed  by  a  male  ; 

(3)  the  growth  of  the  welfare  rolls  threatens  the  fiscal  stability 
of  the  States  and  the  Federal-State  partnership ;  and 

(4)  in  the  light  of  the  harm  to  individual  and  family  develop- 
ment and  well-being  caused  by  lack  of  income  adequate  to  sustain 
a  decent  level  of  life,  and  the  consequent  damage  to  the  human 
resources  of  the  entire  Nation,  the  Federal  Government  has  a 
positive  interest  and  responsibility  in  assuring  the  correction  of 
these  problems. 

(b)  It  is  therefore  the  purpose  of  this  Act  to  fulfill  the  responsi- 
bility of  the  Federal  Government  to  expand  the  training  and  employ- 
ment incentives  and  opportunities,  including  necessary  child  care 
services,  for  those  public  assistance  recipients  who  are  members  of 
needy  families  with  children  and  who  can  become  self-supporting; 
to  provide  a  more  adequate  level  and  quality  of  living  through  income 
support  and  services  for  dependent  persons  and  families  who,  through 
no  fault  of  their  own,  require  public  assistance ;  to  provide  this  finan- 
cial assistance  in  a  manner  designed  to  strengthen  family  life  and 
to  establish  more  nearly  uniform  national  standards  of  eligibility  and 
aid ;  and  to  move  to  greater  assumption  by  the  Federal  Government 
of  the  financial  burden  of  these  activities. 
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TITLE  I— FAMILY  ASSISTANCE  PLAN 

ESTABLISHMENT  OF  FAMILY  ASSISTANCE  PLAN 

Seo.  101.  Title  IV  of  the  Social  Security  Act  (42  U.S.C.  601,  et  seq.) 
is  amended  by  adding  after  part  C  the  following  new  parts : 

"Part  D — Family  Assistance  Plan 
"appropriations 

"Sec.  441.  For  the  purposes  of  providing  a  basic  level  of  financial 
assistance  throughout  the  Nation  to  needy  families  with  children,  in 
a  manner  which  will  strengthen  family  life,  encourage  work  training 
and  self-support,  and  enhance  personal  dignity,  there  is  authorized 
to  be  appropriated  for  each  fiscal  year  a  sum  sufficient  to  carry  out  this 
part. 

"eligibility  for  and  amount  or  family  assistance  benefits 

"Eligibility 

"Sec.  442.  (a)  Each  family,  as  defined  in  section  445 — 

"(1)  whose  income,  other  than  income  which  is  excluded  pur- 
suant to  section  443,  is  less  than  $500  per  year-  for  each  of  the  first  2 
members  of  the  family  plus  $300  per  year  for  each  additional  mem- 
ber, and 

"  (2)  whose  resources,  other  than  resources  excluded  pursuant  to 
section  444,  are  less  than  $1,500. 
shall,  in  accordance  with  and  subject  to  the  other  provisions  of  this 
title,  be  a  paid  family  assistance  benefit. 

"Amount 

"(b)  The  family  assistance  benefit  for  a  family  shall  be  payable  at 
the  rate  of  $500  per  year  for  each  of  the  first  two  members  of  the 
family  plus  $300  per  year  for  each  additional  member  thereof,  reduced 
by  the  amount  of  income,  not  excluded  pursuant  to  section  443,  of  the 
members  of  the  family. 

"Puerto  Rico,  the  Virgin  Islands,  and  Guam 

"(c)  For  special  provisions  applicable  to  Puerto  Rico,  the  Virgin 
Islands,  and  (juam,  see  section  464. 

"Period  for  Determination  of  Benefits 

"(d)(1)  A  family's  eligibility  for  and  its  amount  of  family  as- 
sistance benefits  shall  be  determined  for  each  quarter  of  a  calendar 
year.  Such  determination  shall  be  made  on  the  basis  of  the  Secretary's 
estimate  of  the  family's  income  for  such  quarter,  after  taking  into  ac- 
count income  for  a  preceding  period  and  any  modifications  in  income 
which  are  likely  to  occur  on  the  basis  of  changes  in  conditions  or 
circumstances.  Eligibility  for  and  the  amount  of  benefits  of  a  family 
for  any  quarter  shall  be  redetermined  at  such  time  or  times  as  may  be 
provided  by  the  Secretary,  such  determination  to  be  effective  pro- 
spectively. 
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"(2)  The  Secretary  shall  by  regulation  prescribe  the  cases  in  which 
and  extent  to  which  the  amount  of  a  family  assistance  benefit  for  any 
quarter  shall  be  reduced  by  reason  of  the  time  elapsing  since  the 
beginning  of  such  quarter  and  before  the  date  of  filing  of  the  applica- 
tion for  the  benefit. 

"(3)  The  Secretary  may,  in  accordance  with  regulations,  prescribe 
the  cases  in  which  and  the  extent  to  which  income  received  in  one 
period  (or  expenses  incurred  in  one  period  in  earning  income)  slvill, 
for  purposes  of  determining  eligibility  for  and  amount  of  family  assist- 
ance benefits,  be  considered  as  received  (or  incurred)  in  another  period 
or  periods. 

"Special  Limits  on  Gross  Income 

"(e)  The  Secretary  may,  in  accordance  with  regulations,  prescribe 
the  circumstances  under  which  the  gross  income  from  a  trade  or  busi- 
ness (including  farming),  will  be  considered  sufficiently  large  to  make 
such  family  ineligible  for  such  benefits. 

'"INCOME 

"Exclusions  from  Income 

"Sec.  443.  (a)  In  determining  the  income  of  a  family  there  shall 
be  excluded — 

"(1)  subject  to  limitations  (as  to  amount  or  otherwise)  pre- 
scribed by  the  Secretary,  the  earned  income  of  each  child  in  the 
family  who  is,  as  determined  by  the  Secretary  under  regulations,  a 
student  regularly  attending  a  school,  college,  or  university,  or  a 
course  of  vocational  or  technical  training  designed  to  prepare  him 
for  gainful  employment ; 

"(2)  (A)  the  total  unearned  income  of  all  members  of  a  family 
which  is,  as  determined  in  accordance  with  criteria  prescribed  by 
the  Secretary,  too  inconsequential,  or  received  too  infrequently  or 
irregularly,  to  be  included,  and  (B)  subject  to  limitations  pre- 
scribed by  the  Secretary  any  earned  income  which,  as  determined 
in  accordance  with  such  criteria,  is  received  too  infrequently  or 
irregularly  to  be  included ; 

"(3)  an  amount  of  earned  income  of  a  member  of  the  family 
equal  to  all,  or  such  part  (and  according  to  such  schedule)  as  the 
Secretary  may  prescribe,  of  the  cost  incurred  by  such  member  for 
child  care  which  the  Secretary  deems  necessary  to  securing  or  con- 
tinuing in  manpower  training,  vocational  rehabilitation,  employ- 
ment, or  self -employment. 

"  (4)  the  first  $720  per  year  (or  proportionately  smaller  amounts 
for  shorter  periods)  of  the  total  of  earned  income  (not  excluded 
by  the  preceding  clauses  of  this  section)  of  all  members  of  the 
family  plus  one-half  of  the  remainder  thereof ; 

"  (5 )  food  stamps  or  any  other  assistance  which  is  based  on  need 
and  furnished  by  any  State  or  political  subdivision  of  a  State  or 
any  Federal  agenc}^  or  by  any  private  charitable  agency  or  orga- 
nization (as  determined  by  the  Secretary)  ; 

"  ( 6 )  allowances  under  section  432  ( a )  ; 
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"(7)  any  portion  of  a  scholarship  or  fellowship  received  for 
use  in  paying  the  cost  of  tuition  and  fees  at  any  educational  (in- 
cluding technical  or  vocational  education)  institution ; 

"(8)  home  produce  of  a  member  of  the  family  utilized  by  the 
household  for  its  own  consumption ;  and 

"(9)  one-half  of  all  unearned  income  (not  excluded  by  the  pre- 
ceding clauses  of  this  subsection)  of  all  members  of  the  family 
The  preceding  provisions  of  this  subsection  shall  not  apply  to  veterans' 
pensions  or  to  payments  to  farmers  for  price  support,  diversion,  or  con- 
servation. For  special  provisions  applicable  to  Puerto  Rico,  the  Virgin 
Islands,  or  Guam,  see  section  464. 

"Meaning  of  Earned  and  Unearned  Income 

"(b)  For  purposes  of  this  part — 

"  (1)  earned  income  shall  include  only — 

"(A)  remuneration  for  employment,  other  than  remunera- 
tion to  which  section  209  (b),  (c),  (d),  (f),  or  (k)  applies; 

"(B)  net  earnings  from  self -employment,  as  defined  in  sec- 
tion 211  other  than  the  second  and  third  sentences  follow- 
ing clause  (C)  of  subsection  (a)  (9)  and  other  than  clauses 
(A),  (C),  and  (E)  of  paragraph  (2)  and  paragraphs  (4), 
(5),  and  (6), of  subsection  (c) ; 
"(2)  unearned  income  shall  include  among  other  things — 

"(A)  any  payments  received  as  an  annuity,  pension,  retire- 
ment, or  disability  benefit,  including  veteran's  or  workmen's 
compensation  and  old-age,  survivors,  and  disability  insur- 
ance, railroad  retirement,  and  unemployment  benefits; 

"(B)  prizes  and  awards ; 

"(C)  the  proceeds  of  any  life  insurance  policy ; 

"(D)  gifts  (cash  or  otherwise),  support  and  alimony  pay- 
ments, and  inheritances ;  and 

"(E)  rents,  dividends,  interest,  and  royalties. 

"resources 

"Exclusions  from  Resources 

"Sec.  444.  (a)  In  determining  the  resources  of  a  family  there  shall 
be  excluded : 

"(1)  the  home,  household  goods,  and  personal  effects; 

"(2)  other  property  which,  as  determined  in  accordance  with 
and  subject  to  limitations  in  regulations  of  the  Secretary,  is  so  es- 
sential to  the  family's  means  of  self-support  as  to  warrant  its 
exclusion. 

"Disposition  of  Resources 

"(b)  The  Secretary  shall  prescribe  regulations  applicable  to  the 
period  or  periods  of  time  within  which,  and  the  manner  in  which, 
various  kinds  of  property  must  be  disposed  of  in  order  not  to  be 
included  in  determining  the  family's  eligibility  for  family  assistance 
benefits.  Any  portion  of  thes  family's  benefits  paid  for  such  period  or 
periods  shall  be  conditioned  on  such  disposal. 
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''meaning  of  family  and  child 
"Composition  of  Family 

"Sec.  445.  (a)  Two  or  jnore  individuals — 

"  ( 1 )  who  are  related  by  blood,  marriage,  or  adoption, 
"(2)  who  are  living  in  a  place  of  residence  maintained  by  one 
or  more  of  them  as  his  or  her  own  home, 

"  ( 3 )  who  are  residents  of  the  United  States,  and 
"(4)  at  least  one  of  whom  is  a  child  who  is  not  married  to 
another  of  such  individuals, 
shall  be  regarded  as  a  family  for  purposes  of  this  part  and  parts  A,  C, 
andE. 

"Definition  of  Child 

"(b)  For  purposes  of  this  part  and  parts  C  and  E,  the  term  'child' 
means  an  individual  who  is  (1)  under  the  age  of  18  or  (2)  under  the 
age  of  21  and  (as  determined  by  the  Secretary  under  regulations)  a 
student  regularly  attending  a  school,  college,  or  university,  or  a  course 
of  vocational  or  technical  training  designed  to  prepare  him  for  gainful 
employment. 

"Members  of  the  Armed  Forces 

"(c)  If  an  individual  is  in  the  Armed  Forces  of  the  United  States, 
then,  for  purposes  of  determining  eligibility  for  and  the  amount  of 
family  assistance  benefits  under  this  part,  ( 1 )  he  shall  not  be  regarded 
as  a  member  of  a  family,  and  (2)  the  spouse  and  children  of  such 
individual,  and  such  other  individuals  living  in  the  same  place  of 
residence  as  such  spouse  and  children  as  may  be  specified  in  accordance 
with  regulations  of  the  Secretary,  shall  not  be  considered  members  of 
a  family. 

"Determination  of  Family  Relationship 

"(d)  In  determining  whether  an  individual  is  related  by  blood, 
marriage,  or  adoption,  appropriate  State  law,  as  determined  in  accord- 
ance with  regulations  of  the  Secretary,  shall  be  applied. 

"Income  and  Resources  of  Noncontributing  Adult 

"(e)  For  purposes  of  determining  eligibility  for  and  the  amount  of 
family  assistance  benefits  for  any  family  there  shall  be  excluded  the 
income  and  resources  of  any  individual,  other  than  a  child  or  a  parent 
of  a  cliild  (or  a  spouse  of  a  child  or  parent),  whidh,  as  determined  in 
accordance  with  criteria  prescribed  by  the  Secretary,  is  not  available 
to  other  members  of  the  family ;  and  for  such  purposes,  any  such  indi- 
vidual shall  not  be  considered  a  member  of  such  family. 

"Recipients  of  Aid  to  the  Aged,  Blind,  and  Disabled  Ineligible 

"(f)  If  any  individual  is  receiving  aid  to  the  aged,  blind  and  dis- 
abled under  a  State  plan  approved  under  title  XVI,  or  if  his  needs 
are  taken  into  account  in  determining  the  need  of  another  person  re- 
ceiving such  aid,  then,  for  the  period  for  which  such  aid  is  received, 
such  individual  shall  not  be  regarded  as  a  member  of  a  family  for 
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purposes  of  determining  the  amount  of  the  family  assistance  benefits 
of  the  family. 

"payments  and  procedures 
"Payments  of  Benefits 

"Sec.  446.  (a)  (1)  Family  assistance  benefits  shall  be  paid  at  such 
time  or  times  and  in  such  installments  as  the  Secretary  determines  will 
best  effectuate  the  purposes  of  this  title. 

(2)  Payment  of  the  family  assistance  benefit  of  any  family  may  be 
made  to  any  one  or  more  members  of  the  family. 

"(3)  The  Secretary  may  by  regulation  establish  ranges  of  incomes 
within  which  a  single  amount  of  family  assistance  benefit  shall  apply. 

"Overpayments  and  Underpayments 

"(b)  Whenever  the  Secretary  finds  that  more  or  less  than  the  cor- 
rect amount  of  family  assistance  benefits  has  been  paid  with  respect 
to  any  famil}^,  proper  adjustment  or  recovery  shall,  subject  to  the  suc- 
ceeding provisions  of  this  subsection,  be  made  by  appropriate  adjust- 
ments m  future  payments  of  the  family  or  by  recovery  from  or  pay- 
ment to  any  one  or  more  of  the  individuals  who  are  or  vvere  members 
thereof.  The  Secretary  shall  make  such  provision  as  he  finds  appro- 
priate in  the  case  of  payment  of  more  than  the  correct  amount  of 
benefits  with  respect  to  a  family  with  a  view  to  avoidino^  penalizing 
members  of  the  family  who  were  without  fault  in  connection  with  the 
overpayment,  if  adjustment  or  recovery  on  account  of  such  overpay- 
ment in  such  case  would  defeat  the  purposes  of  this  part,  or  be  against 
equity  Or  good  conscience,  or  (because  of  the  small  amount  involved) 
impede  efficient  or  effective  administration  of  this  part. 

"Hearings  and  Review 

"(c)  (1)  The  Secretary  shall  provide  reasonable  notice  and  oppor- 
tunity for  a  hearing  to  any  individual  who  is  or  claims  to  be  a  member 
of  a  family  and  is  dissatisfied  with  a,ny  determination  under  this  part 
with  respect  to  eligibility  of  the  family  for  family  assistance  bene- 
fits, the  number  of  members  of  the  family,  or  the  amount  of  the 
benefits. 

"  (2)  Final  determination  of  the  Secretary  after  such  hearings  shall 
be  subject  to  judicial  review  as  provided  in  section  205  (g)  to  the  same 
extent  as  the  Secretary's  final  determinations  under  section  205. 

"Procedures;  Prohibition  of  Assignments 

"(d)  The  provisions  of  sections  206  and  207  and  subsections  (a), 
(d),  (e),  and  (f)  of  section  205  shall  apply  with  respect  to  this  part 
to  the  same  extent  as  they  apply  in  the  case  of  title  II. 

"Applications  and  Furnishing  of  Information  by  Families 

"(e)(1)  The  Secretary  shall  prescribe  regulations  applicable  to 
families  or  members  thereof  with  respect  to  the  filing  of  applications, 
the  furnishing  of  other  data  and  material,  and  the  reporting  of  events 
and  changes  in  circumstances,  as  may  be  necessary  to  determine  eligi- 
bility for  and  amount  of  family  assistance  benefits. 
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"(2)  In  order  to  encourage  prompt  reporting  of  events  and  changes 
in  circumstances  relevant  to  eligibility  for  or  amount  of  family  as- 
sistance benefits,  and  more  accurate  estimates  of  expected  income  or 
expenses  by  members  of  families  for  purposes  of  such  eligibility  and 
amount  of  benefits,  the  Secretary  may  prescribe  the  cases  in  which 
and  the  extent  to  which — 

"  (A)  failure  to  so  report  or  delay  in  so  reporting,  or 
"(B)  inaccuracy  of  information  which  is  furnished  by  the  mem- 
bers and  on  which  the  estimates  of  income  or  expenses  for  such 
purposes  are  based, 
will  result  in  treatment  as  overpayments  of  all  or  any  portion  of  pay- 
ments of  such  benefits  for  the  period  involved. 

"Furnishing  of  Information  by  Other  Agencies 

"(f)  The  head  of  any  Federal  agency  shall  provide  such  informa- 
tion as  the  Secretary  needs  for  purposes  of  determining  eligibility 
for  or  amount  of  family  assistance  benefits,  or  verifying  other  in- 
formation with  respect  thereto.  The  Secretary  may  from  time  to  time 
pay  to  the  head  of  such  agency,  in  advance  or  by  way  of  reimbursement, 
as  may  be  agreed  upon,  the  cost  of  providing  such  information. 

"registration  and  referral  of  family  members  for  manpower 

SERVICES,  training,  AND  EMPLOYMENT 

"Sec.  447.  (a)  Every  individual  who  is  a  member  of  a  family  wliich 
is  found  to  be  eligible  for  family  assistance  benefits,  other  than  a 
member  to  whom  the  Secretary  finds  clause  (1),  (2),  (3),  (4),  (5),  or 
(6)  of  subsection  (b)  applies,  shall  register  for  manpower  services, 
training,  and  employment  with  the  local  public  employment  office  of 
the  State  as  provided  by  regulations  of  the  Secretary  of  Labor.  If 
and  for  so  long  as  any  such  individual  ig  found  by  the  Secretary  of 
Health,  Education,  and  Welfare  to  have  failed  (after  a  reasonable 
period  of  time),  without  good  cause  as  determined  by  the  Secretary 
of  Labor,  to  so  register,  he  shall  not  be  regarded  as  a  member  of  a 
family  but  his  income  which  would  otherwise  be  counted  under  this 
part  as  income  of  a  family  shall  be  so  counted;  except  that  if  such 
mdividual  is  the  only  member  of  the  family  other  than  a  child,  such 
individual  shall  be  regarded  as  a  member  for  purposes  of  determina- 
tion of  the  family's  eligibility  for  family  assistance  benefits,  but  not 
(except  for  counting  his  income)  for  purposes  of  determination  of 
the  amount  of  such  benefits.  No  part  of  the  family  assistance  benefits 
of  any  such  family  may  be  paid  to  such  individual  during  the  period 
for  which  the  preceding  sentence  is  applicable  to  him;  and  the  Secre- 
tary may,  if  he  deems  it  appropriate,  provide  for  payment  of  such  bene- 
fits during  such  period  to  any  person,  other  than  a  member  of  such 
family,  who  is  interested  in  or  concerned  with  the  welfare  of  the 
family. 

"  (b)  An  individual  shall  not  be  required  to  register  pursuant  to  sub- 
section (a)  if  the  Secretary  determines  that  such  individual  is: 
"  (l)  ill,  incapacitated,  or  of  an  advanced  a^e ; 
"(2)  a  mother  or  other  relative  of  a  child  under  the  age  of  6 
who  is  caring  for  such  child; 
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"(3)  the  mother,  or  other  female  caretaker  of  a  child,  if  the 
father  or  another  adult  male  relative  is  in  the  home  and  not 
excluded  by  clauses  (1),  (2),  (4),  or  (5)  of  this  subsection; 

"(4)  a  child, 

"(5)  one  whose  presence  in  the  home  on  a  substantially^  con- 
tinuous basis  is  required  because  of  the  illness  or  incapacity  of 
another  member  of  the  household ; 

"(6)  working  full  time,  as  determined  in  accordance  with  cri- 
teria prescribed  by  the  Secretary  of  Labor. 
An  individual  who  would,  but  for  the  preceding  sentence,  be  required 
to  register  pursuant  to  part  A,  may,  if  he  wishes,  register  as  provided 
in  such  subsection. 

"(c)  The  Secretary  shall  made  provision  for  the  furnishing  of  child 
care  services  in  such  cases  and  for  so  long  as  he  deems  appropriate  in 
the  case  of  individuals  registered  pursuant  to  subsection  (a)  who 
are,  pursuant  to  such  registration,  participating  in  manpower  services, 
training,  or  employment. 

"  (d)  In  the  case  of  any  member  of  a  family  receiving  family  assist- 
ance benefits  who  is  not  required  to  register  pursuant  to  subsection 
(a)  because  of  such  member's  disability  or  handicap,  the  Secretary 
shall  make  provision  for  referral  of  such  member  to  the  appropriate 
State  agency  administering  or  supervising  the  administration  of  the 
State  plan  for  vocational  rehabilitation  services  approved  under  the 
Vocational  Kehabilitation  Act. 

"dENLVL  or  BENEFITS  IN  CASE  OF  REFUSAL  OF  MANPOWER 
SERVICES,  TRAINING,  OR  EMPLOYMENT 

"Sec.  448.  For  purposes  of  determining  eligibility  for  and  amount  of 
family  assistance  benefits  under  this  part,  an  individual  who  has 
registered  as  required  under  section  447(a)  shall  not  be  regarded  as  a 
member  of  a  family,  but  his  income  which  would  otherwise  be  counted 
as  income  of  the  family  under  this  part  shall  be  so  counted,  if  and 
for  so  long  as  he  has  been  found  by  the  Secretary  of  Labor,  after 
reasonable  notice  and  opportunity  for  hearing,  to  have  refused  without 
good  cause  to  participate  in  suitable  manpower  services,  training,  or 
employment,  or  to  have  refused  without  good  cause  to  accept  suitable 
employment  in  which  he  is  able  to  engage  which  is  offered  through  the 
public  empolyment  offices  of  the  State,  or  is  otherwise  offered  by  an 
employer  if  the  offer  of  such  employer  is  determined  by  the  Secretary 
of  LalDor,  after  notification  by  such  employer  or  otherwise,  to  be  a 
bona  fide  offer  of  employment;  except  that  if  such  individual  is  the 
only  member  of  the  family  other  than  a  child,  such  individual  shall  be 
regarded  as  a  member  of  the  family  for  purposes  of  determination  of 
the  family's  eligibility  for  benefits,  but  not  (except  for  counting  his 
income)  for  the  purposes  of  determination  of  the  amount  of  its  bene- 
fits. No  part  of  the  family  assistance  benefits  of  any  such  family  may 
be  paid  to  such  individual  during  the  period  for  which  the  preceding 
sentence  is  applicable  to  him;  and  the  Secretary  may,  if  he  deems 
it  appropriate,  provide  for  payment  of  such  benefits  during  such  period 
to  any  person,  other  than  a  member  of  such  family,  who  is  interested 
in  or  concerned  with  the  welfare  of  the  family. 
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"transfer  of  fuxds  for  on-the-job  training  programs 

"Sec.  449.  The  Secretary  shall,  pursuant  to  and  to  the  extent  pro- 
vided by  agreement  with  the  Secretary  of  Labor,  pay  to  the  Secretary 
of  Labor  amounts  which  he  estimates  would  be  paid  as  family  assist- 
ance benefits  under  this  part  to  individuals  participating  in  public  or 
private  employer  compensated  on-the-job  training  under  a  program 
of  the  Secretary  of  Labor  if  they  were  not  participating  in  such  train- 
ing. Such  amounts  shall  be  available  to  pay  the  costs  of  such  programs. 

"Part  E — State  Supplementation  or  Family  Assistance  Benefits 

"payments  under  titles  IV,  V,  XVI,  AND  XIX  CONDITIONED  ON 
SUPPLEMENTATION 

"Sec.  451.  In  order  for  a  State  to  be  eligible  for  payments  pursuant 
to  title  V,  XVI,  or  XIX  or,  part  A  or  B  of  this  title,  with  respect  to 
expenditures  for  any  quarter  beginning  on  or  after  the  date  this  part 
becomes  effective  with  respect  to  such  State,  it  must  have  in  effect  an 
agreement  with  the  Secretary  under  which  it  will  make  supplementary 
payments,  as  provided  in  this  part,  to  any  family  other  than  a  family 
in  which  both  parents  of  the  child  or  children  are  present,  neither 
parent  is  incapacitated,  and  the  male  parent  is  not  unemployed. 

"amount  of  supplementary  PAYMENTS 

"Sec.  452.  (a)  Eligibility  for  and  amount  of  supplementary  pay- 
ments under  the  agreement  with  any  State  under  this  part  shall,  subject 
to  the  succeeding  provisions  of  this  section,  be  determined  by  applica- 
tion of  the  provisions  of,  and  rules  and  regulations  under,  section  S.  442 
(a)  (2)  and  (d),  443,  444,  445,  446  (to  the  extent  the  Secretary  deems 
appropriate) ,  447,  and  448,  and  by  application  of  the  standard  for  de- 
termining need  under  the  plan  of  such  State  as  in  effect  for  July  1969 
and  complying  with  the  requirements  for  approval  under  part  A  as 
in  effect  on  such  date  (but  subject  to  such  maximums  and  percentage 
reductions  as  were  imposed  under  such  plan  on  the  amount  of  aid  paid 
and,  then,  with  the  resulting  amount  of  the  supplementary  payment 
to  any  individual  further  reduced  by  the  family  assistance  benefit 
payable  under  part  D  with  respect  to  him) . 

"(b)  In  applying  the  provisions  of  section  443  for  purposes  of 
supplementary  payments  pursuant  to  an  agreement  under  this  part — 
"(1)  in  the  case  of  earned  income  to  which  clause  (4)  of  sub- 
section (a)  of  such  section  443  applies,  the  amount  to  be  disre- 
garded shall  be  $720  per  year  (or  proportionately  smaller  amounts 
for  shorter  periods) ,  plus — 

"(A)  one-third  of  the  portion  of  the  remainder  of  earnings 
which  does  not  exceed  twice  the  amount  of  the  family  assist- 
ance benefits  that  would  be  payable  to  the  family  if  it  had 
no  income  (thereby  resulting  in  reduction  of  the  supplemen- 
tary payment  by  one-sixth  of  that  portion  of  such  remainder 
of  the  earnings),  plus 

"(B)  one-fifth  (or  more  if  the  Secretary  by  regulation  so 
prescribes)  of  the  balance  of  the  earnings  (thereby  resulting 
in  further  reduction  of  the  supplementary  payment  by  four- 
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fifths,  or  proportionately  less  if  the  Secretar^^  has  prescribed 
such  a  regulation,  of  that  balance  of  the  earnings)  ;  and 
"(2)  in  the  case  of  income  to  which  clause  (9)  of  subsection 

(a)  of  such  section  443  applies,  the  amount  to  be  disregarded 

shall  be — 

"  ( A)  one-third  of  such  income  whicli  does  not  exceed  twice  j 
the  amount  of  the  family  assistance  benefits  that  would  be  ' 
payable  to  the  family  if  it  had  no  income  (thereby  resulting  | 
in  reduction  of  the  supplementary  payment  by  one-sixth  of 
that  portion  of  such  income) ,  plus 

"(B)  one-fifth  (or  more  if  the  Secretary  by  regulation  so 
prescribes)  of  the  balance  of  such  income  (thereby  resulting 
in  further  reduction  of  the  supplementary  payment  by  four- 
fifths,  or  proportionately  less  if  the  Secretary  has  prescribed 
such  a  regulation,  of  that  balance  of  the  income) ;  and 
"(3)  the  family  assistance  benefit  of  a  family  payable  under 
part  D  shall  not  be  counted  to  any  extent. 
For  special  provisions  applicable  to  Puerto  Kico,  the  Virgin  Islands, 
and  Guam,  see  section  464. 
"(c)  The  agreement  with  a  State  under  this  part  shall — 

"  ( 1 )  provide  that  it  shall  be  in  effect  in  all  political  subdivisions 
of  the  State ; 

"(2)  provide  for  the  establishment  or  designation  of  a  single 
State  agency  to  carry  out  or  supervise  the  carrying  out  of  the 
agreement  in  the  State ; 

"(3)  provide  for  granting  an  opportunity  for  a  fair  hearing 
before  the  State  agency  carrying  out  the  agreement  to  any  indi- 
vidual whose  claim  for  supplementary  payments  is  denied  or  is  not 
acted  upon  with  reasonable  promptness ; 

"(4)  provide  (A)  such  methods  of  administration  (including 
methods  relating  to  the  establishment  and  maintenance  of  per- 
sonnel standards  on  a  merit  basis,  except  that  the  Secretary  shall 
exercise  no  authority  with  respect  to  the  selection,  tenure  of  office, 
and  compensation  of  any  individual  employed  in  accordance  with 
such  methods)  as  are  found  bv  the  Secretary  to  be  necessarv  for 
the  proper  and  efficient  operation  of  the  agreement  in  the  State, 
and  (B)  for  the  training  and  effective  use  of  paid  subprofessional 
staff,  with  particular  emphasis  on  the  full-time  or  part-time  em- 
ployment of  recipients  of  supplementarv  payments  and  other  per- 
sons of  low  income,  as  community  services  aides,  in  carrying  out 
the  agreement  and  for  the  use  of  nonpaid  or  partiallv  r>aid  volun- 
teers in  a  social  service  volunteer  proig^ram  in  providing  services 
to  applicants  for  and  recipients  of  supplementary  payments  and 
in  assisting  any  advisory  committees  established  by  the  State 
agency ; 

"(5)  provide  that  the  State  agency  carryinsr  out  the  agreement 
will  make  such  reports,  in  such  form  and  containing  such  infor- 
mation, as  the  Secretary  may  from  time  to  time  require,  and 
complv  with  such  provisions  as  the  Secretary  may  from  time  to 
time  find  necessary  to  assure  the  correctness  and  verification  of 
such  reports : 

"(6)  provide  safeguards  which  restrict  the  use  or  disclosure 
of  information  concerning  applicants  for  and  recipients  of  sup- 
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plementary  payments  to  purposes  directly  connected  with  the 
administration  of  this  title ;  and 

"(7)  provide,  that  all  individuals  wishing  to  make  application 
for  supplementary  payments  shall  have  opportunity  to  do  so,  and 
that  supplementary  payments  shall  be  furnished  with  reasonable 
promptness  to  all  eligible  individuals. 

"payjsients  to  states 

"Sec.  453.  (a)  (1)  The  Secretary  shall  pay  to  any  State  which  has 
in  effect  an  aofreement  under  this  part  for  any  fiscal  year  in  ithe  period 
ending  with  the  close  of  the  fifth  full  fiscal  year  for  which  this  part 
is  effective  with  respect  to  such  State  the  excess  of — 

"(A)  (i)  the  total  of  its  payments  for  such  year  pursuant  to  its 
agreement  under  this  part  which  are  required  under  section  452, 
plus  (ii)  the  difference  between  (I)  the  total  of  the  expenditures 
for  such  fiscal  year  under  its  plan  approved  under  title  XVI  as 
aid  to  the  aged,  blind,  and  disabled  which  would  have  been 
included  as  aid  to  the  a^ed,  blind,  or  disabled  under  the  plan 
approved  thereunder  and  in  effect  for  July  1969,  plus  so  much  of 
the  rest  of  such  expenditures  as  are  required  (as  determined  by 
the  Secretary)  by  reason  of  the  amendments  to  such  title  made  by 
the  Family  Assistance  Act  of  1969  and  (II)  the  total  of  the 
amounts  determined  under  section  1604  for  such  State  with  respect 
to  such  expenditures  for  such  year^  over 

''(B)  90  ]>er  centum  of  the  difference  between  (i)  the  total 
of  the  expenditures  which  would  have  been  made  as  aid  or  assist- 
ance (excluding  emergency  assistance  specified  in  section  406 
(e)  (1)  (A),  foster  care  uncler  section  408,  expenditures  for  insti- 
tutional services  in  intermediate  care  facilities  referred  to  in  sec- 
tion 1121,  expenditures  for  repairs  to  homes  referred  to  in  section 
1119,  and  aid  or  assistance  in  the  form  of  medical  care  or  any  other 
type  of  remedial  care)  for  such  year  under  the  plans  of  such  State 
approved  under  titles  I,  IV  (part  A),  X,  XIV,  and  XVI  and  in 
etfect  in  tlie  month  prior  to  the  enactment  of  this  part  if  they  had 
continued  in  effect  during  such  year  and  if  they  had  included  (if 
they  did  not  already  do  so)  payments  to  dependent  children  of 
unemployed  fathers  authorized  by  section  407  (as  in  effect  on 
July  1, 1969),  and  (ii)  the  total  of  the  amounts  which  would  have 
been  determined  under  sections  8,  403,  1003,  1403,  and  1603,  or 
under  section  1118,  of  such  State  with  respect  to  such  expenditures 
for  such  year. 

The  Secretary  may  prescribe  methods  for  determining  the  amounts 
referred  to  in  clause  (B)  on  the  basis  of  estimates  and  trends  in 
expenditures  and  other  experience  of  the  State  for  prior  years. 

"(2)  The  Secretary  shall  also  pay  to  each  such  State  an  amount 
equal  to  50  per  centum  of  its  administrative  costs  found  necessary  by 
the  Secretary  for  carrvnng  out  its  agreement. 

"(b)  Payments  under  subsection  (a)  shall  be  made  at  such  time 
or  times,  in  adA^ance  or  by  way  of  reimbursement,  and  in  such  install- 
ments as  the  Secretary  may  determine ;  and  shall  be  made  on  such  con- 
ditions as  may  be  necessary  to  assure  the  carrv^  ing  out  of  the  purposes  of 
this  title. 
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"(c)  In  the  case  of  any  State  with  respect  to  which  the  amount  de- 
termined under  clause  (A)  of  subsection  (a)  (1)  for  any  year  is  less 
than  50  per  centum  of  the  difference  referred  to  in  clause  (B)  of  such 
subsection  for  such  year,  such  State  shall  pay  to  the  Secretary,  at  such 
time  or  times  and  in  such  installments  as  he  may  prescribe,  the  sum  by 
which  such  amount  determined  under  clause  (A)  of  subsection  (a)  (1) 
is  less  than  such  50  per  centum.  If  such  State  does  not  pay  any  part  of 
such  amount  at  the  time  or  times  prescribed,  the  Secretary  shall  with- 
hold such  part  from  sums  to  which  the  State  is  entitled  under  part  A 
or  B  of  this  title  or  under  title  V,  XVI,  or  XIX ;  but  the  amounts  so 
withheld  shall  be  deemed  to  have  been  paid  to  the  State  under  such 
part  or  title.  The  withholding  of  amounts  pursuant  to  the  preceding- 
sentence  shall  be  effected  at  such  time  or  times  and  in  such  installments 
as  the  Secretary  may  deem  appropriate. 

"failxtre  by  state  to  comply  with  agreement 

"Sec.  454.  If  the  Secretary,  after  reasonable  notice  and  opportunity 
for  hearing  to  a  State  with  which  he  has  an  agreement  under  this  part, 
finds  that  such  State  is  failing  to  comply  therewith,  he  shall  withhold 
all,  or  such  portion  as  he  deems  appropriate,  of  the  payments  to  which 
such  State  is  otherwise  entitled  under  part  A  or  B  of  this  title  or 
under  title  V,  XVI,  or  XIX;  but  the  amounts  so  withheld  shall  be 
deemed  to  have  been  paid  to  the  State  under  such  part  or  title.  Such 
withholding  shall  be  effected  at  such  time  or  times  and  in  such  install- 
ments as  the  Secretary  may  deem  appropriate. 

"Part  F — Admixistratiox 
"agreements  with  states 

"Sec.  461.  (a)  The  Secretary  may  enter  into  an  agreement  Avith  any 
State  under  which  the  Secretary  will  make,  on  behalf  of  the  State, 
the  supplementary  payments  provided  for  pursuant  to  part  E  or  will 
perform  such  other  functions  of  the  State  in  connection  with  such 
payments  as  may  be  agreed  upon.  In  any  such  case,  the  agreement 
shall  also  provide  for  payment  by  the  State  to  the  Secretary  of  an 
amount  equal  to  the  supplementary  payments  the  State  would  other- 
wise make  under  part  E,  less  any  payments  which  would  be  made  to 
the  State  under  section  453  (a) ,  together  with  one-half  of  the  additional 
cost  of  the  Secretary  involved  in  carrying  out  such  agreement,  other 
than  the  cost  of  making  the  payments. 

"  (b)  The  Secretary  may  also  enter  into  an  agreement  with  any  State 
under  which  such  State  will  make,  on  behalf  of  the  Secretary,  the  fam- 
ily assistance  benefit  payments  provided  for  under  part  D  with  respect 
to  all  or  specified  families  in  the  State  who  are  eligible  for  such  benefits 
or  will  perform  such  other  functions  in  connection  with  the  administra- 
tion of  part  D  as  may  be  agreed  upon.  The  cost  of  carrying  out  any 
such  agreement  shall  be  paid  to  the  State  in  advance  or  by  way  of  re- 
imbursement and  in  such  installments  as  may  be  agreed  upon. 

"penalties  for  fraud 

"Sec.  462.  The  provisions  of  section  208,  other  than  paragraph 
(a),  shall  apply  with  respect  to  benefits  under  part  D  and  allowances 
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under  part  C,  of  this  title,  to  the  same  extent  as  they  apply  to  pay- 
ments under  title  II. 

"report,  evaluation,  research  and  demonstrations,  and  training 

AND  technical  ASSISTANCE 

"Sec.  463.  (a)  The  Secretary  shall  make  an  annual  report  to  the 
President  and  the  Congress  on  the  operation  and  administration  of 
parts  D  and  E,  including  an  evaluation  thereof  in  carrying  out  the 
purposes  of  such  parts  and  recommendations  with  respect  thereto. 
The  Secretary  is  authorized  to  conduct  evaluations  directly  or  by 
grants  or  contracts  of  the  programs  authorized  by  such  parts. 

"(b)  The  Secretary  is  authorized  to  conduct,  directly  or  by  grants 
or  contracts,  research  into  or  demonstrations  of  ways  of  better  pro- 
viding financial  assistance  to  needy  persons  or  of  better  carrying  out 
the  purposes  of  part  D,  and  in  so  doing  to  waive  any  requirements 
or  limitations  in  such  part  with  respect  to  eligibility  for  or  amount 
of  family  assistance  benefits  for  such  family,  members  of  families, 
or  groups  thereof  as  he  deems  appropriate. 

"(c)  The  Secretary  is  authorized  to  provide  such  technical  assist- 
ance to  States,  and  to  provide,  directly  or  through  grants  or  con- 
tracts, for  such  training  of  personnel  of  States,  as  he  deems 
appropriate  to  assist  them  in  more  efficiently  and  effectively  carrying 
out  their  agreements  under  this  part  and  part  E. 

"(d)  In  addition  to  funds  otherwise  available  therefor,  such  por- 
tion of  an}^  appropriation  to  carry  out  part  D  or  E  as  the  Secretary 
may  determine,  but  not  in  excess  of  one-half  of  1  per  centum  thereof, 
shall  be  available  to  him  to  carry  out  this  section. 

"special  PROVISIONS  FOR  PLT:RT0  RICO,  THE  VIRGIN  ISLANDS,  AND  GUAM 

"Sec.  464.  (a)  In  applying  the  provisions  of  sections  442  (a)  and 
(b),  443(a)(4),  452(b)(1),  1603  (a)(1)  and  (b)(1),  and  1604  (1) 
and  (2)  with  respect  to  Puerto  Rico,  the  Virgin  Islands,  or  Guam, 
the  amounts  to  be  used  shall  (instead  of  the  $500,  $300,  and  $1,500 
in  such  section  442  (a)  and  (b)  and  section  1603(a)  (1),  the  $720  in 
section  443(a)  (4)  and  section  452(b)  (1),  the  $90  in  section  1603(b) 
(1),  the  $65  in  section  1604(2),  and  the  $50  in  section  1604(1))  bear 
the  same  ratio  to  such  $500,  $300,  $1,500,  $720,  $90,  $65,  and  $50  as 
the  per  capita  incomes  of  Puerto  Rico,  the  Virgin  Islands,  and  Guam, 
respectively,  bear  to  the  per  capita  income  of  that  one  of  the  fifty 
States  which  lias  the  lowest  per  capita  income;  except  that  in  no 
case  may  the  amounts  so  used  exceed  such  $500,  $300,  $1,500,  $720, 
$90,  $65,  and  $50. 

"(b)(1)  The  amounts  to  be  used  under  such  sections  in  Puerto 
Rico,  the  Virgin  Islands,  and  Guam  shall  be  promulgated  by  the 
Secretary  between  July  1  and  September  30  of  each  even-numbered 
year,  on  the  basis  of  the  average  per  capita  income  of  each  State  and 
of  the  United  States  for  the  most  recent  calendar  year  for  which 
satisfactory  data  are  available  from  the  Department  of  Commerce. 
Such  promulgation  shall  be  conclusive  for  fiscal  year  beginning  July 
1  next  succeeding  such  promulgation :  Provided^  That  the  Secretary 
shall  promulgate  such  amounts  as  soon  as  possible  after  the  enactment 
of  this  part,  Avliich  promulgation  shall  be  conclusive  for  six  calendar 
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quarters  in  the  period  beginning  with  the  January  1  following  the 
fiscal  year  in  w^hich  this  part  is  enacted,  and  ending  witli  the  close 
of  the  second  June  30  thereafter. 

"  (2)  The  term  'United  States',  for  purposes  of  paragraph  (1)  only, 
means  the  fifty  States  and  the  District  of  Columbia. 

"  (c)  If  the  amounts  which  would  otherwise  be  promulgated  for  any 
year  for  any  of  the  three  States  referred  to  in  subsection  (a)  would  be 
lower  than  the  amounts  promulgated  for  such  State  for  the  immedi- 
ately preceding  period,  the  amounts  for  such  fiscal  year  shall  be  in- 
creased to  the  extent  of  the  difference;  and  the  amounts  so  increased 
shall  be  the  amounts  promulgated  for  such  year. 

"manpower  services,  training,  employment,  and  child-care 

PROGRAMS 

"Sec.  102.  Part  C  of  title  IV  of  the  Social  Security  Act  (42  U.S.C. 
630,  et  seq.)  is  amended  to  read  as  follows: 

"Part  C — Manpower  Services,  Training,  Employment,  and  T>ay 
Care  Programs  for  Recipients  of  Family  Assistance  or  Supple- 
mentary Benefits 

"purpose 

"Sec.  430.  The  purpose  of  this  part  is  to  authorize  provision,  for  indi- 
viduals who  are  members  of  a  family  receiving  benefits  under  part  D 
or  supplementary  payments  pursuant  to  part  E,  of  manpower  services, 
training,  employment,  and  child  care  and  related  services  necessar}^  to 
train  such  individuals,  prepare  them  for  employment,  and  otherwise 
assist  them  in  securing  and  retaining  regular  employment  and  having 
the  opportunity  for  advancement  in  employment,  to  the  end  that  needy 
families  with  children  will  be  restored  to  self-supporting,  independent, 
and  useful  roles  in  their  communities. 

"operation  of  manpower  services,  training,  and  employment 

programs 

"Sec.  431.  (a)  The  Secretary  of  Labor  (hereinafter  in  this  part 
referred  to  as  the  'Secretary')  shall,  for  each  person  registered  pursu- 
ant to  part  D,  in  accordance  with  priorities  prescribed  by  him,  develop 
or  assure  the  development  of  an  employability  plan  describing  the 
manpower  services,  training,  and  employment  which  the  Secretary 
determines  each  person  needs  in  order  to  enable  him  to  become  self- 
supporting  and  secure  and  retain  employment  and  opportunities  for 
advancement. 

"  (b)  The  Secretary  shall,  in  accordance  with  the  provisions  of  this 
part,  establish  and  assure  the  provision  of  manpower  services,  trauiing, 
and  employment  programs  in  each  State  for  persons  registered  pursu- 
ant to  part  D  or  receiving  supplementary  payments  pursuant  to  part  E. 
The  Secretary  shall,  through  such  programs,  provide  or  assure  the 
provision  of  manpower  services,  training,  and  employment  and  oppor- 
tunities necessary  to  prepare  such  persons  for  and  place  them  in  reg- 
ular employment,  including  such  services  and  opportunities  which  the 
Secretary  is  authorized  to  provide  under  hny  other  Act,  and  including 
counseling,  testing,  institutional  and  on-the-job  training,  work  experi- 
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ence,  up-grading,  program  orientation,  relocation  assistance  (includ- 
ing grants,  loans,  and  the  furnishing  of  such  services  as  will  aid  in 
involuntarily  unemployed  individual  to  relocate  in  an  area  where  he 
may  obtain  suitable  employment) ,  incentives  to  public  or  private  em- 
ployers to  hire  and  train  these  persons  (including  reimbursement  for 
a  limited  period  when  an  employee  may  not  be  fully  productive) , 
special  work  projects,  job  development,  coaching,  job  j)l)acement  and 
follow  up  services  recjuired  to  assist  in  securing  and  retaining  employ- 
ment and  opportunities  for  advancement. 

"allowances  for  indi\^duals  uxdergoing  training 

"Sec.  432.  (a)  (1)  The  Secretary  shall  pay  to  each  individual  who 
is  a  member  of  a  family  and  is  participating  in  manpower  training 
under  this  part  an  incentive  allowance  of  $30  per  month.  If  such  mem- 
bers of  a  family  would  (but  for  the  receipt  of  payments  pursuant  to 
this  title)  be  eligible  in  such  month,  under  any  other  statute  providing 
for  manpower  training,  for  allowances  which  in  total  would  be  in 
excess  of  the  sum  of  the  family  assistance  benefit  and  supplementary 
payments  pursuant  to  part  E  payable  with  respect  to  such  month  to 
the  family,  the  total  of  the  incentive  allowances  per  month  under  this 
section  for  such  members  shall  be  equal  to  such  excess,  or  to  $30  for  each 
such  member,  whichever  is  greater. 

"(2)  The  Secretary  shall,  in  accordance  with  regulations,  also  pay 
to  any  member  of  a  family  participating  in  manpower  training  under 
this  part,  allowances  for  transportation  and  other  costs  to  him  directly 
related  to  his  participation  in  training. 

"(3)  The  Secretary  shall  by  regulation  provide  for  such  smaller 
allowances  under  this  subsection  as  he  deems  appropriate  for  individ- 
uals in  Puerto  Rico,  the  Virgin  Islands,  and  Guam. 

"(b)  Such  allowances  shall  be  in  lieu  of  allowances  provided  for 
participants  in  manpower  training  programs  under  any  other  Act. 

"  (c)  Subsection  (a)  shall  not  apply  to  any  member  of  a  family  who 
is  participating  in  a  program  of  the  Secretary  providing  public  or  pri- 
vate employer  compensated  on-the-job  training. 

"denial  of  allowances  for  refusal  to  undergo  training 

"Sec.  433.  (a)  If  and  for  so  long  as  the  Secretary  determines  that 
an  individual  who  is  a  member  of  a  family  and  has  been  required  to 
register  under  part  D  for  manpower  training  or  employment  has,  with- 
out good  cause,  ceased  to  participate  in  manpower  training  under  this 
part,  no  allowance  under  this  part  shall  be  payable  to  such  individual. 

"(b)  The  Secretar^^  shall  provide  reasonable  notice  and  opportunity 
for  hearing  to  any  individual  with  respect  to  whom  such  a  determina- 
tion has  been  made. 

"  (c)  _  Final  determinations  of  the  Secretary  after  such  hearings  shall 
be  subject  to  judicial  review  as  provided  by  section  205(g)  for  final 
determinations  under  title  II,  and  the  provisions  of  sections  205  (a), 
(d),  (e),  and  (f),  206,  and  207  shall  apply  with  respect  to  this  part 
to  the  same  extent  as  they  apply  to  title  II. 
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"unxizATiois-  or  other  peograms 

"Sec.  434.  In  providing  the  manpower  training  and  employment 
services  and  opportunities  required  by  this  part  the  Secretary,  to  the 
maximum  extent  feasible,  shall  assure  that  such  services  and  oppor- 
tunities are  provided  in  such  manner,  through  such  means,  and  using 
all  authority  available  to  him  under  any  other  Act  (and  subject  to  all 
duties  and  responsibilities  thereunder)  as  will  further  the  establish- 
ment of  an  integrated  and  comprehensive  manpower  training  pro- 
gram involving  all  sectors  of  the  economy  and  all  levels  of  government 
and  as  will  make  maximum  use  of  existing  manpower  and  manpower 
related  programs  and  agencies.  To  such  end  the  Secretary  may  use  the 
funds  appropriated  to  him  under  this  part  to  provide  Ihe  programs 
required  by  this  part  through  such  other  Act,  to  the  same  extent  and 
under  the  same  conditions  as  if  appropriated  under  such  other  Act 
and  in  making:  use  of  the  programs  of  other  Federal,  State,  or  local 
agencies,  public  or  private,  the  Secretary  may  reimburse  such  agencies 
for  ser^-ices  rendered  to  persons  under  this  part  to  the  extent  such 
services  and  opportunities  are  not  otherwise  available  on  a  nonreim- 
bursable basis. 

'•RULES  AXD  REGULATIOXS 

"Sec.  435.  The  Secretary  may  issue  such  rules  and  regulations  as 
he  finds  necessary  to  carry  out  the  purposes  of  this  part :  Provided^ 
That  in  developing  policies  and  programs  for  manpower  services,  train- 
ing, and  employment,  the  Secretary  shall  first  obtain  the  concurrence 
of  the  Secretary  of  Health,  Education,  and  Welfare  with  regard  to 
such  policies  and  programs  which  are  under  the  usual  and  traditional 
authority  of  the  Secretary  of  Health,  Education,  and  'Welfare  (includ- 
ing basic  education,  institutional  training,  health,  child  care  and  other 
supportive  services,  new  careers  and  job  restructuring  in  the  health, 
education,  and  welfare  professions,  and  work-study  programs),  and 
shall  consult  with  the  Secretary  of  Health,  Education,  and  Welfare 
with  regard  to  all  such  other  policies  and  programs. 

"appkopriatioxs 

"Sec.  436.  There  is  authorized  to  be  appropriated  to  the  Secretary  for 
each  fiscal  year  a  sum  sufficient  for  carrying  out  the  purposes  of  this 
part  (other  than  section  437),  including  payment  of  not  to  exceed 
(except  in  such  cases  as  the  Secretary  may  determine)  90  per  centum 
of  the  cost  of  manpower  services,  training,  and  employment  and  oppor- 
tunities provided  for  individuals  registered  pursuant  to  section  447. 
The  Secretary  of  Labor  shall  establish  criteria  to  achieve  an  equitable 
apportionment  amons:  the  States  of  Federal  expenditures  for  carrying 
out  the  programs  authorized  by  section  431.  In  developing  these  criteria 
the  Secretary  shall  consider  the  number  of  registrations  under  section 
447  and  other  relevant  factors. 

"child  care  AXD  SUrPORTIVE  SERVICES 

"Sec.  437.  (a)  There  are  authorized  to  be  appropriated  for  each  fiscal 
year  such  sums  as  may  be  necessary  to  enable  the  Secretary  of  Health, 
Education,  and  Welfare  to  make  grants  to  any  public  or  nonprofit 
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private  agency  or  organization,  and  contracts  with  any  public  or 
private  agency  or  organization,  for  not  to  exceed  (except  in  such  cases 
as  the  Secretary  of  Heahh,  Education,  and  Welfare  may  determine)  90 
per  centum  of  the  cost  of  projects  for  the  provision  of  child  care  and 
related  services,  including  necessary  alteration,  remodeling,  and  reno- 
vation of  facilities,  which  may  be  necessary  or  appropriate  in  order 
to  better  enable  an  individual  who  has  been  registered  pursuant  to  part 
D  or  is  receiving  supplementary  payments  pursuant  to  part  E  to  under- 
take or  continue  manpower  training  or  employment  under  this  part  or 
to  enable  a  member  of  a  family,  which  is  or  has  been  (within  such 
period  of  time  as  the  Secretary  may  prescribe)  eligible  for  benefits 
under  such  part  D  or  payments  pursuant  to  such  part  E,  to  under- 
take or  continue  manpower  training  or  employment  under  this  part ; 
or,  with  respect  to  the  period  prior  to  the  date  when  part  D  becomes 
effective  for  a  State,  to  better  enable  an  individual  receiving  aid  to 
families  with  dependent  children,  or  whose  needs  are  taken  into  account 
in  determining  the  need  of  any  one  claiming  or  receiving  such  aid, 
to  participate  in  manpower  training  or  employment. 

"(b)  Such  sums  shall  also  be  available  to  enable  the  Secretary  of 
Health,  Education,  and  Welfare  to  make  grants  to  any  public  or  non- 
profit private  agency  or  organization,  and  contracts  with  any  public 
or  private  agency  or  organization  for  evaluation,  training  of  personnel, 
technical  assistance  or  research  or  demonstration  projects  to  deteiTnine 
more  effective  methods  of  providing  any  such  care  and  other  services. 

"(c)  To  the  extent  permitted  by  the  Secretary  of  Health,  Education, 
and  Welfare,  the  non-Federal  share  of  the  cost  of  any  such  project  may 
be  provided  in  the  form  of  services  or  facilities. 

"(d)  The  Secretary  of  Health,  Education,  and  Welfare  may  provide, 
in  any  case  in  which  a  family  is  able  to  pay  for  part  or  all  of  the  cost 
of  day  care  or  other  services  provided  under  a  project  assisted  imder 
this  section,  for  payment  by  the  family  of  such  fees  for  the  care  or 
services  as  may  be  reasonable  in  the  light  of  such  ability. 


"Sec.  438.  (a)  For  the  purpose  of  affording  adequate  notice  of  fund- 
ing available  under  this  part,  appropriations  for  grants,  contracts,  or 
other  payments  with  respect  to  individuals  registered  pursuant  to 
section  447  are  authorized  to  be  included  in  the  appropriation  Act 
for  the  fiscal  year  preceding  the  fiscal  year  for  which  they  are  available 
for  obligation. 

"  (b)  In  order  to  effect  a  transition  to  the  advance  funding  method 
of  timing  appropriation  action,  the  amendment  made  by  subsection 
(a)  shall  apply  notwithstanding  that  its  initial  application  will  result 
in  enactment  in  the  same  year  (whether  in  the  same  appropriation 
Act  or  otherwise)  of  two  separate  appropriations,  one  for  the  then 
current  fiscal  year  and  one  for  the  succeeding  fiscal  year. 

"evaluation  and  research;  report  to  congress 

"Sec.  439.  (a)  The  Secretary  shall  (jointly  with  the  Secretary  of 
Health,  Education,  and  Welfare)  provide  for  the  continuing  evalua- 
tion of  the  manpower  training  and  employment  programs  provided 
under  this  part,  mcluding  their  effectiveness  in  achieving  stated  goals 
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and  their  impact  on  other  related  programs.  The  Secretary  may  con- 
duct research  regarding,  and  demonstrations  of,  ways  to  improve  the 
effectiveness  of  the  manpower  training  and  employment  programs  so 
provided  and  may  also  conduct  demonstrations  of  improved  training 
techniques  for  upgrading  the  skills  of  the  working  poor.  The  Sec- 
retary may,  for  these  purposes,  contract  for  independent  evaluations 
of  and  research  regarding  such  programs  or  individual  projects  under 
such  programs,  and  establish  a  data  collection,  processing,  and  re- 
trieval system. 

"(b)  The  Secretary  shall  report  to  the  Congress  on  or  before  the 
end  of  each  fiscal  year  (with  the  first  such  report  being  made  on  or 
before  the  July  1  following  the  first  full  year  after  the  date  on  which 
part  D  becomes  effective  with  respect  to  any  States)  on  the  manpower 
training  and  employment  programs  provided  under  this  part=" 

ELIMINATION  OF  PRESENT  PROVISIONS  ON  CASH  ASSISTANCE  FOR  FAMILIES 
WITH  DEPENDENT  CHILDREN 

Sec.  103.  (a)  Section  401  of  the  Social  Security  Act  (42  U.S.C.  601) 
is  amended  by  striking  out  "financial  assistance  and"  in  the  first 
sentence. 

(b)  Section  402(a)  of  such  Act  (42  U.S.C.  602)  is  amended  by— 

(1)  striking  out  "aid  and"  in  so  much  thereof  as  precedes 
clause  (1) ; 

(2)  inserting,  at  the  beginning  of  clause  (1),  "except  to  the 
extent  permitted  by  the  Secretary," ; 

(3)  striking  out  clause  (4)  ; 

(4)  in  clause  (5)  (B),  striking  out  "recipients  and  other  per- 
sons" and  inserting  in  lieu  thereof  "persons"  and  striking  out 
"providing  services  to  applicants  and  recipients"  and  inserting  in 
lieu  thereof  "providing  services  under  the  plan"  5 

(5)  striking  out  clauses  (7)  and  (8)  ; 

(6)  in  clause  (9),  striking  out  "aid  to  families  with  dependent 
-children"  and  inserting  in  lieu  thereof  "the  plan" ; 

(7)  striking  out  clauses  (10),  (11),  and  (12) ; 

(8)  in  clause  (14),  striking  out  "for  each  child  and  relative 
^ho  receives  aid  to  families  with  dependent  children,  and  each 
appropriate  individual  (living  in  the  same  home  as  a  relative  and 
child  receiving  such  aid  whose  needs  are  taken  into  account  in 
making  the  determination  under  clause  (7))"  and  inserting  in 
lieu  thereof  "for  each  member  of  a  family  receiving  assistance  to 
needy  families  with  children,  each  appropriate  individual  (living 
in  the  same  home  as  such  family)  whose  needs  would  be  taken 
into  account  in  determining  the  need  of  any  such  member  under 
the  State  plan  (approved  under  this  part)  as  in  effect  prior  to 
the  enactment  of  part  D,  and  each  individual  who  would  have 
been  eligible  to  receive  aid  to  families  with  dependent  children 
under  such  plan"  and  striking  out  "such  child,  relative,  and  in- 
dividual" and  inserting  in  lieu  thereof  "such  member  or  in- 
dividual" ; 

(9)  striking  out  clause  (15)  and  inserting  in  lieu  thereof: 
"(15)  (A)  provide  for  the  development  of  a  program,  for  appropriate 
members  of  such  families  and  such  other  individuals,  for  preventing 
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or  reducing  the  incidence  of  births  out  of  ^vedlock  and  otherwise 
strengthening  family  life,  and  for  implementing  such  program  by  as- 
suring that  in  all  appropriate  cases  family  planning  services  are  of- 
fered to  them,  but  acceptance  of  family  planning  services  provided 
under  the  plan  shall  be  voluntary  on  the  part  of  such  members  and 
individuals  and  shall  not  be  a  prerequisite  to  eligibility  for  or  the  re- 
ceipt of  any  other  service  under  the  plan;  and  (B)  to  the  extent 
that  services  provided  under  this  clause  or  clause  (14)  are  furnished 
by  the  staif  of  the  State  agency  or  the  local  agency  administering  the 
State  plan  in  each  of  the  political  subdivisions  bf  the  State,  for  the 
establishment  of  a  single  organizational  unit  in  such  State  or  local 
agency,  as  the  case  may  be,  responsible  for  the  furnishing  of  such 
services;" 

(10)  striking  out  ''aid"'  in  clause  (16)  and  "aid  to  families  with 
dependent  children"  in  clause  (17)  (A)  (i)  and  inserting  in  lieu 
thereof  "assistance  to  needy  families  with  children"  and  striking 
out  "aid"  in  clause  (l7)(A)(ii)  and  inserting  in  lieu  thereof 
''assistance" ; 

(11)  striking  out  clause  ( 19)  ; 

(12)  striking  out  "aid  to  families  with  dependent  children 
in  the  form  of  foster  care"  in  clause  (20)  and  inserting  in  lieu 
thereof  "payments  for  foster  care";  striking  out  "dependent 
child  or  children  with  respect  to  whom  aid  is  being  provided 
under  the  State  plan"  in  clause  (21)  (A)  and  inserting  in  lieu 
thereof  "child  or  children  with  respect  to  whom  assistance  to 
needy  families  with  children  or  foster  care  is  being  provided"; 

(13)  striking  out  "aid  is  being  provided  under  the  plan  of  such 
other  State"  in  clause  (A)  and  clause  (B)  of  clause  (22)  and  in- 
serting in  lieu  thereof  "assistance  to  needy  families  with  children 
or  foster  care  payments  are  being  provided  in  such  other  State" ; 

(14)  striking  out  clause  (23)  and  striking  out  ";  and"  at  the 
end  of  clause  (22)  and  inserting  in  lieu  thereof  a  period. 

(c)  Section  402(b)  of  such  Act  is  amended  to  read  as  follows : 

"(b)  The  Secretary  shall  approve  any  plan  which  fulfills  the 
conditions  specified  in  subsection  (a) ,  except  that  he  shall  not  approve 
any  plan  which  imposes,  as  a  condition  of  eligibility  for  services 
under  it,  a  residence  requirement  which  denies  services  or  foster  care 
payments  with  respect  to  any  individual  residing  in  the  State. 

(d)  Such  section  402  is  further  amended  by  striking  out  subsection 
(c)  thereof. 

(e)  Subsection  (a)  of  section  403  of  such  Act  (42  U.S.C.  603)  is 
amended  by — 

(1)  striking  out  "aid  and  services"  and  inserting  in  lieu  there- 
of "services"  in  so  much  thereof  as  precedes  paragraph  (1)  ; 

(2)  amending  paragraph  (1)  to  read: 

"(1)  an  amount  equal  to  the  sum  of  the  following  proportions 
of  the  total  amounts  expended  during  such  quarter  as  payments 
for  foster  care  in  accordance  with  section  408 — 

"(A)  five-sixths  of  such  expenditures,  not  counting  so 
much  of  any  expenditures  as  exceeds  the  product  of  $18  multi- 
plied by  the  number  of  children  receiving  such  foster  care 
in  such  month ;  plus 

"(B)  the  Federal  percentage  of  the  amount  by  which  such 
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expenditures  exceeds  the  maximum  which  may  be  counted 
under  subparagraph  (A),  not  counting  so  much  of  any  ex- 
penditures with  respect  to  such  month  as  exceeds  the  product 
of  $100  multiplied  by  the  number  of  children  receiving  such 
foster  care  for  such  month." 

(3)  striking  out  paragraph  (2)  ; 

(4)  in  paragraph  (3) ,  striking  out  "in  the  case  of  any  State," 
in  so  much  thereof  as  precedes  subparagraph  ( A) ,  striking  out  in 
clause  (i)  of  such  subparagraph  "or  relative  who  is  receiving  aid 
under  the  plan,  or  to  any  other  individual  (living  in  the  same 
home  as  such  relative  and  child)  whose  needs  are  taken  into 
account  in  making  the  determination  under  clause  (7)  of  such 
section"  and  inserting  in  lieu  thereof  "receiving  foster  care  or 
any  member  of  a  family  receiving  assistance  to  needy  families 
with  children  or  to  any  other  individual  (living  in  the  same  home 
as  such  family)  whose  needs  would  be  taken  into  account  in  de- 
termining the  need  of  any  such  member  under  the  State  plar 
approved  under  this  part  as  in  effect  prior  to  the  enactment  of 
part  D,  striking  out  m  clause  (ii)  of  such  subparagraph  "child 
or  relative  who  is  applying  for  aid  to  families  with  dependent 
children  or"  and  inserting  in  lieu  thereof  "member  of  a  family" 
and  striking  out  in  such  clause  (ii)  "likely  to  become  an  applicant 
for  or  recipient  of  such  aid"  and  inserting  in  lieu  thereof  "likely 
to  become  eligible  to  receive  such  assistance" ; 

(5)  striking  out  the  sentences  of  such  subsection  (a)  which 
follow  paragraph  (5)  ; 

(f)  Subsection  (b)  of  such  section  403  is  amended  by  striking  out 
"records  showing  the  number  of  dependent  children  in  the  State  and 
(C)"  in  paragraph  (1)  thereof  and  by  striking  out,  in  paragraph  (2) 
thereof,  "(A)"  and  everything  beginning  with  ",  and  (B)"  and  all 
that  follows  down  to  but  not  including  the  period. 

(g)  Section  404  of  such  Act  (42  U.S.C.  604)  is  amended  by  striking 
out  "(a)  In  the  case  of  any  State  plan  for  aid  and  services"  and 
inserting  in  lieu  thereof  "In  the  case  of  any  State  plan  for  services*' 
and  by  striking  out  subsection  (b)  thereof. 

(h)  Section405of  such  Act  (42  U.S.C.  605)  is  repealed. 

(i)  Section406of  such  Act  (42  U.S.C.  606)  is  amended  by— 

(1)  striking  out  subsections  (a)  and  (b)  and  inserting  in  lieu 
thereof : 

"(a)  The  term  'child'  means  a  child  as  defined  in  section  445(b). 

"(b)  The  term  'needy  families  with  children'  means  families  who 
are  receiving  family  assistance  benefits  under  part  D  and  who  ( 1 )  are 
receiving  supplementary  payments  under  part  E,  or  (2)  would  be 
eligible  to  receive  aid  to  families  with  dependent  children,  under  a 
State  plan  (approved  under  this  part)  as  in  effect  prior  to  the 
enactment  of  part  D,  if  the  State  plan  had  continued  in  effect  and  if 
it  included  assistance  to  dependent  children  of  unemployed  fathers 
pursuant  to  section  407  as  it  was  in  effect  prior  to  such  enactment; 
and  'assistance  to  needy  families  with  children'  means  family  assist- 
ance benefits  under  such  part  D,  paid  to  such  families." 

(2)  striking  out  subsection  (c)  ; 

(3)  in  subsection  (e)  (1),  striking  out  "living  with  any  of  the 
relatives  specified  in  subsection  (a)  (1)  in  a  place  of  residence 
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maintained  by  one  or  more  of  such  relatives  as  his  or  their  OAvn 
home"  and  inserting  in  lieu  thereof  "a  member  of  a  family  (as 
defined  in  section  445(a))  "  and  striking  out  "because  such  child 
or  relative  refused"  and  inserting  in  lieu  thereof  "because  such 
child  or  another  member  of  such  f  amily  refused." 

( j )  Section  407  of  such  Act  (42  U.S.C.  607)  is  repealed. 

(k)  Section  408  of  such  Act  (42  U.S.C.  608)  is  amended  by— 

(1)  amending  so  much  (including  the  heading)  thereof  as 
preceeds  subparagraph  (1)  of  paragraph  (b)  to  read  as  follows: 

"foster  care 
"Sec.  408.  For  purposes  of  this  part — 

"(a)  Foster  care  shall  include  only  such  care  which  is  provided 
in  behalf  of  a  child  (1)  who  would,  except  for  his  removal  from  the 
home  of  a  family  as  a  result  of  a  judicial  determination  to  the  effect 
that  continuation  therein  would  be  contrary  to  his  welfare,  be  a  mem- 
ber of  such  family  receiving  assistance  to  needy  families  with  chil- 
dren, (2)  whose  placement  and  care  are  the  responsibility  of  (A) 
the  State  or  local  agency  administering  the  State  plan  approved  under 
section  402,  or  (B)  any  other  public  agency  with  whom  the  State 
agency  administering  or  supervising  the  administration  of  such  State 
plan  has  made  an  agreement  which  is  still  in  effect  and  which  includes 
provision  for  assuring  development  of  a  plan,  satisfactory  to  such 
State  agency,  for  such  child  as  provided  in  paragraph  (f)  (1)  and 
such  other  provisions  as  may  be  necessary  to  assure  accomplishment 
of  the  objectives  of  the  State  plan  approved  under  section  402,  (3) 
Avho  has  been  placed  in  a  foster  family  home  or  child-care  institution 
as  a  result  of  such  determination,  and  (4)  who  (A)  received  assistance 
to  needy  families  with  children  in  or  for  the  month  in  which  court 
proceedings  leading  to  such  determination  were  initiated,  or  (B) 
would  have  received  such  assistance  to  needy  families  with  children 
in  or  for  such  month  if  application  had  been  made  therefore,  or  (C) 
in  the  case  of  a  child  who  had  been  a  member  of  a  family  (as  defined 
in  section  445(a) )  within  6  months  prior  to  the  month  in  which  such 
proceedings  were  initiated,  would  have  received  such  assistance  in 
or  for  such  month  if  in  such  month  he  had  been  a  member  of  (and 
removed  from  the  home  of)  such  a  family  and  application  had  been 
made  therefor; 

"(b)  but  only  if  such  care  is  provided — " ; 

(2)  in  paragraph  (b)  (2),  striking  out  "  'aid  to  families  with 
dependent  children'  "  and  inserting  m  lieu  thereof  "foster  care" 
and  striking  out  "such  foster  care"  and  inserting  in  lieu  thereof 
"foster  care" ; 

(3)  striking  out  subsection  (c)  ; 

(4)  striking  out  "aid"  and  inserting  in  lieu  thereof  "services" 
in  subsection  (e)  ; 

(5)  in  subsection  (f )  (1) ,  striking  out  "relative  specified  in  sec- 
tion 406(a)"  and  inserting  in  lieu  thereof  "family  (as  defined  in 
section  445(a)  )"  j 

(6)  in  subsection  (f)  (2),  striking  out  "522"  and  inserting  in 
lieu  thereof  "422"  and  striking  out  "part  3  of  title  V"  and  insert- 
ing in  lieu  thereof  "part  B  of  this  title". 

35-220 — 69  6 
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CHANGE  IN  HEADING 

Sec.  104. (a)  The  heading  of  title  IV  of  the  Social  Security  Act  (42 
U.S.C.  601,  et  seq.)  is  amended  to  read  as  follows : 

"TITLE  IV— FAMILY  ASSISTANCE  BENEFITS,  STATE 
SUPPLEMENTAL  PAYMENTS,  WORK  INCENTIVE  PRO- 
GRAMS, AND  GRANTS  TO  STATES  FOR  FAMILY  AND 
CHILD  WELFARE  SERVICES" 

(b)  The  heading  of  part  A  of  such  title  IV  is  amended  to  read  as 
follows : 

''Part  A — Services  to  Needy  Families  With  Children" 

TITLE  II— AID  TO  THE  AGED,  BLIND,  AND  DISABLED 

grants  to  states  for  aid  to  the  aged,  blind,  and  disabled 

Sec.  201.  Title  XVI  of  the  Social  Security  Act  (42  U.S.C.  1381  et 
seq.)  is  amended  to  read  as  follows : 

"TITLE  XVI— GRANTS  TO  STATES  FOR  AID  TO  THE 
AGED,  BLIND,  AND  DISABLED 

"appropriations 

"Sec.  1601.  For  the  purpose  of  enabling  each  State  to  furnish  fi- 
nancial assistance  to  needy  individuals  who  are  65  years  of  age  or 
over,  blind,  or  disabled  and  for  the  purpose  of  encouraging  each  State 
to  furnish  rehabilitation  and  other  services  to  help  such  individuals 
attain  or  retain  capability  for  self-support  or  self -care,  there  are  au- 
thorized to  be  appropriated  for  each  fiscal  year  sums  sufficient  to 
carry  out  these  purposes.  The  sums  made  available  under  this  section 
shall  be  used  for  making  payments  to  States  having  State  plans  ap- 
proved under  section  1602. 

"state  plans  for  financial  assistance  and  services  to  the  aged, 

blind,  and  disabled 

"Sec.  1602.  (a)  A  State  plan  for  aid  to  the  aged,  blind,  and  disabled 
must — 

"(1)  provide  for  the  establishment  or  designation  of  a  single 
State  agency  to  administer  or  supervise  the  administration  of  the 
State  plan ; 

"(2)  provide  such  methods  of  administration  as  are  found  by 
the  Secretary  to  be  necessary,  for  the  proper  and  efficient  opera- 
tion of  the  plan,  including  methods  relating  to  the  establishment 
and  maintenance  of  personnel  standards  on  a  merit  basis  (but  the 
Secretary  shall  exercise  no  authority  with  respect  to  the  selec- 
tion, tenure  of  office,  and  compensation  of  individuals  employed 
in  accordance  with  such  methods) ; 

"(3)  provide  for  the  training  and  effective  use  of  social  serv- 
ice personnel  in  the  administration  of  the  plan,  for  the  furnishing 
of  technical  assistance  to  units  of  State  government  and  of  po- 
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litical  subdivisions  which  are  furnishing  financial  assistance  or 
services  to  the  aged,  blind,  and  disabled,  and  for  the  development 
through  research  or  demonstration  projects  of  new  or  improved 
methods  of  furnishing  assistance  or  services  to  the  aged,  blind, 
and  disabled; 

"(4)  provide  for  the  training  and  effective  use  of  paid  sub- 
professional  staff  (with  particular  emphasis  on  the  full-time  or 
part-time  employment  of  recipients  and  other  persons  of  low- 
income  as  community  service  aides)  in  the  administration  of  the 
plan  and  for  the  use  of  nonpaid  or  partially  paid  volunteers 
in  a  social  service  volunteer  program  in  providing  services  to 
applicants  and  recipients  and  in  assisting  any  advisory  commit- 
tees established  by  the  State  agency ; 

"(5)  provide  that  all  individuals  wishing  to  make  application 
for  aid  under  the  plan  shall  have  opportunity  to  do  so  and  that 
such  aid  shall  be  furnished  with  reasonable  promptness  with  re- 
spect to  all  eligible  individuals ; 

"(6)  provide  for  the  use  of  a  simplified  statement,  conforming 
to  standards  prescribed  b;^  the  Secretary,  to  establish  eligibility, 
and  for  adequate  and  effective  methods  of  verification  of  eligibility 
of  applicants  and  recipients  through  the  use,  in  accordance  with 
regulations  prescribed  by  the  Secretary,  of  sampling  and  other 
scientific  techniques ; 

"  (7)  provide  that,  except  to  the  extent  permitted  by  the  Secre- 
tary with  respect  to  services,  the  State  plan  shall  be  in  effect  in 
all  political  subdivisions  of  the  State,  and,  if  administered  by 
them,  be  mandatory  upon  them ; 

"  ( 8 )  provide  for  financial  participation  by  the  State  ; 

"(9)  provide  that,  in  determining  whether  an  individual  is 
blind,  there  shall  be  an  examination  by  a  physician  skilled  in  the 
diseases  of  the  eye  or  by  an  optometrist,  whichever  the  individual 
may  select ; 

"(10)  provide  for  granting  an  opportunity  for  a  fair  hearing 
before  the  State  agency  to  any  individual  whose  claim  for  aid 
under  the  plan  is  denied  or  is  not  acted  upon  with  reasonable 
promptness ; 

"(11)  provide  for  periodic  evaluation  of  the  operations  of  the 
State  plan,  not  less  often  than  annually,  in  accordance  with  stand- 
ards prescribed  by  the  Secretary,  and  the  furnishing  of  annual  re- 
ports of  such  evaluations  to  the  Secretary  together  with  any  neces- 
sary modifications  of  the  State  plan  resulting  from  such  evalua- 
tions ; 

"(12)  provide  that  the  State  agency  will  make  such  reports, 
in  such  form  and  containing  such  information,  as  the  Secretary 
may  from  time  to  time  require,  and  comply  with  such  provisions 
as  the  Secretary  may  from  time  to  time  find  necessary  to  assure 
the  correctness  and  verification  of  such  reports ; 

"(13)  provide  safeguards  which  restrict  the  use  of  disclosure 
of  information  concerning  applicants  and  recipients  to  purposes 
directly  connected  with  the  administration  of  the  plan  (consistent 
with  section  618  of  the  Eevenue  Act  of  1951 ) ; 

"(14)  provide,  if  the  plan  includes  aid  to  or  on  behalf  of 
individuals  in  private  or  public  institutions,  for  the  establish- 
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ment  or  designation  of  a  State  authority  or  authorities  which 
shall  be  responsible  for  establishing  and  maintaining  standards 
for  such  institutions ; 

"(15)  provide  a  description  of  the  services  which  the  State 
makes  available  to  applicants  for  or  recipients  of  aid  under  the 
plan  to  help  them  attain  self-support  or  self-care,  including  a 
description  of  the  steps  taken  to  assure,  in  the  provision  of  such 
services,  maximum  utilization  of  all  available  services  that  are 
similar  or  related ; 

"(16)  provide  for  periodic  evaluation  of  the  operation  of  the 
plan  by  persons  interested  in  or  expert  in  matters  related  to  as- 
sistance and  services  to  the  aged,  blind,  and  disabled,  including 
persons  who  are  recipients  of  aid  to  the  aged,  blind,  and  disabled ; 
and 

"(17)  assure  that,  in  administering  the  State  plan  and  provid- 
ing services  thereunder,  the  State  will  observe  priorities  estab- 
lished by  the  Secretary  and  comply  with  such  performance  stand- 
ards as  the  Secretary  may,  from  time  to  time,  establish. 
Notwithstanding  paragraph  ( 1) ,  if  on  January  1, 1962,  and  on  the  date 
on  which  a  State  submits  (or  submitted)  its  plan  for  approval  under 
this  title,  the  State  agency  which  administered  or  supervised  the  ad- 
ministration of  the  plan  of  such  State  approval  under  title  X  was 
different  from  the  State  agency  which  administered  or  supervised  the 
administration  of  the  plan  of  such  State  approved  under  title  I  and 
the  State  agency  which  administered  or  supervised  the  administration 
of  the  plan  of  such  State  approved  under  title  XIV,  then  the  State 
agency  which  administered  or  supervised  the  administration  of  such 
plan  approved  under  title  X  may  be  designated  to  administer  or  super- 
vise the  administration  of  the  portion  of  the  State  plan  for  aid  to  the 
aged,  blind,  and  disabled  which  relates  to  blind  individuals  and  a  sepa- 
rate State  agency  may  be  established  or  designated  to  administer  or 
supervise  the  administration  of  the  rest  of  such  plan ;  and  in  such  case 
the  part  of  the  plan  which  each  such  agency  administers,  or  the  ad- 
ministration of  which  each  such  agency  supervises,  shall  be  regarded 
as  a  separate  plan  for  purposes  of  this  title. 

"  (b)  The  Secretary  shall  approve  any  plan  which  fulfills  the  con- 
ditions specified  in  subsection  (a)  and  in  section  1603,  except  that  he 
shall  not  approve  any  plan  which  imposes,  as  a  condition  of  eligibility 
for  aid  under  the  plan — 

"(1)  an  age  requirement  of  more  than  sixty-five  years; 

"(2)  any  residency  requirement  which  excludes  any  individual 
who  resides  in  the  State; 

"  (3)  any  citizen  requirement  which  excludes  any  citizen  of  the 
United  States; 

"  (4)  any  disability  or  age  requirement  which  excludes  any 
persons  under  a  severe  disability,  as  determined  in  accordance 
with  criteria  prescribed  by  the  Secretary,  who  are  eighteen  years 
of  age  or  older;  or 

"(5)  any  blindness  or  age  requirement  which  excludes  any 
persons  who  are  blind  as  determined  in  accordance  with  criteria 
prescribed  by  the  Secretary. 

In  the  case  of  any  State  to  which  the  provisions  of  section  344  of  the 
Social  Security  Act  Amendments  of  1950  were  applicable  on  Janu- 
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ary  1,  1962,  and  to  which  the  sentence  of  section  1002(b)  following 
paragraph  (2)  thereof  is  applicable  on  the  date  on  which  its  State 
I>lan  was  or  is  submitted  for  approval  under  this  title,  the  Secretary 
shall  approve  the  plan  of  such  State  for  aid  to  the  aged,  blind,  and 
disabled  for  purposes  of  this  title,  even  though  it  does  not  meet  the 
requirements  of  section  1603(a)  if  it  meets  all  other  requirements  of 
this  title  for  an  approved  plan  for  aid  to  the  aged,  blind,  and  dis- 
abled ;  but  payments  to  the  State  under  this  title  shall  be  made,  in  the 
case  of  any  such  plan,  only  with  respect  to  expenditures  thereunder 
which  would  be  included  as  expenditures  for  the  purposes  of  this 
title  under  a  plan  approved  under  this  section  without  regard  to  the 
provisions  of  this  sentence. 

"determination  of  need 

"Sec.  1603.  (a)  A  State  plan  must  })rovide  that,  in  determining 
the  need  for  aid  under  the  plan,  the  State  agency  shall  take  into  con- 
sideration any  other  income  or  resources  of  the  individual  claiming 
such  aid  as  well  as  any  expenses  reasonably  attributable  to  the  earn- 
ing of  any  such  income;  except  that,  in  making  such  determination 
with  respect  to  any  individual — 

"(1)  the  State  agency  shall  not  consider  as  resources  (A)  the 
home,  household  goods,  and  personal  effects  of  the  individual, 
(B)  other  personal  or  real  property,  the  total  value  of  which  does 
not  exceed  $1,500,  or  (C)  other  property  which  as  determined  in 
accordance  with  and  subject  to  limitations  in  regulations  of  the 
Secretary,  is  so  essential  to  the  family's  means  of  self-support  as 
to  warrant  its  exclusion,  but  shall  apply  the  provisions  of  section 
442  (e)  and  regulations  thereunder ; 

"(2)  the  State  agency  shall  not  consider  the  financial  respon- 
sibility of  any  individual  for  any  applicant  or  recipient  unless  the 
applicant  or  recipient  is  the  individual's  spouse,  or  the  individual's 
child  who  is  under  the  age  of  21  or  is  blind  or  severely  disabled ; 

"(3)  if  such  individual  is  blind,  the  State  agency  (A)  shall 
disregard  the  first  $85  per  month  of  earned  income  plus  one-half 
of  earned  income  in  excess  of  $85  per  month,  and  (B)  shall,  for  a 
period  not  in  excess  of  twelve  months,  and  may,  for  a  period  not 
in  excess  of  thirty-six  months,  disregard  such  additional  amounts 
of  other  income  and  resources,  in  the  case  of  any  such  individual 
who  has  a  plan  for  achieving  self-support  approved  by  the  State 
agency,  as  may  be  necessary  for  the  ful  fillment  of  such  plan ; 

"(4)  if  the  individual  is  not  blind  but  is  severely  disabled,  the 
State  agency  may  disregard  (A)  not  more  than  the  first  $20  of 
the  first  $80  per  month  of  earned  income  plus  one-half  of  the 
remainder  thereof  and  (B)  such  additional  amounts  of  other 
income  and  resources,  for  a  period  not  in  excess  of  thirty-six 
months,  in  the  case  of  any  such  individual  who  has  a  plan  for 
achieving  self-support  approved  by  the  State  agency,  as  may  be 
necessary  for  the  fulfillment  of  the  plan,  but  only  with  respect 
to  the  part  or  parts  of  such  period  during  substantially  all  of 
which  he  is  undergoing  vocational  rehabilitation  : 

"(5)  if  such  individual  has  attained  age  65  and  is  neither  blind 
nor  severely  disabled,  the  State  agency  may  disregard  not  more 
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than  t]ie  first  820  of  the  first  $S0  per  month  of  earned  income  plus 
one-half  of  the  remahider  thereof, 
"lb)  A  State  plan  rnnst  also  provide  that — 

( 1 )  each  eligible  individual,  other  than  one  who  is  a  patient 
in  a  medical  insriturion  or  is  receiving  institutional  services  in  an 
intermediate  care  facility  to  wiiich  section  1121  applies,  shall 
receive  financial  assistance  in  such  amoimt  as.  when  added  to  iii^ 
income  which  is  not  disregarded  pursuanr  to  subsection  i  a  i .  will 
provide  a  minimum  of  890  per  month. 

"  I  2 )  the  standard  of  need  applied  for  determining  eligibility 
for  an  amount  of  aid  for  the  aged,  blind,  and  disabled  shall  not  be 
lower  t'lan  (A  )  the  standard  applied  for  this  purpose  under  tb.^^ 
State  plan  ('approved  under  this  title")  as  in  effect  on  the  date  of 
enactment  of  narr  D  of  title  IV  of  thi=  Act.  or  f  B  i  if  there  wa= 
no  such  plan  in  effect  for  such  State  on  such  date,  the  standard 
of  need  which  was  applicable  under 

'•('i  i  the  State  plan  which  was  in  effect  on  such  date  and 
was  approved  tmder  title  I.  in  the  case  of  any  individual  who 
is  65  vears  of  age  or  older. 

"  I  ii )  the  State  plan  m  effect  on  such  date  and  approved 
under  title  X.  in  the  case  of  an  individual  who  is  blind,  or 

"(iii)  the  State  plan  in  effect  on  such  date  and  approved 
under  title  XIV.  in  the  case  of  an  individual  who  is  severely 
disabled. 

except  that  if  2  or  more  of  clause=  >  i ) .  <  ii ) .  and  i  iii )  are  applica- 
ble to  an  individual,  the  standard  of  need  applied  with  respect  to 
such  individual  may  not  be  lower  than  the  higher  (  or  highest  i  of 
the  standards  under  the  applicable  plans,  and  except  that  if  none 
of  stich  clauses  is  applicable  to  indi^udtials,  the  standard  of  need 
applied  with  respect  to  such  individual  may  not  be  lower  than 
hisfher  of  the  standards  imder  the  State  plans  approved  mider 
title  I.  X.  or  XIV.  which  was  in  effect  on  such  date,  and 

"  (  3  )  no  aid  will  be  furnished  to  anv  individual  tmder  the  State 
plan  for  any  period  with  respect  to  which  he  is  considered  a  mem- 
ber of  a  family  receivins:  family  assistanr^e  benefits  mider  part  D 
of  title  IV  or  training  allowances  under  part  C  thereof  for  pur- 
poses of  determining  the  amotmt  of  stich  benefits  or  allowances 
( but  this  paragraph  shall  not  prevent  payments  with  respect  to 
other  members  of  h^s  family  pursuant  to  title  IV  of  this  Act). 

I  4- 1  210  lien  will  be  imposed  a^rainst  the  propertv  of  any  indi- 
vidual or  his  estate  on  account  of  aid  ]:'aid  to  him  under  the  plan 
I  except  pursuant  to  the  judofement  of  a  court  on  account  of  bene- 
fits incorrectly  paid  to  such  individuah) .  and  that  there  will  be  no 
adiustment  or  any  re^^overy  of  aid  correctly  paid  to  him  under  the 
plan. 

•'I  PI  For  special  provisions  applicable  to  Puerto  Eico.  the  Virgin 
Island    and  Guam,  see  section  -164, 

••PAY^iy.XTS  T'''  STATES  F'R  AID  T'  TTTP  AGED.  EEIXD.  AXD  DISAELED 

"Sec.  16'?i4.  From  the  sum-  appropriated  therefor,  the  Secretary 
shn '1  pav  to  ea.-^h  .^^ate  v-hi^'h  has  a  plan  apiyrnved  under  rhi-  title,  for 
eacli  calendar  quarter,  an  amount  equal  to"  the  sum  of  the  following 
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proportions  of  the  total  amounts  expended  during  each  month  of  such 
quarter  as  aid  to  the  aged,  blind,  and  disabled  under  the  State  plan — 

"  ( 1 )  100  per  centum  of  such  expenditures,  not  counting  so  much 
of  any  expenditures  as  exceeds  the  product  of  $50  multiplied  by  the 
total  number  of  recipients  of  such  aid  for  such  month ;  plus 

"(2)  50  per  centum  of  the  amount  by  which  such  expenditures 
exceed  the  m.aximum  which  may  be  counted  under  paragi-aph  (1) , 
not  counting  so  much  of  any  expenditures  with  respect  to  such 
month  as  exceeds  the  product  of  $65  multiplied  by  the  total  num- 
ber of  recipients  of  such  aid  for  such  month ;  plus 

"(3)  25  per  centum  of  the  amount  by  which  such  expenditures 
exceed  the  maximum  which  may  be  counted  under  paragraph  (2) , 
not  counting  so  much  of  any  expenditures  with  respect  to  such 
month  as  exceeds  the  product  of  the  amount  which,  as  determined 
by  the  Secretary,  is  the  maximum  permissible  level  of  assistance 
per  person  in  which  the  Federal  Government  will  participate  finan- 
cially, multiplied  by  the  total  number  of  recipients  of  such  aid  for 
such  month. 

In  the  case  of  any  individual  in  Puerto  Rico,  the  Virgin  Islands,  or 
Guam,  the  maximum  permissible  level  of  assistance  under  paragraph 
(3)  may  be  lower  than  in  the  case  of  individuals  i]i  the  other  States.  See 
also,  section  464  for  other  special  provisions  applicable  to  Puerto  Rico, 
the  Virgin  Islands,  and  Guam. 

"alternate  provision  for  direct  federal  payments  to  individuals 

"Sec.  1605.  The  Secretary  may  enter  into  an  agreement  wdth  a  State 
under  which  he  will,  on  behalf  of  the  State,  pay  aid  to  the  aged,  blind, 
and  disabled  directly  to  individuals  in  the  State  under  the  State's  plan 
approved  under  this  title  and  perform  such  other  functions  of  the  State 
in  connection  with  such  payments  as  may  be  agreed  upon.  In  such  case 
payments  shall  not  be  made  as  provided  in  section  1604  and  the  agree- 
ment shall  also  provide  for  payment  to  the  Secretary  by  the  State  of  its 
share  of  such  aid,  together  with  one-half  of  the  additional  cost  to  the 
Secretary  involved  in  carrying  out  the  agreement,  other  than  the  cost 
of  making  the  payments. 

"overpayments  and  underpayments 

"Sec.  1606.  Whenever  the  Secretary  finds  that  more  or  less  than  the 
correct  amount  of  payment  has  been  made  to  any  person  as  a  direct 
Federal  payment  pursuant  to  section  1605,  proper  adjustment  or  recov- 
ery shall,  subject  to  the  succeeding  provisions  of  this  section,  be  made 
by  appropriate  adjustments  in  future  payments  of  the  overpaid  indi- 
vidual or  by  recovery  from  him  or  his  estate  or  payment  to  him.  Tlie 
Secretary  shall  make  such  provision  as  he  finds  appropriate  in  the  case 
of  payment  of  more  than  the  correct  amount  of  benefits  with  a  view  to 
avoiding  penalizing  individuals  who  were  without  fault  in  connection 
with  the  overpayment,  if  adjustment  or  recovery  on  account  of  sucli 
overpayment  in  such  case  would  defeat  the  purposes  of  this  title,  or 
be  against  equity  or  good  conscience,  or  (because  of  the  small  amount 
involved)  impede  efficient  or  effective  administration. 
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OPERATION  OF  STATE  PLANS 

"Sec.  1607.  If  the  Secretary,  after  reasonable  notice  and  oppor- 
tunity for  hearing  to  the  State  agency  administering  or  supervising  the 
administration  of  the  State  plan  approved  under  this  title,  finds — 

"(1)  that  the  plan  no  longer  complies  with  the  provisions  of 
sections  1602  or  1603 ;  or 

"(2)  that  in  the  administration  of  the  plan  there  is  a  failure 
to  comply  substantially  with  any  such  provision  ; 
the  Secretary  shall  notify  such  State  agency  that  all,  or  such  portion 
as  he  deems  appropriate,  of  any  further  payments  will  not  be  made  to 
the  State  or  individuals  within  the  State  under  this  title  (or,  in  his 
discretion,  that  payments  will  be  limited  to  categories  under  or  parts 
of  the  State  plan  not  affected  by  such  failure),  until  the  Secretary 
is  satisfied  that  there  will  no  longer  be  any  such  failure  to  comply. 
Until  he  is  so  satisfied  he  shall  make  no  such  further  payments  to  the 
State  or  individuals  in  the  State  mider  this  title  (or  shall  limit  pay- 
ments to  categories  under  or  parts  of  the  State  plan  not  affected  by 
such  failure). 

"payments  to  states  for  SER^^:cES  and  administration 

"Sec.  1608.  (a)  If  the  State  plan  of  a  State  approved  under  section 
1602  provides  that  the  State  agency  will  make  available  to  applicants 
for  or  recipients  of  aid  to  the  aged,  blind,  and  disabled  under  the  State 
plan  at  least  those  services  to  help  them  attain  or  retain  capability  for 
self-support  or  self-care  which  are  prescribed  by  the  Secretaiy,  such 
State  shall  qualify  for  payments  for  services  under  subsection  (b)  of 
this  section. 

"(b)  In  the  case  of  any  State  whose  State  plan  approved  under 
section  1602  meets  the  requirements  of  subsection  (a),  the  Secretary 
shall  pay  to  the  State  from  the  sums  appropriated  therefor  an  amount 
equal  to  the  sum  of  the  following  proportions  of  the  total  amounts 
expended  during  each  quarter,  as  found  necessary  by  the  Secretary  for 
the  proper  and  efficient  administration  of  the  State  plan — 

"(1)  75  per  centum  of  so  much  of  such  expenditures  as  are 
for— 

"(A)  services  which  are  prescribed  pursuant  to  subsec- 
tion (a)  and  are  provided  (in  accordance  with  subsection 
(c) )  to  applicants  for  or  recipients  of  aid  under  the  plan  to 
help  them  attain  or  retain  capability  for  self-support  or  self- 
care,  or 

"(B)  other  services,  specified  by  the  Secretary  as  likely  to 
prevent  or  reduce  dependency,  so  provided  to  the  applicants 
or  recipients  of  aid,  or 

"(C)  any  of  the  services  prescribed  pursuant  to  subsection 
(a) ,  and  any  of  the  sen'ices  specified  in  subparaarraph  (B)  of 
this  paragraph,  which  the  Secretary  may  specify  as  appro- 
priate for  individuals  who,  within  such  period  or  periods  as 
the  Secretary  may  prescribe,  have  been  or  are  likely  to  become 
applicants  for  or  recipients  of  aid  under  the  plan,  if  such 
services  are  requested  by  the  individuals  and  are  provided  to 
tliem  in  accordance  wtih  subsection  (c) ,  or 
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"(D)  the  training  of  personnel  employed  or  preparing  for 
employment  by  the  State  agency  or  by  the  local  agency  ad- 
ministering the  plan  in  the  political  subdivision ;  plus 
"(2)  one-half  of  so  much  of  such  expenditures  (not  included 
under  paragraph  (1))  as  are  for  services  provided  (in  accordance 
with  subsection  (c) )  to  applicants  for  or  recipients  of  aid  under 
the  plan,  and  to  individuals  requesting  such  services  who  (within 
such  period  or  periods  as  the  Secretary  may  prescribe)  have  been 
or  are  likely  to  become  applicants  for  or  recipients  of  such  aid; 
plus 

"(3)  one-half  of  the  remainder  of  such  expenditures. 
"(c)  The  services  referred  to  in  paragraphs  (1)  and  (2)  of  subsec- 
tion (b)  shall,  except  to  the  extent  specified  by  the  Secretary,  include 
only— 

"  ( 1 )  services  provided  by  the  staff  of  the  State  agency,  or  tlie 
local  agency  administering  the  State  plan  in  the  political  sub- 
division (but  no  funds  authorized  under  this  title  shall  be  avail- 
able for  services  defined  as  vocational  rehabilitation  services  under 
the  Vocational  Kehabilitation  Act  (A)  which  are  available  to  in- 
dividuals in  need  of  them  under  programs  for  their  rehabilita- 
tion carried  on  under  a  State  plan  approved  under  that  Act,  or 
(B)  which  the  State  agency  or  agencies  administering  or  super- 
vising the  administration  of  the  State  plan  approved  under  that 
Act  are  able  and  willing  to  provide  if  reimbursed  for  the  cost 
thereof  pursuant  to  agreement  under  paragraph  (2),  if  provided 
by  such  staff  ),  and 

"(2)  subject  to  limitations  prescribed  by  the  Secretary,  services 
which  in  the  judgment  of  the  State  agency  cannot  be  as  econom- 
ically or  as  effectively  provided  by  the  staff  of  that  State  or  local 
agency  and  are  not  otherwise  reasonably  available  to  individuals 
in  need  of  them,  and  which  are  provided,  pursuant  to  agreement 
with  the  State  agency,  by  the  State  health  authority  or  the  State 
agency  or  agencies  administering  or  supervising  the  administra- 
tion of  the  State  plan  for  vocational  rehabilitation  services  ap- 
roved  under  the  Vocational  Rehabilitation  Act  or  by  any  other 
tate  agency  which  the  Secretary  may  determine  to  be  appropriate 
(whether  provided  by  its  staff  or  by  contract  with  public  (local) 
or  nonprofit  private  agencies) . 
Services  described  in  clause  (B)  of  2:)aragraph  (1)  may  be  provided 
only  pursuant  to  agreement  with  the  State  agency  or  agencies  admin- 
istering or  supervising  the  administration  of  the  State  plan  for  voca- 
tional rehabilitation  services  approved  under  the  Vocational  Rehabili- 
tation Act. 

"(d)  The  portion  of  the  amount  expended  for  administration  of  the 
State  plan  to  which  paragraph  (1)  of  subsection  (b)  applies  and  the 
portion  thereof  to  which  paragraphs  (2)  and  (3)  of  subsection  (b) 
apply  shall  be  determined  in  accordance  with  such  methods  and  pro- 
cedures as  may  be  permitted  by  the  Secretary. 

"(e)  In  the  case  of  any  State  whose  plan  approved  under  section 
1602  does  not  meet  the  requirements  of  subsection  (a)  of  this  section, 
there  shall  be  paid  to  the  State,  in  lieu  of  the  amount  provided  for 
under  subsection  (b),  an  amount  equal  to  one-half  the  total  of  the 
sums  expended  during  each  quarter  as  found  necessary  by  the  Secre- 
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tary  for  the  proper  and  efficient  administration  of  the  State  plan,  in- 
cluding services  referred  to  in  subsections  (b)  and  (c)  and  provided 
in  accordance  with  the  provisions  of  those  subsections. 

"(f)  In  the  case  of  any  State  whose  State  plan  included  a  provision 
meeting  the  requirements  of  subsection  (a) ,  but  with  respect  to  which 
the  Secretary  finds,  after  reasonable  notice  and  opportunity  for  hear- 
ing to  the  State  agency  administering  or  supervising  the  administra- 
tion of  the  plan,  that — 

"(1)  the  provision  no  longer  complies  with  the  requirements 
of  subsection  (a),  or 

"  (2)  in  the  administration  of  the  plan  there  is  a  failure  to  com- 
ply substantially  with  such  provision, 
the  Secretary  shall  notify  the  State  agency  that  all,  or  such  portion 
as  lie  deems  appropriate,  of  any  further  pa^^ments  will  not  be  made  to 
the  State  under  subsection  (b)  until  he  is  satisfied  that  there  will  no 
longer  be  any  such  failure  to  comply.  Until  the  Secretary  is  so  satisfied, 
no  such  further  payments  with  respect  to  the  administration  of  and 
services  under  the  State  plan  shall  be  made,  subject  to  the  other  pro- 
visions of  this  title,  under  subsection  (e)  instead  of  subsection  (b). 

"COMPUTATIOX  OF  FAYMEXTS  TO  STATES 

"Sec.  1609.  (a)(1)  Prior  to  the  beginnin,(r  of  each  quarter,  the  Sec- 
retary shall  estimate  the  amount  to  which  a  State  will  be  entitled  under 
subsections  1604  and  1608  for  that  quarter,  such  estimates  to  be  based 
on  (A)  a  report  filed  by  the  State  containing  its  estimate  of  the  total 
sum  to  be  expended  in  that  quarter  in  accordance  with  the  provisions 
of  sections  1604  and  1608,  and  statins?  the  amount  appropriated  or  made 
available  by  the  State  and  its  political  subdivisions  for  such  expendi- 
tures in  that  quarter,  and,  if  such  amount  is  less  than  the  State's  pro- 
portionate share  of  the  total  sum  of  such  estimated  exoenditures,  the 
source  or  sources  from  which  the  difference  is  expected  to  be  derived, 
and  (B)  such  other  investi.qration  as  the  Secretary  may  find  necessary. 

"(2)  The  Secretary  shall  then  Day  in  such  installments  as  he  may 
determine,  the  amount  so  estimated,  reduced  or  increased  to  the  extent 
of  any  overpavment  or  underpayment  which  the  Secretary  determines 
was  made  under  this  section  to  the  State  for  anv  prior  quarter  and 
with  i-espect  to  which  adjustment  has  not  already  been  made  under 
this  subsection. 

^  "(b)  The  pro  rata  share  to  which  the  I'^nited  States  is  equitably  en- 
titled, ns  determined  by  the  Secretarv.  of  the  net  am.ount  recovered 
during  any  quarter  bv'  a  State  or  political  subdivision  thereof  with 
respect  to  aid  furnished  under  the  State  plan,  but  excluding  any 
ainount  of  su<^h  aid  recovered  from  the  estate  of  a  deceased  recipient 
which  is  not  in  excess  of  the  amount  expended  by  the  State  or  anv 
political  subdivision  thereof  for  the  funeral  expenses  of  the  deceased, 
shall  be  considered  an  overpayment  to  be  adjusted  under  subsection 
(a) (2). 

"(c)  Upon  the  makino;  of  any  estimate  by  the  Secretary  under  this 
subsection,  any  appropriations  available  for  payments  under  this  sec- 
tion shall  be  deemed  obligated. 
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"definition 

"Sec.  1610.  For  purposes  of  this  title,  the  term  'aid  to  the  aged, 
blind,  and  disabled'  means  money  payments  to  needy  individuals  who 
are  65  years  of  age  or  older,  are  blind,  or  are  severely  disabled,  but 
such  term  does  not  include — 

"(1)  any  such  payments  to  any  individual  who  is  an  inmate  of 
a  public  institution  (except  as  a  patient  in  a  medical  institu- 
tion) ;  or 

"  (2)  any  such  payments  to  any  individual  who  has  not  attained 
65  years  of  age  and  who  is  a  patient  in  an  institution  for  tuber- 
culosis or  mental  diseases. 
Such  term  also  includes  payments  Avhich  are  not  included  within  the 
meaning  of  such  term  under  the  preceding  sentence,  but  which  would 
be  so  included  except  that  they  are  made  on  behalf  of  such  a  needy 
individual  to  another  individual  who  (as  determined  in  accordance 
with  standards  prescribed  by  the  Secretary)  is  interested  in  or  con- 
cerned with  the  welfare  of  such  needy  individual,  but  only  with  respect 
to  a  State  whose  State  plan  approved  under  section  1602  includes 
provision  for — 

"  ( A)  determination  by  the  State  agency  that  the  needy  individ- 
ual has,  by  reason  of  his  physical  or  mental  condition,  such  in- 
ability to  manage  funds  that  making  payments  to  him  would  be 
contrary  to  his  welfare  and,  therefore,  it  is  necessary  to  provide 
such  aid  through  payments  described  in  this  sentence ; 

(B)  making  such  payments  only  in  cases  in  which  the  payment 
will,  under  the  rules  otherwise  applicable  under  the  State  plan 
for  determining  need  and  the  amount  of  aid  to  the  aged,  blind,  and 
disabled  to  be  paid  (and  in  conjunction  with  other  income  and 
resources),  meet  all  the  need  of  the  individuals  with  respect  to 
whom  such  payments  are  made ; 

"(C)  undertaking  and  continuing  special  efforts  to  protect 
the  welfare  of  such  individuals  and  to  improve,  to  the  extent  pos- 
sible, his  capacity  of  self -care  and  to  manage  funds ; 

"(D)  periodic  review  by  the  State  agency  of  the  determina- 
tion under  clause  (A)  to  ascertain  whether  conditions  justifying 
such  determination  still  exist,  with  provision  for  termination  of 
the  payments  if  they  do  not  and  for  seeking  judicial  appointment 
of  a  guardian,  or  other  legal  representative,  as  described  in  section 
1111,  if  and  when  it  appears  that  such  action  will  best  serve  the 
interests  of  the  needy  individual :  and 

"(E)  opportunity  for  a  fair  hearing  before  the  State  agency 
on  the  determination  referred  to  in  clause  (A)  for  any  individual 
with  respect  to  whom  it  is  made. 
Whether  an  individual  is  blind  or  severely  disabled,  shall  be  deter- 
mined for  purposes  of  this  title  in  accordance  with  criteria  prescribed 
by  the  Secretary." 

REPEAL  OF  TITLES  I,  X,  AND  XIV  OF  THE  SOCIAL  SECURITY  ACT 

Sec.  202.  Titles  I,  X,  and  XIV  of  the  Social  Security  Act  (42  U.S.C. 
301,  et  seq.,  1201,  et  seq.,  1351,  et  seq.)  are  hereby  repealed. 
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TILVNSITION  PROVISION  RELATIXG  TO  OVERPAYMENTS  AND  UNDERPAYMENTS 

Sec.  203.  In  the  case  of  any  State  which  has  a  State  plan  approved 
under  title  I,  X,  XIV,  or  XVI  of  the  Social  Security  Act  as  in  effect 
prior  to  the  enactment  of  this  section,  any  overpayment  or  underpay- 
ment which  the  Secretary  determines  was  made  to  such  State  under 
section  3,  1003,  1403,  or  1603  of  sucli  Act  with  respect  to  a  period  be- 
fore the  approval  of  a  plan  under  title  XVI  as  amended  by  this  Act, 
and  with  respect  to  which  adjustment  has  not  already  been  made 
under  subsection  (b)  of  such  section  3,  1003,  1403,  or  1603,  shall,  for 
purposes  of  section  1609(a)  of  such  Act  as  herein  amended  be  con- 
sidered an  overpayment  or  underpayment  (as  the  case  may  be)  made 
under  title  XVI  of  such  Act  as  herein  amended. 

TRANSITION  PROVISION  RELATING  TO  DEFINITIONS  OF  BLINDNESS 
AND  DISABILITY 

Sec.  204.  In  the  case  of  any  State  which  has  in  operation  a  plan  of 
aid  to  the  blind  under  title  X,  aid  to  the  permanently  and  totally  dis- 
abled under  title  XIV,  or  aid  to  the  aged,  blind,  or  disabled  under 
title  XVI,  of  the  Social  Security  Act  as  in  effect  prior  to  the  enact- 
ment of  this  Act,  the  State  plan  of  such  State  submitted  under  title 
XVI  of  such  Act  as  amended  by  this  Act  shall  not  be  denied  ap])roval 
thereunder,  with  respect  to  the  period  ending  with  the  first  July  1 
which  follows  the  close  of  the  first  regular  session  of  the  legislature 
of  such  State  which  begins  after  the  enactment  of  this  Act,  by  reason 
of  its  failure  to  include  therein  a  test  of  disability  or  blindness  differ- 
ent from  that  included  in  the  State's  plan  (approved  under  such  title 
X,  XIV,  or  XVI  of  such  Act)  as  in  effect  on  the  date  of  the  enact- 
ment of  this  Act. 

TITLE  III— MISCELLANEOUS  CONFOKMING 
A^^IENDMENTS 

Sec.  301.  Section  228(d)  (1)  of  the  Social  Security  Act  is  amended 
by  striking  out  "I,  X,  XIV,  or"  and  by  striking  out  "part  A"  and 
inserting  in  lieu  thereof  "receives  payments  with  respect  to  such 
month  pursuant  to  part  D  or  E". 

Sec.  302.  Title  XI  of  the  Social  Security  Act  is  amended  as  follows : 

(1)  in  section  1101(a)(1)  by  striking  out  "I,",  "X,",  and 
"XIV,"; 

(2)  in  section  1106(c)  (1)  (A)  by  striking  out  "I,  X,  XIV,"; 

(3)  in  section  1108  by  striking  out  "I,  X,  XIV,  and  XVI"  and 
inserting  in  lieu  thereof  "XVI"  in  subsection  (a)  and  by  striking 
out  "section  402(a)  (19)"  and  inserting  in  lieu  thereof  "part  A  of 
title  IV"  in  subsection  (b)  ; 

(4)  by  amending  section  1109  to  read  as  follows : 

"Sec.  1109.  Any  amount  which  is  disregarded  (or  set  aside  for 
future  needs)  in  determining  the  eligibility  for  and  amount  of  aid  or 
assistance  for  any  individual  under- a  State  plan  approved  under  title 
XVI  or  XIX,  or  eligibility  for  and  amount  of  payments  pursuant  to 
part  D  or  E  of  title  IV,  shall  not  be  taken  into  consideration  in  de- 
termining the  eligibility  for  and  amount  of  such  aid,  assistance,  or 
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payments  for  any  other  individual  under  such  other  State  plan  or  such 
part  D  or  E."; 

(5)  in  section  1111  by  striking  out  "I,  X,  XIV,  and"  and  by 
striking:  out  "part  A"  and  inserting  in  lieu  thereof  "parts  D 
and  E''; 

(6)  in  section  1115  by  striking  out  "I,  X,  XIV,"  and  by  striking 
out  "part  A"  and  inserting  in  lieu  thereof  "parts  A  and  E"  in  so 
much  thereof  as  precedes  clause  (a) ,  by  striking  out  "of  section  2, 
402,  1002,  1402,"  and  inserting  in  lieu  thereof  "of  or  pursuant  to 
section  402,  452,"  in  clause  (a)  thereof,  and  bv  striking  out  "3, 403, 
1003,  1403,  1603,"  and  inserting  in  lieu  thereof  "403,  453,  1604, 
1608,"  in  clause  (b)  thereof ; 

(7)  in  section  1116  by  striking  out  "I,  X,  XIV,"  in  subsections 
(a)(1),  (b),  and  (d),  and  by  striking  out  "4,  404,  1004,  1404, 
1604,"  in  subsection  (a)  (3)  and  inserting  in  lieu  thereof  "404, 
1607,1608,"; 

(8)  by  repealing  section  1118 ; 

(9)  in  section  1119  by  striking  out  "I,  X,  XIV,"  and  by  striking 
out  "part  A"  and  inserting  in  lieu  thereof  "services  under  a  State 
plan  approved  under  part  A",  and  by  striking  out  "3(a),  403(a), 
1003(a),  1403(a),  or  1603(a)"  and  inserting  in  lieu  thereof  "403 
(a)  or  1604";  and 

(10)  in  section  1121(a)  by  striking  out  "a  plan  for  old-age 
assistance,  approved  under  title  I,  a  plan  for  aid  to  the  blind,  ap- 
proved under  title  X,  a  plan  for  aid  to  the  permanently  and  totally 
disabled,  approved  under  title  XIV,  or  a  plan  for  aid  to  the  aged, 
blind,  or  disabled"  and  inserting  in  lieu  thereof  "a  plan  for  aid  to 
the  aged,  blind,  and  disabled",  and  by  inserting  "(other  than  a 
public  nonmedical  facility)"  after  "intermediate  care  facilities" 
the  first  time  it  appears  therein. 

Sec.  303.  Title  XVIII  of  the  Social  Security  Act  is  amended  as 
follows : 

(1)  in  section  1843(b)  by  striking  out  "title  I  or"  in  paragraph 
(1),  by  striking  out  "all  of  the  plans"  in  paragi-aph  (2)  and  sub- 
stituting in  lieu  thereof  "the  plan",  and  by  striking  out  "titles  I, 
X,  XIV,  and  XVI,  and  part  A"  in  paragraph  (2)  and  inserting 
in  lieu  thereof  "title  XVI  and  under  part  E" ; 

(2)  in  section  1843(f)  by  striking  out  "title  I,  X,  XIV,  or  XVI 
or  part  A"  both  times  it  appears  and  inserting  in  lieu  thereof 
"title  XVI  and  under  part  E",  and  by  striking  out  "title  I,  XVI, 
or  XIX"  and  inserting  in  lieu  thereof  "title  XVI  or  XIX";  and 

(3)  in  section  1863  by  striking  out  "I,  XVI",  and  inserting  in 
...  lieu  thereof  "XVI". 

Sec.  304.  Title  XIX  of  the  Social  Security  Act  is  amended  as 
follows : 

(1)  in  clause  (1)  of  the  first  sentence  of  section  1901  by  striking 
out  "families  with  dependent  children"  and  "permanently  and 
totally"  and  inserting  in  lieu  thereof,  respectively,  "needy  families 
with  children"  and  "severely" ; 

(2)  in  section  1902(a)  (5)  by  striking  out  "I  or" ; 

(3)  in  section  1902(a)  (10)  by  amending  so  much  thereof  as 
precedes  clause  (A)  to  read : 
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"(10)  provide  for  making  medical  assistance  available  to 
all  individuals  receiving  assistance  to  needy  families  with  chil- 
dren as  defined  in  section  406(b),  receiving  payments  under 
an  agreement  pursuant  to  part  E  of  title  IV,  or  receiving  aid 
to  the  aged,  blind,  and  disabled  under  a  State  plan  approved 
under  title  XVI ;  and — " 
and  by  amending  clauses  (A)  and  (B)  by  inserting  "or  payments 
under  such  part  E"  after  "such  plan"  each  time  it  appears  therein ; 

(4)  by  amending  section  1902(a)  (13)  (B)  to  read: 

""(B)  in  the  case  of  individuals  receiving  assistance  to 
needy  falimies  with  children  as  defined  in  section  406  (b),  re- 
ceiving payments  under  an  agreement  pursuant  to  part  E  of 
title  IV,  or  receiving  aid  to  the  aged,  blind,  and  disabled 
under  a  State  plan  approved  under  title  XVI,  for  the  inclu- 
sion of  at  least  the  care  and  sen'ices  listed  in  clauses  (1) 
through  (5)  of  section  1905  (a) ,  and" : 

(5)  in  section  1902(a)  (14)  (A)  by  striking  out  "aid  or  assist- 
ance under  State  plans  approved  under  title  I,  X,  XIV,  XVI,  and 
part  A  of  title  IV,"  and  inserting  in  lieu  thereof  "assistance  to 
needy  families  with  children  as  defined  in  section  406(b),  receiv- 
ing payments  under  an  agreement  pursuant  to  part  E  of  title  IV, 
or  receiving  aid  to  the  aged,  blind,  and  disabled  under  a  State 
plan  approved  under  title  XVI," ; 

(6)  in  section  1902(a)  (IT)  by  striking  out  in  so  much  thereof 
as  precedes  clause  (A)  "aid  or  assistance  under  the  State's  plan 
approved  under  title  I,  X,  XIV,  or  XVI,  or  part  A  of  title  IV," 
and  inserting  in  lieu  thereof  "assistance  to  needy  families  with 
children  as  defined  in  section  406(b),  payments  under  an  agree- 
ment pursuant  to  part  E  of  title  IV,  or  aid  under  a  State  plan 
approved  under  title  X^Hl,"  by  striking  out  in  clause  (B)  thereof 
"aid  or  assistance  in  the  form  of  money  payments  under  a  State 
plan  approved  under  title  I,  X,  XIV,  or  XVI,  or  part  A  of  title 
IV"  and  inserting  in  lieu  thereof  "assistance  to  needy  families  with 
children  as  defined  in  section  406(b),  payments  under  an  agree- 
ment pursuant  to  part  E  of  title  IV,  or  aid  to  the  aged,  blind,  and 
disabled  under  a  State  plan  approved  under  title  XVI",  and  by 
striking  out  in  such  clause  (B)  "and  or  assistance  under  such  plan" 
and  inserting  in  lieu  thereof  "assistance,  and,  or  payments"; 

(7)  in  section  1902(a)  (20)  (C)  by  striking  out  "section 
3(a)_(4)(A)(i)  and  (ii)  or  section  1603(a)  (4)  (A)  (i)  and  (ii)" 
and  inserting  in  lieu  thereof  "section  1608(b)  (1)  (A)  and  (B)"; 

(8)  in  the  last  sentence  of  section  1902(a)  by  striking  out  "title 
X  (or  title  X^HL,  insofar  as  it  relates  to  the  blind)  was  different 
from  the  State  agency  which  administered  or  super^-ised  the  ad- 
ministration of  the  State  plan  approved  under  title  I  (or  title 
X\T],  insofar  as  it  relates  to  the  aged),  the  State  agency  which 
administered  or  supervised  the  administration  of  such  plan  ap- 
proved under  title  X  (or  title  XVL  insofar  as  it  relates  to  the 
blind)"  and  inserting  in  lieu  thereof,  "title  XVI,  insofar  as  it 
relates  to  the  blind,  was  different  from  the  agency  which  admin- 
istered or  supervised  the  administration  of  such  plan  insofar  as  it 
relates  to  the  aofed,  the  agency  which  administered  or  supervised 
the  administration  of  the  plan  insofar  as  it  relates  to  the  blind"; 
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(9)  in  section  1902(b)  (2)  by  striking  out  "section  40G(a)  (2)'' 
and  inserting  in  lieu  thereof  "section  406  (b) " ; 

(10)  in  section  1902  (c)  by  striking  out  "I,  X,  XI Y,  or  XVI,  or 
part  A"  and  inserting  in  lieu  thereof  "XVI  or  under  an  agi'eement 
under  part  E"; 

(11)  in  section  1903  (a)  (1)  by  striking  out  "I,  X,  XIV,  or  XVI, 
or  part  A"  and  inserting  in  lieu  thereof  "XVI  or  under  an  agree- 
ment under  part  E" ; 

(12)  by  repealing  subsection  (c)  of  section  1903; 

(13)  in  section  1903(f )  (1)  (B)  (i)  by  striking  out  "highest 
amount  which  would  ordinarily  be  paid  to  a  family  of  the  same 
size  without  any  income  or  resources,  in  the  form  of  money  pay- 
ments, under  the  plan  of  the  State  approved  under  part  A  of  title 
IV  of  this  Act"  and  inserting  in  lieu  thereof,  "highest  total  amount 
which  would  ordinarily  be  paid  under  parts  D  and  E  of  title  IV 
to  a  family  of  the  same  size  without  income  or  resources,  eligible 
in  that  State  for  money  payments  under  part  E  of  title  IV  of  this 
Act"; 

(14)  in  section  1903  (f)  (3)  by  striking  out  "the  'highest  amount 
which  would  ordinarily  be  paid'  to  such  family  under  the  State's 
plan  approved  under  part  A  of  title  IV  of  this  Act"  and  inserting 
in  lieu  thereof  "the  'highest  total  amount  w^hich  would  ordinarily 
be  paid'  to  such  family" ; 

(15)  in  section  1903(f)  (4)  (A)  by  striking  out  "I,  X,  XIV,  or 
XVI,  of  part  A"  and  inserting  in  lieu  thereof  "XVI  or  under  an 
agreement  under  part  E" ;  and 

(16)  by  amending  section  1905  (a)  — 

(A)  by  striking  out  "aid  or  assistance  under  the  State's 
plan  approved  under  title  I,  X,  XIV,  or  XVI,  or  part  A  of 
title  IV  who  are — "  in  so  much  thereof  as  precedes  clause  (i) 
and  inserting  in  lieu  thereof  "payments  under  pait  E  of  title 
IV  or  aid  under  a  State  plan  approved  under  title  XVI,  who 
are — ", 

(B)  by  amending  clause  (ii)  to  read:  "(ii)  receiving  as- 
sistance to  needy  families  with  children  as  defined  in  section 
406(b),  or  payments  pursuant  to  an  agreement  under  part  E 
of  title  IV,", 

(C)  by  amending  clause  (v)  to  read : "  (v)  severely  disabled 
as  defined  by  the  Secretary  in  accordance  with  section  1602 
(b)(4),"  and 

(D)  by  striking  out  "or  assistance"  and  "I,  X,  XIV,  or"  in 
clause  (vi)  and  in  the  second  sentence  of  such  section  1905  (a) . 

TITLE  IV— GENERAL 

EFFECTIVE  DATE 

Sec.  401.  The  amendments  and  repeals  made  by  the  preceding 
provisions  shall  become  effective,  and  section  9  of  the  Act  of  April  19, 
1950  (25  U.S.C.  639)  is  repealed  effective,  on  the  first  January  1  fol- 
lowing the  fiscal  year  in  which  this  Act  is  enacted ;  except  that — 

(1)  in  the  case  of  any  State  a  statute  of  which  prevents  it  from 

making  the  supplementary,  payments  provided  for  in  part  E  of 
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title  IV  of  the  Social  Security  Act,  as  amended  by  this  Act,  the 
amendments  made  by  this  Act  and  such  repeal  shall  not  apply 
with  respect  to  individuals  m  such  State  until  (if  later  than  the 
date  referred  to  above)  the  first  July  1  which  follows  the  close  of 
the  first  regular  session  of  the  legislature  of  such  State  which 
begins  after  the  enactment  of  this  Act  or  until  (if  earlier  than 
July  1 )  the  first  calendar  quarter  following  the  date  on  which  the 
State  certifies  it  is  no  longer  so  prevented  from  making  such 
paj^ments ;  and 

(2)  in  the  case  of  any  State  a  statute  of  which  prevents  it  from 
complying  with  the  requirements  of  section  1602  of  the  Social 
Security  Act,  as  amended  by  this  Act,  the  amendments  made  by 
title  II  of  this  Act  shall  not  apply  until  (if  later  than  the  January  1 
referred  to  above)  the  first  July  1  which  follows  the  close  of  the 
first  regular  session  of  the  legislature  of  such  State  which  begins 
after  the  enactment  of  this  Act  or  on  the  earlier  date  on  which 
such  State  submits  a  plan  meeting  such  requirements  of  section 
1602; 

and  except  that  section  437  of  the  Social  Security  Act,  as  amended 
by  this  Act,  shall  be  effective  upon  enactment  of  this  Act. 

3IEANIXG  OF  SECRETARY  AND  FISCAL  YEAR 

Sec.  402.  As  used  in  this  Act  and  in  the  amendments  made  by  this 
Act,  the  term  "Secretary"  means,  unless  the  context  otherwise  requires 
and  except  in  part  C  of  title  IV  of  the  Social  Security  Act,  the  Secre- 
tary of  Health,  Education,  and  Welfare;  and  the  term  "fiscal  year" 
means  a  period  beginning  with  any  July  1  and  ending  with  the  close 
of  the  following  June  30. 


THE  PRESIDENT'S  MESSAGE  ON  WELFARE  REFORM 


The  White  House. 

To  the  Congress  of  the  United  States : 

A  measure  of  the  greatness  of  a  powerful  nation  is  the  character  of 
the  life  it  creates  for  those  who  are  powerless  to  make  ends  meet. 

If  we  do  not  find  the  way  to  become  a  working  nation  that  properly 
cares  for  the  dependent,  we  shall  become  a  welfare  state  that  under- 
mines the  incentive  of  the  working  man. 

The  present  welfare  system  has  failed  us — it  has  fostered  family 
breakup,  has  provided  very  little  help  in  many  States  and  has  even 
deepened  dependency  by  all  too  often  making  it  more  attractive  to  go 
on  welfare  than  to  go  to  work. 

I  propose  a  new  approach  that  will  make  it  more  attractive  to  go 
to  work  than  to  go  on  welfare,  and  will  establish  a  nationwide  mini- 
mum payment  to  dependent  families  with  children. 

/  propose  that  the  Federal  Government  pay  a  hasic  income  to  those 
American  families  who  cannot  care  for  themselves  in  whichever  State 
they  live. 

I  propose  that  dependent  families  receiving  such  income  be  given 
good  reason  to  go  to  work  hy  making  the  first  $60  a  month  they  ean\ 
completely  their  own^  with  no  deductions  from  their  henefits. 

I  propose  that  we  make  available  an  addition  to  the  incomes  of  the 
'"''working  poor^''  to  encourage  them  to  go  on  working  and  to  eliminate 
the  posssibility  of  making  more  from  welfare  than  from  wages. 

I  propose  that  these  payments  be  made  upon  certification  of  income, 
with  demeaning  and  costly  investigations  replaced  by  simplified  re- 
views and  spot  checks  and  with  no  eligibility  requirement  that  th6 
household  be  loithout  a  father.  That  present  requirement  in  many 
States  has  the  effect  of  breaking  up  families  and  contributes  to  delin- 
quency and  violence. 

I  propose  that  all  employable  persons  who  choose  to  accept  these 
payments  be  required  to  register  for  work  or  job  training  and  be  re- 
quired to  accept  that  work  or  training^  provided  suitable  jobs  are 
available  either  locally  or  if  transportation  is  provided.  Adequate  and 
convenient  day  care  would  be  provided  children  wherever  necessary 
to  enable  a  parent  to  train  or  work.  The  only  exception  to  this  work 
requirement  would  be  mothers  of  preschool  children. 

I  propose  a  major  expansion  of  job  training  and  day  care  facilities^ 
so  that  current  welfare  recipients  able  to  work  can  be  set  on  the  road 
to  self-reliance. 

I  propose  that  we  also  provide  uniform  Federal  payment  minimums 
for  the  present  three  categories  of  %oelfare  aid  to  adults — the  aged, 
the  blind,  and  the  disabled. 

This  would  be  total  welfare  reform — the  transformation  of  a  sys- 
tem frozen  in  failure  and  frustration  into  a  system  that  would  work 
and  would  encourage  people  to  work. 
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Accordingly,  we  have  stopped  considering  human  welfare  in  isola- 
tion. The  new  plan  is  part  of  an  overall  approach  which  includes  a 
comprehensive  new  Manpower  Training  Act,  and  a  plan  for  a  system 
of  revenue  sharing  with  the  States  to  help  provide  all  of  them  with 
necessary  budget  relief.  Messages  on  manpower  training  and  revenue 
sharing  will  follow  this  message  tomorrow  and  the  next  day,  and  the 
three  should  be  considered  as  parts  of  a  whole  approach  to  what  is 
clearly  a  national  problem. 

Need  for  new  departures 

A  welfare  system  is  a  success  when  it  takes  care  of  people  who  can- 
not take  care  of  themselves  and  when  it  helps  employable  people  climb 
toward  independence. 

A  welfare  system  is  a  failure  when  it  takes  care  of  those  who  can 
take  care  of  themselves,  when  it  drastically  varies  payments  in  differ- 
ent areas,  when  it  breaks  up  families,  when  it  perpetuates  a  vicious 
cycle  of  dependency,  when  it  strips  human  beings  of  their  dignity. 

America's  welfare  system  is  a  failure  that  grows  worse  every  day. 

First,  it  fails  the  recipient :  In  many  areas,  benefits  are  so  low  that 
we  have  hardly  begun  to  take  care  of  the  dependent.  And  there  has 
been  no  light  at  the  end  of  poverty's  tunnel.  After  4  years  of  inflation, 
the  poor  have  generally  become  poorer. 

Second,  it  fails  the  taxpayer :  Since  1960,  welfare  costs  have  doubled 
and  the  number  on  the  rolls  has  risen  from  5.8  million  to  over  9  mil- 
lion, all  in  a  time  when  unemployment  was  low.  The  taxpayer  is  en- 
titled to  expect  government  to  devise  a  system  that  will  help  people 
lift  themselves  out  of  poverty. 

Finally,  it  fails  American  society :  By  breaking  up  homes,  the  pres- 
ent welfare  system  has  added  to  social  unrest  and  robbed  millions  of 
children  of  the  joy  of  childhood;  by  widely  varying  payments  among 
regions,  it  has  helped  to  draw  millions  into  the  slums  of  our  cities. 

The  situation  has  become  intolerable.  Let  us  examine  the  alternatives 
available : 

We  could  permit  the  welfare  momentum  to  continue  to  gather 
speed  by  our  inertia ;  by  1975  this  would  result  in  4  million  more 
Americans  on  welfare  rolls  at  a  cost  of  close  to  $11  billion  a  year, 
with  both  recipients  and  taxpayers  shortchanged. 

We  could  tinker  with  the  system  as  it  is,  adding  to  the  patch- 
work of  modifications  and  exceptions.  That  has  been  the  approach 
of  the  past,  and  it  has  failed. 

We  could  adopt  a  "guaranteed  minimum  income  for  everyone," 
which  would  appear  to  wipe  out  poverty  overnight.  It  would  also 
wipe  out  the  basic  economic  motivation  for  work,  and  place  an 
enormous  strain  on  the  industrious  to  pay  for  the  leisure  of  the 


Or,  we  could  adopt  a  totally  new  approach  to  welfare,  designed 
to  assist  those  left  far  behind  the  national  norm,  and  provide  all 
with  the  motivation  to  work  and  a  fair  share  of  the  opportunity  to 
train. 

This  administration,  after  a  careful  analysis  of  all  the  alternatives, 
is  committed  to  a  new  departure  that  will  find  a  solution  for  the  wel- 
fare problem.  The  time  for  denouncing  the  old  is  over;  the  time  for 
devising  the  new  is  now. 
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Recognizing  the  practicalities 

People  usually  follow  their  self-interest. 

This  stark  fact  is  distressing  to  many  social  planners  who  like  to 
look  at  problems  from  the  top  down.  Let  us  abandon  the  ivory  tower 
and  consider  the  real  world  in  all  we  do. 

In  most  States,  welfare  is  provided  only  when  there  is  no  father  at 
home  to  provide  support.  If  a  man's  children  would  be  better  off  on 
welfare  than  with  the  low  wage  he  is  able  to  bring  home,  wouldn't  he 
be  tempted  to  leave  home  ? 

If  a  person  spent  a  great  deal  of  time  and  effort  to  get  on  the  wel- 
fare rolls,  wouldn't  he  think  twice  about  risking  his  eligibility  by 
taking  a  j  ob  that  might  not  last  long  ? 

In  each  case,  welfare  policy  was  intended  to  limit  the  spread  of  de- 
pendency ;  in  practice,  however,  the  effect  has  been  to  increase  depend- 
ency and  remove  the  incentive  to  work. 

We  fully  expect  people  to  follow  their  self-interest  in  their  business 
dealings;  why  should  we  be  surprised  when  people  follow  their  self- 
interest  in  their  welfare  dealings  ?  That  is  why  we  propose  a  plan  in 
which  it  is  in  the  interest  of  every  employable  person  to  do  his  fair 
share  of  work. 

The  operation  of  the  new  approach 

1.  We  would  assure  an  income  foundation  throughout  every  section 
of  America  for  all  parents  who  cannot  adequately  support  themselves 
and  their  children.  For  a  family  of  four  with  income  of  $720  or  less, 
this  payment  would  be  $1,600  a  year ;  for  a  family  of  four  with  $2,000 
income,  this  payment  would  supplement  that  income  by  $960  a  year. 

Under  the  present  welfare  system,  each  State  provides  "Aid  to 
families  with  dependent  children,"  a  program  we  propose  to  replace. 
The  Federal  Government  shares  the  cost,  but  each  State  establishes 
key  eligibility  rules  and  determines  how  much  income  support  will  be 
provided  to  poor  families.  The  result  has  been  an  uneven  and  unequal 
system.  The  1969  benefits  average  for  a  family  of  four  is  $171  a  month 
across  the  Nation,  but  individual  State  averages  range  from  $263 
down  to  $39  a  month. 

A  new  Federal  minimum  of  $1,600  a  year  cannot  claim  to  provide 
comfort  to  a  family  of  four,  but  the  present  low  of  $468  a  year  cannot 
claim  to  provide  even  the  basic  necessities. 

The  new  system  would  do  away  with  the  inequity  of  very  low  benefit 
levels  in  some  States,  and  of  State-by-State  variations  in  eligibility 
tests,  by  establishing  a  federally  financed  income  floor  with  a  national 
definition  of  basic  eligibility. 

States  will  continue  to  carry  an  important  responsiblity.  In  30 
States  the  Federal  basic  payment  will  be  less  than  the  present  levels  of 
combined  Federal  and  State  payments.  These  States  will  be  required 
to  maintain  the  current  level  of  benefits,  but  in  no  case  will  a  State 
be  required  to  spend  more  than  90  percent  of  its  present  welfare  cost. 
The  Federal  Government  will  not  only  provide  the  "floor,"  but  it  will 
assume  10  percent  of  the  benefits  now  being  paid  by  the  States  as  their 
part  of  welfare  costs. 

In  20  States,  the  new  payment  would  exceed  the  present  average 
benefit  payments,  in  some  cases  by  a  wide  margin.  In  10  of  these  States, 
where  benefits  are  lowest  and  poverty  often  the  most  severe,  the  pay- 
ments will  raise  benefit  levels  substantially.  For  5  years,  every  State 
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will  be  required  to  continue  to  spend  at  least  half  of  what  they  are  now 
spending  on  welfare,  to  suplement  the  Federal  base. 

For  the  typical  '^welfare  family"'' — a  mother  with  dependent  children 
and  no  outside  income — ^the  new  system  would  provide  a  basic  national 
minimum  payment.  A  mother  with  three  small  children  would  be 
assured  an  annual  income  of  at  least  $1,600. 

For  the  family  headed  hy  an  employed  father  or  working  mother^ 
the  same  basic  benefits  w^ould  be  received,  but  $60  per  month  of  earn- 
ings would  be  "disregarded"  in  order  to  make  up  the  costs  of  working 
and  provide  a  strong  advantage  in  holding  a  job.  The  wage  earner 
could  also  keep  50  percent  of  his  benefits  as  his  earnings  rise  above  that 
$60  per  month.  A  family  of  four,  in  which  the  father  earns  $2,000  in  a 
year,  would  receive  payments  of  $960,  for  a  total  income  of  $2,960. 

For  the  aged^  the  blind ^  and  the  disabled ^  the  present  system  varies 
benefit  levels  from  $40  per  month  for  an  aged  person  in  one  State 
to  $145  per  month  for  the  blind  in  another.  The  new  system  would 
establish  a  minimum  payment  of  $65  per  month  for  all  three  of  these 
adult  categories,  with  the  Federal  Government  contributing  the  first 
$50  and  sharing  in  payments  above  that  amount.  This  will  raise  the 
share  of  the  financial  burden  borne  by  the  Federal  Government  for 
payments  to  these  adults  who  cannot  support  themselves,  and  should 
pave  the  way  for  benefit  increases  in  many  States. 

For  the  single  adidt  who  is  not  handicapped  or  aged,  or  for  the  mar- 
ried couple  ivithout  children^  the  new  system  would  not  apply.  Food 
stamps  would  continue  to  be  available  up  to  $300  per  year  per  person, 
according  to  the  plan  I  outlined  last  May  in  my  message  to  the  Congress 
on  the  food  and  nutrition  needs  of  the  population  in  poverty.  For  de- 
pendent f  qimilies  there  will  be  an  orderly  substitution  of  food,  stamps  by 
the  new  direct  monetary  payments. 

2.  The  neiv  approach  would  end  the  blatant  unfairness  of  the  welfare 
system. 

In  over  half  the  States,  families  headed  by  unemployed  men  do  not 
qualify  for  public  assistance.  In  no  State  does  a  family  headed  by  a 
father  working  full  time  receive  help  in  the  current  w^elfare  system,  no 
matter  how  little  he  earns.  As  we  have  seen,  this  approach  to  depend- 
ency has  itself  been  a  cause  of  dependency.  It  results  in  a  policy  that 
tends  to  force  the  father  out  of  the  house. 

The  new  plan  rejects  a  j)olicy  that  undermines  family  life.  It  would 
end  the  substantial  financial  incentives  to  desertion.  It  would  extend 
eligibility  to  all  dependent  families  with  children,  without  regard  to 
whether  the  family  is  headed  by  a  man  or  a  woman.  The  effects  of  these 
changes  upon  human  behavior  would  be  an  increased  will  to  work, 
the  survival  of  more  marriages,  the  greater  stability  of  families.  We 
are  determined  to  stop  passing  the  cycle  of  dependency  from  generation 
to  generation. 

The  most  glaring  inequity  in  the  old  welfare  system  is  the  exclusion 
of  families  who  are  working  to  pull  themselves  out  of  poverty.  Families 
headed  by  a  nonworker  often  receive  more  from  welfare  than  families 
headed  by  a  husband  working  full  time  at  very  low  wages.  This  has 
been  rightly  resented  by  the  working  poor,  for  the  rewards  are  just 
the  opposite  of  what  they  should  be. 

3.  The  new  plan  would  create  a  much  stronger  incentive  to  work. 
For  people  now  on  the  welfare  rolls,  the  present  system  discourages 
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the  move  from  welfare  to  work  by  cutting  benefits  too  fast  and  too 
much  as  earnings  begin.  The  new  system  would  encourage  work  hy 
allowing  the  new  worker  to  retain  the  first  $720  of  his  yearly  earnings 
without  any  heneflt  reduction. 

For  people  already  working,  but  at  poverty  wages,  the  present  system 
often  encourages  nothing  but  resentment  and  an  incentive  to  quit  and 
go  on  relief  where  that  would  pay  more  than  work.  The  new  plan,  on 
the  contrary,  would  provide  a  supplement  that  will  help  a  low-wage 
worker — struggling  to  make  ends  meet — achieve  a  higher  standard  of 
living. 

For  an  employable  person  who  just  chooses  not  to  work,  neither 
the  present  system  nor  the  one  we  propose  would  support  him,  though 
both  would  continue  to  support  other  dependent  members  in  his 
family. 

However,  a  welfare  mother  with  preschool  children  should  not  face 
benefit  reductions  if  she  decides  to  stay  home.  It  is  not  our  intent 
that  mothers  of  preschool  children  must  accept  work.  Those  who  can 
work  and  desire  to  do  so,  however,  should  have  the  opportunity  for 
jobs  and  job  training  and  access  to  day-care  centers  for  their  children ; 
this  will  enable  them  to  support  themselves  after  their  children  are 
grown. 

A  family  with  a  member  who  gets  a  job  would  be  permitted  to  retain 
all  of  the  first  $60  monthly  income.,  amounting  to  $720  per  year  for  a 
regular  worker,  with  no  reduction  of  Federal  payments.  The  incentive 
to  work  in  this  provision  is  obvious.  But  there  is  another  practical  rea- 
son :  Going  to  work  costs  money.  Expenses  such  as  clothes,  transporta- 
tion, personal  care,  social  security  taxes  and  loss  of  income  from  odd 
jobs  amount  to  substantial  costs  for  the  average  family.  Since  a  family 
does  not  begin  to  add  to  its  net  income  until  it  surpasses  the  cost  of 
working,  in  fairness  this  amount  should  not  be  subtracted  from  the  new 
payment. 

After  the  first  $720  of  income,  the  rest  of  the  earnings  will  result  in 
a  systematic  reduction  in  payments. 

I  believe  the  vast  majority  of  poor  people  in  the  United  States  prefer 
to  work  rather  than  have  the  Government  support  their  families.  In 
1968,  600,000  families  left  the  welfare  rolls  out  of  an  average  caseload 
of  1,400,000  during  the  year,  showing  a  considerable  turnover,  much  of 
it  voluntary. 

However,  there  may  be  some  who  fail  to  seek  or  accept  work,  even 
with  the  strong  incentives  and  training  opportunities  that  will  be  pro- 
vided. It  would  not  be  fair  to  those  who  willingly  work,  or  to  all  tax- 
payers, to  allow  others  to  choose  idleness  when  opportunity  is  avail- 
able. Thus,  they  must  accept  training  opportunities  and  jobs  when 
offered,  or  give  up  their  right  to  the  new  payments  for  themselves.  No 
ablebodied  person  will  have  a  "free  ride"  in  a  nation  that  provides 
opportunity  for  training  and  work. 

4.  The  hridge  from  welfare  to  work  should  he  huttressed  hy  training 
and  child  care  programs.  For  many,  the  incentives  to  work  in  this  plan 
would  be  all  that  is  necessary.  However,  there  are  other  situations  where 
these  incentives  need  to  be  supported  by  measures  that  will  overcome 
other  barriers  to  employment. 

I  propose  that  funds  he  provided  for  expanded  training  and  joh  de- 
velopment programs  so  that  an  additional  150,000  welfare  recipients 
can  become  jobworthy  during  the  first  year. 
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Manpower  training  is  a  basic  bridge  to  work  for  poor  people, 
especially  people  with  limited  education,  low  skills  and  limited  job 
experience.  Manpower  training  programs  can  provide  this  bridge  for 
many  of  our  poor.  In  the  new  manpower  training  proposal  to  be  sent 
to  the  Congress  this  week,  the  interrelationship  with  this  new  ap- 
proach to  welfare  will  be  apparent. 

/  am  also  requesting  authority^  as  a  part  of  the  nem  system,  to  provide 
child  care  for  the  450,000  children  of  the  150,000  current  welfare  re- 
cipients to  be  trained. 

The  child  care  I  propose  is  more  than  custodial.  This  Administration 
is  committed  to  a  new  emphasis  on  child  development  in  the  first  5  years 
of  life.  The  day  care  that  would  be  part  of  this  plan  would  be  of  a 
quality  that  will  help  in  the  development  of  the  child  and  provide  for 
its  health  and  safety,  and  would  break  the  poverty  cycle  for  this  new 
generation. 

The  expanded  child  care  program  would  bring  new  opportunities 
along  several  lines :  opportunities  for  the  further  involvement  of  pri- 
vate enterprise  in  providing  high  quality  child  care  service:  oppor- 
tunities for  volunteers ;  and  opportunities  for  training  and  employment 
in  child  care  centers  of  many  of  the  welfare  mothers  themselves. 

I  am  requesting  a  total  of  $600  million  additional  to  fund  these 
expanded  training  programs  and  child  care  centers. 

5.  The  new  system  will  lessen  welfare  redtape  and  provide  admin- 
istrative cost  sowings.  To  cut  out  the  costly  investigations  so  bitterly 
resented  as  "welfare  snooping,"  the  Federal  payment  will  be  based 
upon  a  certification  of  income,  with  spot  checks  sufficient  to  prevent 
abuses.  The  program  will  be  administered  on  an  automated  basis,  using 
the  information  and  technical  experience  of  the  Social  Security  Ad- 
ministration, but,  of  course,  will  be  entirely  separate  from  the  admin- 
istration of  the  social  security  trust  fund. 

The  States  would  be  given  the  option  of  having  the  Federal  Gov- 
ernment handle  the  payment  of  the  State  supplemental  benefits  on  a 
reimbursable  basis,  so  that  they  would  be  spared  their  present  admin- 
istrative burdens  and  so  a  single  check  could  be  sent  to  the  recipient. 
These  simplifications  will  save  money  and  eliminate  indignities;  at 
the  same  time,  welfare  fraud  will  be  detected  and  lawbreakers 
prosecuted. 

6.  This  new  departure  loould  require  a  suhstantial  initial  invest- 
ment.^ hut  will  yield  future  returns  to  the  Nation.  This  transformation 
of  the  welfare  system  will  set  in  motion  forces  that  will  lessen  depen- 
dency rather  than  perpetuate  and  enlarge  it.  A  more  productive  pop- 
ulation adds  to  real  economic  growth  without  inflation.  The  initial 
investment  is  needed  now  to  stop  the  momentum  of  work  to  welfare, 
and  to  start  a  new  momentum  in  the  opposite  direction. 

The  costs  of  welfare  benefits  for  families  with  dependent  children 
have  been  rising  alarmingly  the  past  several  years,  increasing  from 
$1  billion  in  1960  to  an  estimated  $3.3  billion  in  1969,  of  which  $1.8 
billion  is  paid  by  the  Federal  Government,  and  $1.5  billion  is  paid  by 
the  States.  Based  on  current  population  and  income  data,  the  pro- 
posals I  am  making  today  will  increase  Federal  costs  during  the  first 
year  by  an  estimated  $4  billion,  which  includes  $600  million  for  job 
training  and  child  care  centers. 

The  startup  costs  of  lifting  many  people  out  of  dependency  will 
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ultimately  cost  the  taxpayer  far  less  than  the  chronic  costs— in  dollars 
and  in  national  values— of  creating  a  permanent  underclass  in  America. 

From  welfare  to  work 

Since  this  administration  took  office,  members  of  the  Urban  Affairs 
Council,  including  officials  of  the  Department  of  Health,  Education, 
and  Welfare,  the  Department  of  Labor,  the  Office  of  Economic  Oppor- 
tunity, the  Bureau  of  the  Budget,  and  other  key  advisers,  have  been 
working  to  develop  a  coherent,  fresh  approach  to  welfare,  manpower, 
training,  and  revenue  sharing. 

I  have  outlined  our  conclusions  about  an  important  component  of 
this  approach  in  this  message ;  the  Secretary  of  HEW  will  transmit  to 
the  (Jongress  the  proposed  legislation  after  the  summer  recess. 

I  urge  the  Congress  to  begin  its  study  of  these  proposals  promptly 
so  that  laws  can  be  enacted  and  funds  authorized  to  begin  the  new 
system  as  soon  as  possible.  Sound  budgetary  policy  must  be  main- 
tained in  order  to  put  this  plan  into  effect — especially  the  portion  sup- 
plementing the  wages  of  the  working  poor. 

With  the  establishment  of  the  new  approach,  the  Office  of  Economic 
Opportunity  will  concentrate  on  the  important  task  of  finding  new 
ways  of  opening  economic  opportunity  for  those  who  are  able  to  work. 
Rather  than  focusing  on  income  support  activities,  it  must  find  means 
of  providing  opportunities  for  individuals  to  contribute  to  the  full 
extent  of  their  capabilities,  and  of  developing  and  improving  those 
capabilities. 

This  would  be  the  effect  of  the  transformation  of  welfare  into 
"workf  are,"  a  new  work-rewarding  system : 

For  the  first  time,  all  dependent  families  with  children  in  America, 
regardless  of  where  they  live,  would  be  assured  of  minimum  standard 
payments  based  upon  uniform  and  single  eligibility  standards. 

For  the  first  time,  the  more  than  2  million  families  who  make  up 
the  working  poor  would  be  helped  toward  self-sufficiency  and  away 
from  future  welfare  dependency. 

For  the  first  time,  trainino^  and  work  opportunity  with  effective  in- 
centives would  be  given  millions  of  families  who  would  otherwise  be 
locked  into  a  welfare  system  for  generations. 

For  the  first  time,  the  Federal  Government  would  make  a  strong 
contribution  toward  relieving  the  financial  burden  of  welfare  pay- 
ments from  State  governments. 

For  the  first  time,  every  dependent  family  in  America  would  be 
encouraged  to  stay  together,  free  from  economic  pressure  to  split 
apart. 

These  are  far-reaching  effects.  They  cannot  be  purchased  cheaply,  or 
by  piecemeal  efforts.  This  total  reform  looks  in  a  new  direction ;  it 
requires  new  thinking,  a  new  spirit  and  a  fresh  dedication  to  reverse 
the  downhill  course  of  welfare.  In  its  first  year,  more  than  half  the 
families  participating  in  the  program  will  have  one  member  working 
or  training. 

We  have  it  in  our  power  to  raise  the  standard  of  living  and  the 
realizable  hopes  of  millions  of  our  fellow  citizens.  By  providing  an 
equal  chance  at  the  starting  line,  we  can  reinforce  the  traditional 
American  spirit  of  self-reliance  and  self-respect. 

Richard  [N^ixon. 

The  White  House, 

August  11,  1969 


Proposed  benefit  schedule 

APPENDIX 

PROPOSED  BENEFIT  SCHEDULE  (EXCLUDING  ALL  STATE  BENEFITS)  » 


Earned  income  New  benefit     Total! ncome 

0„   $1,600  $1,600 

$500   1,600  2,100 

$1,000   1,460  2,460 

$1,500   1,210  2,710 

$2,000  „   960  2,960 

$2,500   710  3,210 

$3,000   460  3, 460 

$3,500   210  3, 710 

$4,000   0  4, 000 


1  For  a  4-person  family,  with  a  basic  payment  standard  of  $1,600  and  an  earned  income  disregard  of  $720. 
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BACKGROUND  MATERIAL 


I.  The  Present  System 

A.  FAILURES 

The  present  welfare  system  has  been  a  failure;  all  indications  are 
that  its  future  will  be  worse,  not  better.  In  the  last  decade,  the  costs 
of  aid  to  families  with  dependent  children  (AFDC)  have  more  than 
tripled.  The  caseload  has  more  than  doubled. 

Even  more  disturbing  is  the  fact  that  the  proportion  of  persons  on 
AFDC  is  growing.  In  the  past  15  years  the  proportion  of  children 
receiving  assistance  has  doubled — from  30  children  per  1,000  to  about 
60  per  1,000  at  present. 

B.  INEQUITIES 

Serious  inequities  exist  under  AFDC  between  regions  of  the  country, 
between  male-  and  female-headed  fariilies,  and  between  poor  people 
who  w^ork  to  help  themselves  on  the  one  hand  and  the  welfare  poor  on 
the  other  hand. 

Average  benefits  for  a  female-headed  family  of  four  persons  vary 
from  $39  to  $263  a  month. 

Only  24  States  provide  federally  matched  assistance  to  male-headed 
families,  and  this  is  only  done  where  there  is  an  "unemployed  father" 
in  the  house — one  who  works  no  more  than  30  hours  a  week.  In  no 
State  is  there  now  federally  matched  assistance  for  a  male-headed 
family  where  the  father  works  full  time. 

The  present  AFDC  system  encourages  dependency.  The  preferential 
treatment  of  female-headed  families  has  led  to  increased  family  break- 
up. In  1940,  30  percent  of  AFDC  families  had  absent  fathers ;  today  it 
is  over  70  percent. 

II.  The  New  System 

A.  COVERAGE 

The  administration's  proposed  welfare  reform  will  provide  direct 
Federal  payments  to  all  families  with  children  with  incomes  below 
stipulated  amounts. 

The  principal  new  group  made  eligible  for  cash  assistance  under  the 
proposal  is  "working  poor"  families  headed  by  males  employed  full 
time.  The  administration's  proposed  system  would  cover  hoth  "depend- 
ent families,"  defined  as  those  headed  by  a  female  or  an  unemployed 
father,  and  "working  poor"  families,  defined  as  families  headed  by  a 
full-time  employed  male. 

B.  BENEFIT  LEVELS 

1.  Families  loithno  earnings 

The  basic  Federal  benefit  for  a  family  of  four  would  be  $1,600  per 
year,  $500  per  person  for  the  first  two  family  members  and  $300  for 
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each  family  member  thereafter.  A  seven-person  family  with  no  earn- 
ings would  receive  $2,500  per  year. 

2.  Families  with  earnings 

Families  of  four  with  earnings  up  to  $3,920  per  year  would  be  eli- 
gible for  payments.  Families  of  seven  w^ould  be  eligible  up  to  $5,720. 
All  families  would  be  allowed  to  "disregard"  $60  per  month  ($720  per 
year)  as  work-related  expenses — ^transportation,  meals,  clothing.  Bene- 
fits would  be  reduced  by  50  percent  as  earnings  increase  above  $720 
per  year. 

C.  AN  EXAMPLE 

A  family  of  four  with  earnings  of  $2,000  would  be  entitled  to  dis- 
regard the  first  S720  in  earnings. 

Subtracting  $720  from  $2,000,  the  remainder  is  $1,280.  Fifty  percent 
of  this  amount  ($640)  is  subtracted  from  the  family's  entitlement  for 
benefits,  which  is  $1,600.  The  remainder  ($960)  is  added  to  the  family's 
earnings  of  $2,000.  Its  total  income,  therefore,  would  be  $2,960.  (See 
chart  II.) 

A  family  of  seven,  with  $2,000  in  income,  using  the  same  arithmetic, 
would  be  entitled  to  benefits  of  $1,860  for  a  total  income  of  $3,860. 

D.  STATE  SUPPLEMENTAL  BENEFITS 

In  order  that  present  benefit  levels  not  be  reduced  for  families  aided 
under  the  existino^  AFDC  program,  the  new  system  would  require  the 
continuation  of  State  benefits  equal  to  the  difference  between  the  pro- 
posed Federal  minimum  and  a  State's  present  benefit  level.  All  States, 
however,  w^ould  receive  fiscal  relief  under  the  proposed  welfare 
program. 

States  would  not  be  required  to  supplement  "working  poor"  families. 

E.  THE  WORK  REQUIREMENT 

A  basic  element  of  the  administration's  welfare  reform  program  is 
its  emphasis  on  work,  both  a  strong  work  requirement  and  the  provi- 
sion of  incentives  throughout  the  system  for  training  and  employment. 
(See  chart  yi.) 

All  applicants  for  benefits  who  are  not  working  are  required  to 
register  with  the  Employment  Service. 

Employable  recipients  must  accept  training  or  employment  or  lose 
their  portion  of  the  family's  benefit. 

F.  TRAINING  AND  DAY  CARE 

To  insure  that  employable  recipients  become  self-sufficient,  the  ad- 
ministration's program  provides  a  substantial  increase  in  training  op- 
portunities and  child  care  ser\dces.  Training  opportunities  will  be  pro- 
vided for  an  additional  150,000  welfare  mothers.  Cliild  care  services 
will  be  provided  for  an  additional  450,000  children  in  families  headed 
by  welfare  mothers. 

G.  ADMINISTRATION 

Another  important  feature  of  the  administration's  welfare  reform 
program  is  the  national  administration  of  the  basic  Federal  benefit 
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for  families.  It  is  proposed  that  the  administration  of  the  system  be 
assigned  to  the  Social  Security  Administration  in  the  Department  of 
Health,  Education  and  Welfare.  The  administration  of  the  new  system 
by  the  Social  Security  Administration  would  be  handled  entirely  sepa- 
rate from  its  responsibility  for  the  wage-related  contributory  OASDI 
programs. 

III.  Cost  or  the  Program 

The  estimated  cost  in  the  first  full  year  of  operation  of  the  proposed 
welfare  reform  program  is  $4  billion.  This  is  additional  to  present 
Federal  spending  for  public  assistance,  estimated  at  $4.20  billion  in 
fiscal  year  1970. 

Major  cost  components  of  the  program  are : 

Billion 


1.  Benefits  to  families.-.  $2.  5 

2.  Adult  mininmin  standards   .  4 

3.  Training  and  day  care  to  provide  additional  work  opportunities  for 

cash  assistance  receipts  .   .  6 

3.  Other:  Administration,  effects  on  other  programs,  fiscal  relief  to  States, 

and  adjustments  for  lagged  income  reporting   .  5 


Total   4.0 


A.  BENEFITS  TO  FAMILIES 

The  estimate  above  of  $2.5  billion  in  additional  spending  for  benefits 
to  families  is  based  on  an  inter-agency  analysis  of  data  from  the  OEO 
Survey  of  Economic  Opportunity.  The  economic  model  for  deriving 
this  estimate  uses  data  on  14,000  low  income  families  and  current  re- 
search findings. 

B.  ADULT  MINIMUM  STANDARD 

The  administration's  welfare  reform  program  also  establishes  a  Fed- 
eral minimum  payment  level  of  $65  per  month  for  the  three  adult 
public  assistance  categories  (aid  for  the  blind,  the  disabled  and  the 
aged)  and  provides  for  the  administrative  combination  of  these 
programs. 

Under  this  proposal,  the  Federal  Government  pays  100  percent  of 
the  first  $50 ;  50  percent  of  the  next  $15 ;  and  25  percent  thereafter. 
Fiscal  relief  for  State  and  local  governments  as  a  result  of  this  Federal 
minimum  for  the  adult  categories  is  $400  million. 

C.  TRAINING  AND  CHILD  CARE 

The  total  cost  for  training  an  additional  150,000  welfare  mothers 
and  providing  child  care  services  for  an  additional  450,000  children  is 
$623  million. 


SUMMARY  OF  ADDED  TRAINING  AND  CHILD  CARE  COSTS  AND  ENROLLMENTS 


Persons 
served 
(thousands) 

Unit 
cost 

Total 
cost 
(millions) 

Training  

Child  care  

  150 

  150 

  450 

  75 

$1,110 
180 
858 
600 

$165 
27 

386 
45 

Total....  

623 
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IV.  Fiscal  Relief  to  State  and  Local  Governments 

A.  UNDER  THE  NEW  WELFARE  PLAN 

Under  the  administration's  proposed  welfare  reform  program,  all 
States  receive  fiscal  relief.  Each  State  is  required  to  spend  at  least  50 
percent  of  the  amount  spent  in  the  base  year  for  the  present  public 
assistance  programs.  No  State,  however,  is  required  to  spend  more  than 
90  percent  of  expenditures  in  the  base  year  for  the  four  categories. 

B.  REVENUE  SHARING 

State  and  local  governments  are  also  aided  under  the  administra- 
tion's proposed  revenue  sharing  program.  The  first  full  year  effect  of 
revenue  sharing  is  $1  billion.  The  amount  of  revenue  sharing  increases 
annually  in  five  steps  thereafter. 

C.    COMBINED   IMPACT   OF   WELFARE   REFORM   PROPOSAL   AND  REVENUE 

SHARING 

Combining  the  welfare  reform  and  revenue  sharing  proposals,  $5 
billion  in  new  first-year  funds  is  distributed  as  follows : 

Billion 

Cash  assistance  benefits  for  the  poor  $2.2 

Fiscal  relief  for  State  and  local  governments   1. 7 

Additional  training  and  day  care   .  6 

Other   .5 

Total  „   6.0 

The  table  attached  provides  State-by-State  data  on  fiscal  relief  under 
both  the  administration's  proposed  welfare  and  revenue  sharing  re- 
forms in  their  first  full  year  of  effect. 

TABLE  1.— IMPACT  ON  STATE  AND  LOCAL  GOVERNMENTS  OF  WELFARE  REFORM  AND  REVENUE  SHARING  (FIRST 

FULL-YEAR  EFFECT) 


State 


Revenue 
sharing 


Fiscal 
relief 
under 
welfare 
reform 


Alabama.   16. 

Alaska   1. 

Arizona   10, 

Arkansas   9. 

California   112. 

Colorado   11. 

Connecticut   12. 

Delaware..   2. 

District  of  Columbia   3. 

Florida   30. 

Georgia   20. 

Hawaii   4. 

Idaho   4. 

Illinois   44. 

Indiana   24. 

Iowa   14. 

Kansas   12. 

Kentucky   14. 

Louisiana   20. 

Maine   5. 

Maryland   18. 

Massachusetts   29. 

Michigan   40. 

Minnesota.   21. 

Mississippi   12. 

Missouri.--   20. 


11.9 
1.0 
3.4 
6.2 
179.5 

13.0 


1, 
4, 
8 

12. 

3, 

1, 
49.6 

5.0 

7.0 

6.6 
10.6 
18.9 

2.0 
14.4 
30.1 
35.5 

9.3 
.9 
18.3 


Total 


28.0 
2.2 
13.5 
15.7 
292.0 
24.6 
21.6 
4.0 
7.5 
39.3 
33.3 
8.1 
5.0 
94.1 
29.2 
21.6 
18.7 
25.4 
39.2 
7.1 
32.5 
59.7 
76.3 
37.8 
13.5 
38.7 


State 


Revenue 
sharing 


Fiscal 
relief 
under 
welfare 
reform 


Total 


Montana   3.9  1.4  5.3 

Nebraska   6.6  3.4  10.0 

Nevada   2.5  .9  3.4 

New  Hampshire   3.1  .9  4.0 

New  Jersey   31.1  25.2  56.3 

New  Mexico   5.7  3.2  8.9 

New  York   117.1  43.9  161.0 

North  Carolina   24.2  10.4  34.6 

North  Dakota   3.5  .4  3.9 

Ohio.   41.2  32.0  73.2 

Oklahoma   12.6  19.3  31.9 

Oregon   10.4  6.1  16.5 

Pennsylvania   53.3  43.2  96.5 

Rhode  Island   4.3  5.2  9.5 

South  Carolina   12.1  2.2  14,3 

South  Dakota   3,9  1.2  5,1 

Tennessee   18,1  8.6  26,7 

Texas   47,4  25,1  72,8 

Utah   5.7  2.9  8,6 

Vermont   2.4  1.2  3.6 

Virginia   20.4  4.7  25.1 

Washington   16.2  13.6  29.8 

West  Virginia   9.0  4  5  13,5 

Wisconsin   24,2  12.4  36.6 

Wyoming   2,1  .9  3.0 

Total   1,000.0  735.8  1,735.8 


O 


Written  Statements  Submitted  by- 
Administration  Witnesses  Appear- 
ing Before  the  Committee  on  Ways 
and  I-feans  at  Hearings  on  Social 
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Committee  Print,  Committee  on 
Ways  and  Ifeans,  !)•  S,  House  of 
Representatives • 


91st  Congress! 
1st  Session  / 


COMMITTEE  ON  WAYS  AND  MEANS 
U.S.  HOUSE  OF  REPRESENTATIVES 


Written  Statements  Submitted  by 
Administration  Witnesses 

appearing  before  the 

COMMITTEE  ON  WAYS  AND  MEANS 

AT  HEARINGS  ON 

SOCIAL  SECURITY  AND  WELFARE 
PROPOSALS 

BEGINNING  ON  OCTOBER  15,  1969 


Note  :  These  statements  have  been  reproduced  so  as  to  make  them 
generally  available  for  the  convenience  of  the  interested 
public.  This  document  is  not  to  be  construed  as  the  state- 
ment of  the  Committee  on  Ways  and  Means  or  any  Member 
thereof.  This  pamphlet  does  not  include  any  interrogation 
by  the  Members  of  the  Committee,  and  is  strictly  the  unre- 
vised  prepared  direct  statements  of  the  Administration 
witnesses. 


COMMITTEE  ON  WAYS  AND  MEANS 


WILBUR  D.  MILLS,  Arkansas,  Chairman 


HALE  BOGGS,  Louisiana 
JOHN  C.  WATTS,  Kentucky 
AL  ULLMAN,  Oregon 
JAMES  A.  BURKE,  Massacliusetts 
MARTHA  W.  GRIFFITHS,  Michigan 
DAN  ROSTENKOWSKI,  Illinois 
PHIL  M.  LANDRUM,  Georgia 
CHARLES  A.  VANIK,  Ohio 
RICHARD  H.  FULTON,  Tennessee 
JACOB  H.  GILBERT,  New  York 
OMAR  BURLESON,  Texas 
JAMES  C.  CORMAN,  California 
WILLIAM  J.  GREEN,  Pennsylvania 
SAM  M.  GIBBONS,  Florida 


JOHN  W.  BYRNES,  Wisconsin 

JAMES  B.  UTT,  California 

JACKSON  E.  BETTS,  Ohio 

HERMAN  T.  SCHNEEBELI,  Pennsylvania 

HAROLD  R.  COLLIER,  Illinois 

JOEL  T.  BROYHILL,  Virginia 

BARBER  B.  CONABLE,  Jr.,  New  York 

GEORGE  BUSH,  Texas 

ROGERS  C.  B.  MORTON,  Maryland 

CHARLES  E.  CHAMBERLAIN,  Michigan 


John  M.  Martin,  Jr.,  Chief  Counsel 
J.  P.  Baker,  Assistant  Chief  Counsel 
Richard  C.  Wilbur,,  Minority  Counsel 


(II) 


CONTENTS 


1.  statement  of  Hon.  Robert  H.  Finch,  Secretary  of  Health,  Education,  Page 

and  Welfare,  Oct.  15,  1969   1 

2.  Statement  of  Hon.  George  Shultz,  Secretary  of  Labor,  October  16, 

1969    39 

3.  Social  Security  Charts — 1969  Legislative  Recommendations,  submitted 

by  the  Department  of  Health,  Education,  and  Welfare,  October  15, 

1969    67 


(III) 


statement 

Robert  H.  Finch 
Secretary  of  Health,  Education,  and  Welfare 
before  the 
Committee  on  Ways  and  Means 
U.  S.  House  of  Representatives 
Wednesday,  October  15,  1969,  10  AM 

Mr.  Chairman  and  Members  of  the  Committee: 

I  am  pleased  to  testify  before  your  CcMmiittee  today.    I  know  of 
the  outstanding  performance  of  this  Committee  during  the  past  34  years 
in  connection  with  social  security  legislation.    And  I  have  had  the 
opportunity  to  observe  the  excellent  working  relationship  that  exists 
between  the  C<»iiaittee  and  the  Department  of  Health,  Education,  and 
Welfare. 

Over  the  past  several  months,  many  of  us  in  the  Department  of 
Health,  Education,  and  Welfare  have  devoted  much  of  our  time  and 
efforts  to  the  subject  areas  covered      the  Social  Security  Act. 

My  presentation  is  not  a  definitive  statement  on  the  Social 
Security  Act,  but  rather  is  an  attempt  to  deliver  an  overall  view  of 
the  Administration's  position  on  necessary  reforms. 

President  Nixon  has  sent  several  Messages  to  the  Congress  this 
year  reconmending  amendments  to  the  Social  Security  Act.    The  emphasis 
of  these  proposals  is  three-pronged J  first  and  principally  on  jobs,  sec- 
ond on  an  assured  inccxne  growing  out  of  social  security  and  unemployment 
insurance  vrfien  the  worker's  income  is  cut  off,  and  finally  on  a  supporting 
work-oriented  family  assistance  program.    These  amendments  propose:  —  a 
sweeping  and  much-needed  reform  of  assistance  programs  that  aid  families 
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with  children  —  changes  in  the  assistance  programs  for  the  needy 
adults  who  are  old,  blind,  or  disabled  —  increased  social  security- 
cash  benefits  —  a  system  for  automatically  guaranteeing  that  the 
purchasing  power  of  social  secxirity  benefits  will  be  kept  up  to  date  with 
future  increases  in  prices  —  broadened  protection  by  social  insurance 
programs  —  a  restoration  of  the  actuarial  balance  of  the  hospital 
insurance  trust  fund. 

The  new  Family  Assistance  Plaui  recognizes  that  everyone  who  can  do 
so  should  have  the  opportunity  to  work  and  support  hinaself  and  his 
family.    The  program  provides  for  greatly  expanded  training  opportunities, 
expanded  facilities  for  children  of  working  mothers,  and  greatly  increased 
work  incentives  within  the  design  of  the  assistance  program  itself. 

Registration  for  work  and  training  is  a  key  part  of  the  new 
approach,  but  even  more  important  is  the  emj^iasis  upon  expanded  opportunities 
for  the  individual.    We  do  not  want  to  continue  a  situation  in  which 
large  numbers  of  people  have  little  choice  but  to  rely  solely  upon 
assistance  payments  for  the  support  of  their  families.    We  want  rather  to 
develop  a  system  which  gives  people  the  opportunity  and  incentive  to 
become  independent  and  self-supporting. 

We  believe  too,  that  to  the  extent  possible  we  should  prevent  need 
through  social  insurance  rather  than  rely  upon  an  assistance  program  to 
meet  need  after  it  has  arisen.    The  worker  should  have  the  opportunity, 
as  he  works,  to  earn  protection  against  the  possible  loss  of  his  earnings, 
■^his  is  the  function  of  social  security  and  unemployment  insurance  —  to 
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give  the  worker  and  his  family  basic  security  against  the  loss  of  earned 
income  arising  because  of  unemployment,  disability,  old  age,  or  death. 
Thus,  the  Administration's  proposals  in  the  areas  of  unemployment 
insurance  and  social  security  are  complementary  to  our  recomnendations  in 
the  welfare  area. 

Medicare,  Medicaid  and  maternal  and  child  health  programs  are 
designed  to  help  meet  the  medical  needs  and  expenses  of  older  people 
and  those  with  low  incomes  and  therefore  are  supplements  to  our  income 
support  program.    We  are  proposing  a  number  of  changes  in  these  prograuns 
which  we  feel  will  be  the  beginning  of  the  control  of  rising  costs  in 
these  programs. 

Mr.  Chairman,  each  of  these  proposals  should  be  understood  in 
context  as  well  as  individually.    Therefore,  I  will  give  an  overview  of 
each  of  the  proposals,  after  ^rtiich  other  officials  of  the  Department 
will  present  a  more  indepth  analysis  of  each  proposal. 

I  will  first  examine  the  urgently  needed  Family  Assistance  Program, 
then  comment  on  social  services,  proceed  to  the  social  security  amend- 
ments, and  then  finish  my  formal  statement  with  a  discussion  of 
rising  health  costs  and  the  immediate  steps  we  are  teiking  within 
the  De{>artment. 
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The  Family  Assistance  Act  of  1969 

Mr.  Chairman,  I  vrelcome  this  opportunity  to  discuss  H.R.  14173, 
the  Family  Assistance  Act  of  1969. 

This  measure  is  the  product  of  months  of  intensive  study,  beginning 
even  before  the  inauguration  vdth  the  President's  Transition  Task  Force. 
After  analyzing  many  proposals  offered  by  recognized  experts  within  and 
%#ithout  the  Federal  Government,  we  have  concluded  that  a  radical  reform 
of  the  structure  of  welfare  is  needed. 

We  sought,  in  designing  the  Family  Assistance  Plan,  to  identif^r 
and  deal  directly  with  the  most  pressing  problems  facing  public  welfare 
today.    While  it  is  a  far-reaching  and  f\indamental  reform  of  public 
welfare,  the  Family  Assistance  Plan  is  a  practical  and  pragmatic 
program.    It  is  neither  a  universal  income  maintenance  system,  vrtiich  we 
cannot  afford  at  the  present  time,  nor  a  gtiaranteed  annual  incane,  which 
we  feel  could  undermine  an  individual's  motivation  and  rewards  for  work. 

This  problem  solving  approach,  rather  than  a  theoretical  approach, 
highlighted  the  following  key  areas  which  needed  insnediate  solution 
and  redirection: 

1.  The  gross  inequities  that  existed  between  categories  of  persons 
equally  in  need  under  the  present  welfare  system; 

2.  The  gross  inequities  from  State  to  State; 

3.  The  increasingly  complex  and  controversial  management  crisis 
in  welfare;  and 

4.  The  economic  incentives  \rtiich,  in  the  present  system,  weigh 

more  in  favor  of  continued  dependency  and  family  break-up  than  the  reverse. 
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The  program  we  support  is  directed  tovrard  helping  needy  people 
to  help  themselves  through  work  incentives  and  work  requirements  bolstered 
by  expanded  training  and  dayMjare  opportunities,  toward  an  elimination 
of  the  family  break-up  incentive,  and  towaa^d  the  establishment  of 
National  minimum  payment  and  eligibility  standards.    It  would  do 
these  things  in  a  way  that  will  not  further  add  to  State  fiscal  burdens. 

Public  Assistance  Today 

In  June  1969,  a  total  of  10.2  million  persons  received  public 
assistance  from  Federal,  State  and  local  funds.    Of  these,  somevrtiat  less 
than  800,000  were  recipients  of  general  assistance  in  which  the  Federal 
Government  played  no  part.    Among  the  9.4  million  persons  receiving  add 
under  Federally  aided  programs,  slightly  less  than  l/3  were  the  adult 
categories—the  aged,  blind,  the  disabled — and  nearly  6.6  million 
persons — over  2/3 — were  recipients  under  the  program  of  Aid  to  Families 
with  Dependent  Children. 

The  Adult  Categories 
In  the  adult  categories  the  situation  is  a  relatively  stable  one, 
with  the  caseload  increasing  by  about  only  3.5  percent  in  the  last  year. 
Slightly  over  2  million  needy  aged  persons  received  assistance  in  June, 
an  increase  of  only  17,000  over  the  preceding  year.    Their  payments 
averaged  $70.55  ^  month.    However,  nearly  60  percent  of  these  persons 
also  received  social  security  benefits  so  that  their  total  incomes  were 
significantly  higher  than  assistance  payments  alone.    Old-Age  Assistance 
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(OAA)  recipients  caistituted  10.4  percent  of  the  persons  in  the  country 
over  age  65.    However,  this  proportion  varied  widely.    It  was  2,7  percent 
in  Connect icut_ and  40.7  percent  in  Louisiana. 

The  caseload  of  blind  recipients  has  been  consistently  about  30,000 
persons  during  the  past  year.    The  permanently  and  totally  disabled 
numbered  755,000  in  June,  an  increase  of  85,000  over  a  year  ago.  Among 
the  blind  and  disabled,  about  20  percent  also  have  socisil  security 
benefits. 

In  view  of  the  relatively  stable  caseloads  in  the  adult  programs, 
W5  felt  that  the  major  problems  which  they  present  are  very  low  benefits 
in  some  States  (less  than  $39.40  a  month  under  OAA  in  Mississippi  in 
June  1969,  ranging  up  to  $116,25  in  New  Hampshire)  and  differences  in 
eligibility  requirements  among  the  various  States, 

We  propose  to  continue  as  a  Federal-State  program  a  combined  progrfim 
for  needy,  aged,  blind,  and  disabled  persons.    We  propose,  however,  to 
establish  for  the  first  time  a  Federal  floor— $90  a  month-^f  income 
and  assistance  which  would  be  assured  to  adult  recipients  in  any  State. 
This  new  Federal  floor  would  act  to  raise  benefits  for  about  1/3  of  the 
present  OAA  recipients,  or  about  670,000  persons,  and  would  push  up 
benefit  levels  in  the  13  lowest  payment  States,  plus  the  District  of 
Columbia,    The  $90  floor,  when  aggregated  on  a  yearly  basis  for  an 
aged  couple,  ccxoes  to  $2|60,  an  amoxint  which  is  actually  slightly  above 
the  poverty  line  of  $2100  for  an  aged  couple  as  that  line  has  recently 
been  redefined  for  1968, 
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We  make  this  proposal  for  a  Federally  established  income  floor 
for  the  adult  categories  in  recognition  of  the  fact  that  neither  work 
incentives  nor  family  stability  incentives  are  the  answer  to  the 
dependency  of  these  people.    We  must  do  what  we  can  through  social  and 
rehabilitation  services  to  bolster  self-support  and  self -care  capacity 
among  these  recipients,  but  in  the  last  analysis  it  must  be  our 
obligation  to  move  toward  an  adequate  level  of  incsMne  support  for  the 
aged,  blind  and  disabled.    Adequate  income  support  i^ere  it  is  necessary 
is  one  of  the  measurements  of  a  just  and  hximane  civilizatiDn. 

We  further  propose  to  make  uniform  the  definitions  of  resources, 
used  in  detennining  family  eligibility  under  the  program.  Certain 
options  for  administration  of  these  payments  are  also  opened  up  to 
harmonize  this  system  with  the  Family  Assistance  Plan,  and  those  options 
will  be  discussed  later. 

In  order  to  make  these  reforms  possible  we  are  proposing  a 
liberalized  formula  for  Federal  financial  participation  under  which  the 
Federal  Government  would  provide  an  average  of  $50  per  month  to 
recipients,  half  of  the  next  $15,  and  1/4  of  additional  amounts.  The 
formula  for  Federal  participation  would,  of  course,  apply  only  to 
payments  actually  made.    This  would  provide  substantial  fiscal  relief 
to  most  States. 
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Most  of  the  controversy  around  welfare  programs  centers  around  the 
program  called  AFDC— Aid  to  Families  with  Dependent  Children.    In  this 
program  costs  have  more  than  tripled  since  196O  to  an  estinated  total 
of  more  than  k  billion  dollars  in  this  fiscal  year.    Tte  Federal  Govern- 
Bent  will  pay  about  half  of  this  cost.    During  the  sane  period,  the 
number  of  recipients  has  more  than  doubled  to  a  present  total  of  noare 
than  6.5  millions. 

The  rate  of  growth  has  been  alarming  and  verging  recently  on  the 
catastrophic.    It  took  15  years  for  AFDC  payments  to  reach  the  half 
billion  dollar  mark,  and  another  ten  years  to  br^k  a  billion.  But 
wlat  took  fr<MB  1935  to  i960  was  duplicated  in  the  short  period  from 
19^  to  1967  when  another  billion  dollars  was  added  to  payments.  And 
in  the  next  year  alone  payments  soared  by  a  ialf  billion  dollars. 

Even  more  disturbing  is  the  fact  that  the  proportion  of  persons 
on  AFDC  is  growing.    In  1955,  30  children  out  of  each  thousand  received 
aid.    In  June  more  than  60  children  out  of  ^ch  thousand  received  aid. 
In  studying  the  program,  our  estiisites  indicated  that  by  the  fiscal  year 
1975  >  costs  would  again  double  and  nusibers  of  persons  increase  by  another 
50-60  percent. 

In  spite  of  its  growth  and  its  cost,  the  program  is  beset  by  in- 
equities.   Children  of  a  parent  who  lots  died,  is  incapacitated,  or  is 
absent  from  the  hcuse,  are  eligible  in  all  States.    Those  with  an  unem- 
ployed father  are  eligible  in  about  half  the  States.    Those  with  a  father 
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employed  full-tim©  are  not  eligible  in  any  State,    Thus  a  premium  is 
placed  on  a  home  breaking  up  and  an  incentive  exists  for  the  breadwinner 
to  leave. 

Many  fathers  work  full  time  but  still  d©  not  earn  as  much  as  is 
available  to  families  on  welf au^  who  may  live  nearby.    The  discontent  of 
the  working  jK>or  is  understs^dable        destructive  t©  the  fabric  of 
our  society.    The  exclusion  of  the  working  poor  is  also  the  central 
structural  defect  of  th©  system  sinQQ  it  is  what  creates  the  f^dly 
breakup  incentive  and  uMemines  the  rewards  of  work.    This  exclusion 
also  has  begun  to  take  on  minous   and  socially  polarizing  racial 
overtones 3  for  AFDC  recipients— those  who  are  helped— ^e  about  50  percent 
nonvrtiite  while  the  working  poor— those  who  are  excluded— are  70  percent 
white. 

The  State»to°6tate  inequities  which  I  described  with  resi^ct  to 
the  adult  programs  are  magnified  in  the  AFDC  program.    In  June,  a 
recipient  in  Mississippi  averaged  $10.20  per  month.    In  New  Jersey ^ 
recipients  got  an  average  of  $66.40.    In  Indiiuia^  22  children  out  of 
each  thousand  received  aid.    In  New  York,  iO?  children  out  of  each 
thousand  were  helped. 

In  sum,  in  spite  of  the  size  of  the  effort,  AFIX;  has  engendered 
bitterness  and  resentment. 

The  poor  i»*io  receive  it  have  organized  to  fight  those  who 
administer  it. 

Many  poor  who  are  eligible  continue  to  deprive  themselves  rather 
than  submit  to  its  indignities. 
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The  middle  class,  far  removed  fr<»i  the  need  for  welfare  and  the  | 
people  who  receive  it,  is  angry  both  at  the  cost  in  taxes  and  at  the  | 
behavior  attributed  to  some  welfare  recipients. 

I 

The  large  cities  resent  the  flow  of  poor  people  fr<Mi  rural  areas 

where  welfare  benefits  are  often  inhumanely  low,  ] 

i 

State  governments,  staggered  by  the  fiscal  impact,  cry  out  for  \ 
relief.  j 

Against  this  background,  we  concluded  that  major  structural  reform  ■ 
was  necessary  to  correct,  insofar  as  possible,  the  inequities  of  the  i 
old  system.    The  first  priority  of  the  Family  Assistance  Plan  has  been 
to  remove,  or  at  least  minimize  the  disincentives  and  inequities  of 
present  welfare  policies.    It  is  designed  to  strengthen  family  life  and  ^ 
to  provide  strong  and  effective  incentives  for  employment.  This 
strategy  may  not  pay  off  immediately,  but  xinless  this  investment  is  I 
made  now,  fundamental  reform  will  be  even  more  expensive  in  the  future.  ' 

The  Family  Assistance  Plan  also  provides  some  fiscal  relief  for  j 
hard-pressed  States  and  at  the  same  time  raises  benefit  levels  for  j 
recipients  in  those  areas  where  they  are  lowest.    But  these  goals,  it 
must  be  said,  cannot  be  our  first  priority  at  the  present  time.  There 
are  others  who  would  invest  more  of  our  available  resoiirces  in  benefit 
increases  or  in  a  federeLLization  of  the  program  designed  to  provide 
maximum  fiscal  relief  to  the  States.    These  are  not  easy  priorities  to 
weigh  and  balance,  but  we  have  concluded  that — while  those  other  approaches 
might  be  politically  more  popular  in  many  respects — ^they  only  pova*  more 
Federal  money  into  a  system  doomed  to  failure.    The  system  must  be 
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clwigedj  not  just  its  payment  levels  or  the  division  of  labor  between 
the  Federal  and  State  governments  within  it. 

The  Family  Assistance  Plan 

1,    Help  for  the  Working  Poor 

We  propose  to  replace  the  present  AFDC  program  with  a  new  program, 
"The  Family  Assistance  Plan^"  which  WDiild  provide  direct  Federal  payments 
to  all  needy  families  with  children «    Unlike  the  present  program  of  Aid 
to  Families  with  Dependent  Children,  the  new  plan  ^vld  for  the  first 
time  provide  Federal  benefit  payments  for  families  headed  by  full-time 
male  workers  as  well  as  for  families  headed  by  a  mother  or  an  vmemployed 
father.    No  State  today  provides  assistance  under  AFDC  for  a  family 
headed  by  a  father  who  is  working  full  time— even  though  the  family  may 
be  living  in  poverty.    This  is  the  group  of  some  2  to  3  million  f^dlies 
which  we  call  "the  working  poor."    A  few  States  have  already  undertaken 
this  structural  reform  on  their  own  initiative  by  providing  help  through 
their  general  assistance  programs  to  some  or  all  of  the  working  poor. 

The  Federal  benefits  would  also  be  provided  throughout  the  Nation 
to  families  headed  by  unemployed  fathers.    Today  such  assistance  is 
available  in  only  25  of  54  jurisdictions.    Eligibility  of  the  working 
poor  for  assistance  and  a  nationwide  program  for  faanilies  headed  by  an 
unemployed  father  are  the  critical  steps  toward  eliminating  the  harshest 
inequities  of  the  present  system.    Without  including  the  working  poor, 
fundamental  improvement  of  the  work  and  family  stability  incentives  is 
impossible. 
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2.  The  Family  Unit 

As  indicated  by  the  term  "family  assistance,"  the  new  program  is 
based  upon  the  existence  of  a  family  unit.    The  presence  of  a  child  in 
the  household  is,  therefore,  the  key  to  eligibility  in  this  proposal. 
When  a  family  meets  inc<Mne  and  resources  tests,  payments  under  the  plan 
would  be  made  for  all  members  vrtio  are  related  by  blood,  maurriage,  or 
adoption,  as  long  as  there  is  at  least  one  family  member  ti^o  is  under  age 
18,  or  under  21  if  regularly  attending  school. 

3.  Treatment  of  Resources 

Under  the  present  public  assistance  programs,  families  with 
substantial  resources  are  not  eligible  for  payments  because  they  could 
become  at  least  temporarily  self-supporting       converting  all  or  part  of 
their  resources  into  cash  or  income-producing  property.    This  concept 
and  rationale  is  retained  in  K.R.  14173.    Families  with  more  than  $1500 
in  resources  other  than  their  homes,  household  goods,  personaJ.  effects, 
and  other  property  essential  to  their  means  of  self-support,  are  not 
eligible  for  assistance  payments  under  this  proposal. 

4.  Basic  Amount  of  Payment 

The  basic  yearly  Federal  payment  for  an  eligible  family  would  be 
at  the  rate  of  $500  a  person  for  the  first  2  family  members  and  $300  for 
each  additional  member,  less  vrtiatever  nonexcluded  income  the  family  has. 
This  would  establish  a  Federal  income  floor  of  $1600  per  year  for  a 
family  of  four  with  no  other  income. 
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5.  Treatment  of  Income 

Generally,  assistance  benefits  would  be  reduced  $1  for  each  $2  of 
earned  or  unearned  inccaae  that  the  family  has.    This  kind  of  offset 
would  provide  an  incentive  for  the  family  to  work  and  increase  its 
earnings.    The  treatment  of  unearned  incc^e  on  the  same  basis  as  earned 
income  eliminates  an  im^rtant  inequity  in  the  present  law.    Under  AFDC, 
since  unearned  income  is  offset  dollar  for  dollar  against  benefits, 
while  benefits  are  reduced  by  $?  cents  for  a  dollar  of  earned  income  (after 
the  first  $30  per  month  of  earnings  which  are  completely  excluded),  families 
with  the  same  incomes  are  treated  very  differently  in  terms  of  eligibility 
and  amount  of  benefits  depending  on  the  source  of  their  income, 

6.  Incentives  to  Work 

As  an  additional  v«>rk  incentive,  and  to  cover  the  costs  of  going  to 
work,  the  first  $180  of  earnings  in  a  calendar  quarter  ($720  a  year)  would 
be  completely  excluded  or  disregarded  in  determining  the  amount  of 
payments  for  a  family.    An  example  might  be  useful  at  this  point ~suppose 
a  faunily  of  four  had  earnings  of  $2000  a  year.    The  family  would  first 
be  allowed  to  disregard  $720.    Then  50  percent  of  the  remaining  $1280 
of  esumings  would  be  disregarded.    The  family's  payment  of  $1600  would 
then  be  reduced  by  the  nondisregarded  earnings  of  $640  (50  percent  of 
$1280),  giving  the  family  assistance  payment  of  $960  and — combined  with 
the  earnings  of  $2000 — a  total  income  of  $2960. 

There  would  not  be  a  reduction  in  the  amount  of  payments  for  the 
value  of  food  stamps  and  other  public  assistance  or  private  charity. 
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7.    Families  Helped  to  Become  Self-Sufficient 

The  new  system  is  designed  to  fulfill  the  mandate  of  the  President 
that  government  has  "no  less  of  an  obligation  to  the  working  poor  than 
to  the  nonworking  poor;  and  for  the  first  time,  benefits  would  be 
scaled  in  such  a  way  that  it  would  always  pay  to  work." 

But  the  built-in  guarantee  that  p>eople  would  always  be  better  off 
by  working  would  be  bolstered  ty  strong  work  requirements  in  the  system 
itself.    Members  of  families  that  apply  for  assistance  payments  under  the 
plan  would  be  required  to  register  for  employment  or  training  with  the 
local  public  employment  office  and  to  accept  a  training  or  suitable  job 
opportunity  when  offered.    Failure  to  register  or  accept  such  a  job  or 
training  opportunity  would  result  in  termination  of  the  individual's 
benefits.    All  able-bodied  adult  family  members  would  be  subject  to 
these  provisions,  with  certain  defined  exceptions  of  which  the  major  ones 
involve  exemptions  for  mothers  with  children  under  six  years  of  age  and 
for  other  mothers  vdiere  the  father  is  present  in  the  home  as  the  primary 
worker. 

The  rationale  for  these  provisions  is  well  known  to  this  Committee, 
which  initiated  similar  requirements  as  pajrb  of  the  196?  amendments  to 
the  Social  Security  Act.    It  was  well  stated  in  the  President's  Message 
to  the  Congress  on  August  11: 
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"..^there  may  be  some  yiho  fail  to  seek  or  accept  work,  even 
with  the  strong  incentives  and  training  opportunities  that 
will  be  provided.    It  woiild  not  be  fair  to  those  ^o 
%d.llingly  work,  or  to  all  taxpayers,  to  allow  others  to 
choose  idleness  ^en  opportunity  is  available.    Thus,  they 
must  accept  training  opportunities  and  jobs  when  offered,  or 
give  up  their  right  to  the  new  payments  for  themselves.  No 
able-bodied  person  will  have  a  "free  ride"  in  a  nation  that 
provides  opportunities  for  training  and  work." 

To  make  these  work  incentives  and  requirements  effective,  we  are 

seeking  a  major  expansion  of  car  job  training,  employment  and  child  care 

programs.    Family  members  referred  for  training  and  accepted  in  a  program 

will  receive  a  monthly  training  allowance  of  $30  in  addition  to  their 

family  assistance  benefits  and  supplementary  State  payments,  or  the 

normal  manpower  training  allovrauice  in  lieu  of  these  if  it  is  higher. 

Over  $600  million  is  being  requested  for  these  elements,  of  which  $386 

million  is  for  the  child  care  component,  and  we  will  be  joining  *dth  the 

Department  of  Labor  in  a  new  interdepeurtmental  mechanism  to  make  these 

programs  do  the  job. 

8,    Child  Care 

The  provisions  for  child  care  and  supportive  services  under 
H.R.  14173  are  an  essential  supporting  element  in  our  efforts  to  make 
it  possible  for  welfare  recipients  to  obtain  training  ^d  employment. 
It  is  an  established  fact  that  inadequate  care  of  the  children  of  a 
trainee  or  employee  can  result  in  the  early  withdrawal  of  that  person 
from  the  labor  market,  and  the  absence  of  child  care  can  often  mean 
no  initial  participation.    Past  experiences  in  programs  sponsored  by 
the  Labor  Department  and  the  Office  of  Econcanic  Opportunity  have 
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demonstrated  the  difficulties  of  lack  of  day  care.    Particularly  tragic 
have  been  the  cases  in  vfhich  women  have  enthusiastically  entered  into 
training  programs  vrLth  day  care  provided,  only  to  discover  that  the  day 
care  disappears  when  they  are  ready  to  go  to  work. 

Beyond  the  value  of  the  day  care  to  the  working  parent  there  are 
enormous  benefits  which  accrue  to  the  child  who  is  enrolled  in  a 
comprehensive  child  development  program.    We  now  know  that  the  child  of 
poverty  needs  far  more  than  custodial  care  if  developmental  deficits 
are  to  be  overcome.    It  is  this  type  of  canprehensive  child  care 
involving  educational,  medical,  dental,  nutritional  and  follow-up 
activities,  that  is  contemplated  1^  the  President's  reconmendations. 

There  could  also  be  substantial  benefits  to  those  at  the  opposite 
end  of  the  age  spectrum,  the  Nation* s  elderly.    Among  oxir  Nation's 
older  population  there  is  a  tremendous  reservoir  of  men  and  women 
talented  in  working  with  children.    It  has  been  the  experience  of  the 
Department  of  Health,  Education,  and  Welfare,  in  administering  the 
Foster  Grandparents  Program  and  other  programs  employing  the  elderly 
to  serve  children  that  increased  opportunities  for  interaction  between 
the  elderly  and  children  can  not  only  provide  a  needed  income  supple- 
mentation for  the  elderly,  but  can  also  have  beneficial  effects  for 
both  age  groups. 

A  family  receiving  benefits  will  be  eligible  for  the  child  care 
services  whenever  such  care  is  necessary  to  permit  an  adult  member 
to  undertake,  or  continue  in  training  or  employment.    This  care 
may  be  provided  in  the  child's  own  hcxne,  in  a  family  day  care  home 

or  in  group  day  care. 
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New  ground  is  being  broken  by  the  proposal  to  provide  grants 
directly  to  State  or  local  public  agencies  or  nonprofit  private 
agencies  or  organizations,  and  to  contract  with  public  or  private 
agencies  or  organizations  to  provide  such  child  care.    The  need  for  day 
care  is  so  great  that  we  believe  it  will  be  necessary  to  use  a  wide 
variety  of  competent  organizations. 

I  believe  that  this  provision  opens  the  door  to  a  wider 
xibilization  of  resources  than  we  have  been  able  to  obtain  in  the  past. 
It  enables  the  Federal  Government  to  take  the  direct  initiatives  to 
get  the  program  moving  and  to  assure  the  effectiveness  of  the  training 
and  employment  components.    The  same  provision  would  also  enable  the 
Federal  Government  to  contract  with  businesses,  industry,  aiKi  with 
labor  unions  to  provide  day  care  services  for  the  children  of  their 
employees  and  members  \Aio  have  been  involved  in  the  Family  Assistance 
Program.    We  have  long  been  seeking  ways  to  expand  the  participation 
of  these  groups  in  the  provision  of  day  care  services,  because  of  the 
obvious  benefits  to  the  employer,  the  employee,  and  the  child. 

H.R,  14173  would  fund  up  to  90  percent  of  the  cost  of  child 
care  projects,  and  would  permit  the  10 -percent  non-Federal  share 
to  be  provided  in  the  form  of  services  or  facilities  v^en  approved 
b7  the  Secretary.  Our  experience  has  been  that  States  and  local 
coninunities  have  all-too-often  been  unable  to  undertake  day  care 
projects  because  of  their  inability  to  provide  the  25-percent  non-Federal, 
or  local  share  under  present  law. 
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In  the  past,  programs  have  been  jeopardized  or  shelved  because 
the  projects  in  local  conmunities  coxild  not  afford  to  finance  the 
alterations,  remodeling,  or  renovation  of  facilities  necessary  to 
meet  local  licensing  standards.    H.R.  14173  authorizes  fxinds  to  be  used 
for  these  purposes. 

The  proposal  also  authorizes  the  Secretary  to  require  families  to 
pay  for  all  or  part  of  the  cost  of  child  care  services  irrtien  there  is  an 
ability  to  do  so.    However,  the  Secretary  may  prescribe  regulations 
vdiich  permit  the  family  to  deduct  aill  or  part  of  such  costs  fzxm  the 
earned  income  which  otherwise  would  reduce  the  assistance  payment. 

The  President  has  made  a  National  commitment  to  the  needs  of 
children  in  the  vital  first  five  years  of  life.    H.R.  14173  would 
help  the  Nation  take  considerable  strides  toward  fulfilling  this 
conmitment .    Calling  for  an  expenditure  of  $3B6  million  for  the  first 
year  of  operation,  300,000  school-^ed  children  will  be  able  to 
receive  services  after  school  and  during  the  sumner  months,  at  an 
estimated  cost  of  $400  per  child.    In  addition,  150,000  preschool 
children  could  receive  full-day  services,  at  a  cost  of  $1600  a  child. 
The  balcuice  would  be  applied  to  research  and  demonstration  projects, 
to  the  training  of  personnel  and  to  alteration  or  renovations  of 
facilities. 

I  should  like  to  stress  that  in  £lL1  jdiases  of  the  implementation 
of  this  legislation  it  is  our  firm  and  conmitted  intention  to  work 
closely  with  the  appropriate  State  agencies  to  coordinate  all  day 
care  efforts  under  State  and  local  auspices. 
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State  Supplemental  Payments 


We  recognize  that  the  new  Federal  income  floor  of  $1600  per 
year  for  a  family  of  four  ($133  ..33  per  month)  is  not  adequate  to 
support  needy  families  without  other  sources  of  income.  Nevertheless, 
it  represents  a  substantial  improvement  in  the  level  of  payments  now 
made  in  eight  States,  amd  could  be  made  more  adequate  \dien  budget 
conditions  pemit.    To  assure  the  maintenance  i  of  present  payment 
levels  for  families  receiving  public  assistance.  States  that  now 
provide  a  level  of  assistance  higher  than  the  proposed  Federal  floor 
are  required  to  continue  to  pay  the  difference  between  the  Federal 
floor  and  vrtiat  they  are  now  paying.    In  eight  States,  the  new  family 
assistfitfice  payments  would  exceed  the  present  Federal-State  payments 
under  AFDC— in  seme  cases  by  a  wide  margin. 

The  AFDC  payment  for  a  family  of  four  is  $133  per  month  or  less 
in  the  following  States  as  of  July  1969: 


Alabama 
Arkansas 
Georgia 
Louisiana 


$  81.00 
100.00 
133.00 
119.00 

70.00 
130.00 

99.00 
129.00 


Mississippi 
Missouri 
South  Carolina 
Tennessee 
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Accordingly,  on  the  average,  42  States  will  be  required  to 
supplement  families  above  the  Federal  minimiim  floor.    This  supplemen- 
tation is  a  requirement  that  States  must  meet  to  continue  to  receive 
Federal  funds  to  help  finance  other  Federal-State  welfare  programs, 
including  the  adult  category  programs,  maternal  and  child  health 
and  crippled  childrens  programs,  social  services,  and  medicaid.  These 
States  will  be  required  to  supplement  in  the  case  of  families  eligible 
under  AFDC  and  AFDC-UF  (unemployed  father)  programs,  but  they  will 
not  be  required  to  supplement  the  new  "working  poor"  recipients. 
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Costs  of  the  Program 

The  estlDRted  nev  Federal  cost  for  all  the  proposals  Included  in 
the  RiBily  Assistance  Act  is  P^.k  billion  per  year.    This  estiraate  is 
based  on  data  for  calendar  year  1968  and  assumes  100  percent  program 
participation  by  eligible  families  and  persons.    The  billion  is 

the  incremental  or  new  cost  of  the  pcrogram;  and  is  in  addition  to  the 
$3.2  billion  in  Federal  funds  spent  on  welfare  in  1968. 

This  figure  of  P^,k  billion  is  higher  than  the  $U.O  billion 
estimate  in  the  President's  Message  of  August  11,  largely  as  a  restdt 
of  the  recent  decision  to  tr^t  unearned  income  like  earned  income  in 
the  "disregard"  provision. 

The  following  table  shows  the  cost  estimates  for  each  of  the  Act's 
major  provisions: 


Added 

Federal  Cost 

Provision 

(billions) 

Ikmily  Assistance  payments 

$3.0 

Adult  Public  Assistance  changes 

O.k 

Federal  I^yment  to  States  (l^rt  E) 

0.1 

Training  and  Efey  Care 

0.6 

Administration  and  Other 

0.3 

Total 

Being  particularly  conscious  of  the  difficulty  of  producing  reliable 
cost  estimates  in  this  field,  and  mindful  of  the  variations  of  the  actual 
experience  from  the  projections  which  have  been  provided  to  the  Congress 
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In  previous  years,  we  have  taken  extreme  care  in  arriving  at  these 
figures.    The  aethodology  used  vas  worked  out  under  the  leadership 
of  the  Bureau  of  the  Budget  in  an  interagency  procedure  involving 
this  Department,  the  Department  of  Labor,  the  Office  of  Economic 
Opportunity,  the  Council  of  Economic  Advisers,  and  the  President's 
Conanission  on  Income  Maintenance,    The  most  recent  survey  data  on 
personal  income  available  to  the  Federal  Government  was  used. 

Nevertheless,  we  have  thought  It  prudent  to  request  that  an 
entirely  independent  estimate  of  the  critical  item,  the  family 
assistance  payments  costs,  be  made  by  the  Chief  Actuary  of  the  Social 
Security  Administration.    That  estimate  shows  a  net  cost  of  $3*5  billion 
for  family  assistance  payments  for  calendar  year  1971,  a  figure  reasonably 
close  to  the  calendar  1968  figure  of  $3.0  billion  produced  by  the  inter- 
agency group.    We  hope  to  have  that  latter  figure  brought  up  to  date  in 
1971  terms  very  shortly  and  will  supply  it  to  the  Committee. 

In  light  of  this  double -checking  procedure,  and  given  the  difficulty 
of  estimating  costs  on  a  new  program  of  this  xsagnitude,  we  feel  reason- 
ably confident  in  suggesting  that  the  payment  costs  of  the  Family 
Assistance  i»lan  will  fall  in  the  range  of  $3.0  to  $3-5  billion  in  I9TI. 

Fiscal  Relief  to  State  and  Local  GovernjEents 

Under  the  Administration's  proposed  welfare  reform  system,  all 
States  would  receive  some  fiscal  relief.    For  each  of  the  first  five 
years  after  enactment,  each  State  would  be  required  to  si)end  at  least 
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50  percent  of  the  amount  that  it  would  have  spent  under  the  present 
public  assistance  programs  if  they  were  continued,  io  State,  however, 
would  be  required  to  si)end  more  than  90  percent  of  the  expenditures  it 
woxild  have  incurred  in  any  of  these  5  years  under  existing  law.  Thus, 
fiscal  relief  to  an  individual  State  iinder  this  "50-90"  rule  will  vary 
between  10  i«rcent  and  50  percent  of  what  they  would  spend  under 
existing  law. 

Administration  of  the  Family  Assistance  Plan 

The  major  Job  of  administering  the  J^mily  Assistance  Plan  will  be 
performed  by  the  Social  Security  Administration  of  the  Department  of 
Health,  Education,  and  Welfare » 

The  Social  Security  Administration  has  developed  over  the  pest  3^* 
years  an  expertise  in  the  delivery  of  cash  payments  on  a  regular  basis 
to  millions  of  Americans.    This  experience  and  expertise  will  be  brotight 
to  bear  on  many  of  the  administrative  problems  in  the  Family  Assistance 
Plan. 

In  determining  initial  and  continuing  eligibility,  initial  reliance 
would  be  placed  upon  detailed  statements  provided  by  applicants. 
Recipients  of  family  assistance  paymsnts  will  be  required  to  periodically 
report  changes  in  income,  family  composition,  and  other  factors  related 
to  eligibility  and  amount  of  benefits .    The  Social  Security  Administration 
will  use  the  regtilar  reports  of  earnings  it  receives  in  the  course  of 
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administering  the  social  seciarity  program  to  verify  past  and  present 
earnings  and  estinates  made  in  the  applicant's  declaration  of  income. 
In-depth  verification  will  normally  be  done  on  a  sample  basis,  but 
will  be  used  on  a  wider  scale  if  experience  indicates  a  need  to  do  so. 

tfatjor  Effects  of  the  Welfare  Reforms 

By  combining  powerful  work  incentives  and  requirements,  by  including 
the  working  poor,  by  allowing  a  faunily  to  disregard  $60  i)er  month  for 
work  expenses,  and  by  requiring  that  able-bodied  adults  register  for 
training  or  employment,  the  Family  Assistance  Plan  would  help  families 
to  help  themselves.    The  plan  is  therefore  not  an  income  guarantee,  but 
rather  a  program  of  support  for  those  who  demonstrate  a  willingness  to 
help  support  themselves. 

By  treating  male-headed  and  female-headed  families  equally,  the 
FiBifflily  Assistance  Plan  would  remove  a  major  incentive  for  a  father  to 
leave  home  so  that  his  family  could  qualify  for  welfare.    In  fact,  the 
Eamily  Assistance  Plan  provides  an  incentive  for  the  father  to  remain 
at  home  because  his  presence  increases  the  amount  of  the  family's  total 
benefit.    Also,  the  provisions  creating  eligibility  for  assistance  to 
families  headed  by  a  working  male  should  reduce  the  incentive  for 
employed  nen  to  separate  from  their  families. 

By  establishing  a  national  minimimi  payment  and  national  eligibility 
standards  the  plan  would  reduce  the  inequities  of  the  present  program. 
In  every  State,  the  Federal  payment  for  a  family  of  four  with  no  income 
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voiild  be  $1600,  and  vhen  benefits  under  the  President 's  food  stamp 
proposal  are  taken  into  account,  the  value  of  the  assistance  to  such 
a  faiaily  would  be  about  $2350  per  year.    In  eight  States,  accoimtlng 
for  about  20  percent  of  present  recipients,  family  paysent  levels  will 
be  increased.    The  new  income  floor  will  provide  the  aged  couples 
with  an  income  slightly  above  the  current  poverty  line. 

The  Family  Assistance  Plan,  coabined  with  the  Manpower  Training  Act, 
would  provide  a  simplified  and  decentralized  fraacvork  within  which 
expanded  training  and  day  care  facilities  would  greatly  broaden  the 
opportunities  for  assistance  recipients  to  become  self-sufficient 
economically  productive  contributors  to  our  economy.    Over  150,000 
new  training  opportunities  along  with  1{ 50,000  quality  child-care 
positions  would  be  funded  under  this  plan. 

^y  providing  for  a  new  and  separate  revenue -sharing  program  along 
with  the  "50-90"  rule,  the  plan  would  assure  the  States  desperately 
needed  fiscal  relief.    Furthermore,  creation  of  a  Federal  program  to 
cover  the  working  poor  and  prevent  their  slipping  into  dei>endency,  the 
States  wo\ild  be  relieved  of  what  might  well  have  been  the  burden  of 
increases  in  the  welfare  costs. 

In  summary,  the  Family  Assistance  Plan  will,  for  the  first  time, 
insure  minimum  standards  of  payments  for  families  with  children,  wherever 
they  live.    It  will  establish  a  new  minimum  standard  of  $90  for  the  aged, 
blind,  and  disabled.    It  will  help  able-bodied  people  become  self- 
sufficient.    It  will  provide  training  and  work  placement  opportunities. 
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It  will  provide  needed  fiscal  relief  for  the  States.    It  will  remove  the 
economic  Incentive  In  the  present  welfare  system  for  families  to  split 
apart. 

We  believe  this  comprehensive  plan  provides  the  best  vehicle  for 
this  Nation  to  help  break  the  poverty  cycle.    As  the  President  said  In 
his  August  11th  message,  "We  have  It  In  our  power  to  raise  the  standard 
of  living  and  realizable  hopes  of  millions  of  our  fellow  citizens.  By 
providing  an  equal  chance  at  the  starting  line,  we  can  reinforce  the 
traditional  American  spirit  of  self-reliance  and  self-respect." 

Social  Services 

Mr.  Chairman  the  major  emphasis  in  this  discussion  has  been, 
properly  I  think,  on  income  maintenance.  We  are  mindful,  however, 
of  the  need  for  social  and  rehabilitation  services  as  an  essential 
corollary  to  an  effective  income  maintenance  program.  The  complexity 
of  the  problem  faced  by  assistance  recipients  and  other  low  Income 
persons  often  seriously  affects  their  ability  to  work,  to  care  for 
themselves,  and  to  provide  necessary  care  for  their  children. 

The  Family  Assistance  Plan  amendments  provide,  basically,  for 
continuing  the  present  arrangements  for  services.    Our  experience 
since  the  I962  and  I96T  legislation,  however,  indicates  a  need  for 
Improvements.    In  the  develoianent  and  planning  work  now  being  done, 
we  are  reconsidering  the  principles  ujwn  which  we  should  base  ovu: 
service  program,  and  we  are  analyzing  the  community  resovirces  which 
could  be  brought  into  the  picture.    We  are  convinced  that,  at  least  for 
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j   services,  coverage  should  not  be  limited  to  those  who  receive  public 

j  assistance.    There  are  many  persons  who  are  not  public  welfare 

j   recipients  for  whom  social  and  rehabilitation  services  can  be  as 

j   helpful  as  they  are  for  public  assistance  recipients.    Services  at 

j  an  ai)propriate  time  may  avert  the  need  for  assistance. 

!  We  are  also  very  much  concerned  about  this  situation  with  respect 

I   to  foster  care  and  adoption  services.    We  believe  that  we  must  find 

ways  to  provide  suitable  help  and  leadership  in  these  basic  child 

welfare  functions. 

I 

j  Another  matter  to  which  we  are  directing  oxir  efforts  is  the 

I    coordinating  of  the  services  program  more  closely  with  the  resources 

1 

of  the  State  and  local  vocational  rehabilitation  agencies.  Those 
agencies  have  a  fine  record  of  achievement  in  the  rehabilitation  area. 
We  want  to  make  full  use  of  their  resources.    Ttvs  Family  Assistance 
Plan  recognizes  this  and  provides  for  the  referral  of  i>ersons  who  are 
not  sent  to  employment  offices  because  of  incapacity  or  disability  to 
a  vocational  rehabilitation  agency. 

We  are  aware  of  the  interest  of  this  Committee  in  this  matter  as 
indicated  by  the  1962  and  1967  amendments.    I  want  to  assure  you  of  the 
deep  concern  of  this  Administration  in  these  fields.    These  problems  are 
high  on  our  agenda.    We  are  now  working  on  ways  to  develop  a  more 
effective  service  program.    We  will  be  sending  you  definite  legislative 
recomendations  in  the  near  future. 
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Social  Security 

Mr.  Chairman,  let  me  turn  next  to  the  social  security  proixjsals. 
I  will  discuss  the  highlights  of  the  President's  recommendations  for 
social  security  and  then  later  Conanissioner  Robert  M.  Ball  will  give 
a  more  detailed  presentation. 

The  Administration  bill  is  H.R.  1U08O,  introduced  by  the  Minority 
Leader,  Mr.  Gerald  Ford  of  Michigan,  6Uid  companion  bills  H.R.  1^*162  and 
H.R.  1U13I+,  introduced  by  Representatives  Collier  and  Chamberlain 
respectively.    Mr.  Byrnes  and  Mr.  Bush  have  introduced  identical  bills 
except  that  their  bills  would  have  an  effective  date  for  the  10-percent 
increase  in  cash  benefits  payments  of  Janmry  19T0  instead  of  March  1970. 

Social  Security  Benefit  Increase 

The  President  has  recommended  a  benefit  increase  to  bring  the 
benefits  up  to  date  with  increases  in  the  cost  of  living  that  have 
occiirred  since  the  last  benefit  increase  in  February  I968. 

The  increase  would  apply  to  all  beneficiaries,  including  those 
getting  the  special  payments  for  certain  people  age  72  and  older.  Under 
the  proi)osal,  effective  for  March  1970,  benefits  would  be  increased  for 
all  the  25  million  beneficiaries.    The  total  additional  benefit  outlays 
for  the  first  full  calendar  year  in  which  the  increase  is  effective 
would  be  approximately  $3  billion. 
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Automatic  Cost  of  Living  Increase 

Beyond  the  initial  10  percent  increase,  the  President  has  recoamiended 
that  provision  be  made  in  the  law  for  social  security  benefits  to  be 
autonatically  adjusted  for  future  increases  in  the  cost  of  living.  The 
platforms  of  both  political  parties  recognized  the  need  to  have  a  •m.y 
of  keeping  the  social  security  program  automatically  up  to  date.  Such 
an  automatic  adjustment  system  would  Increase  the  security  of  the  one  out 
of  every  8  people  in  the  country  who  now  receive  monthly  social  security 
cash  benefits.    The  automtlc  provision  would  also  adjust  the  benefits 
for  the  millions  of  future  beneficlarieje  whose  major  source  of  Income 
could  well  be  their  social  insurance  payments  under  social  security. 
Because  of  the  time  lags  that  have  occurred  between  past  cost  of  living 
adjustments  of  benefits,  the  purchasing  power  of  the  benefits  has  been 
seriously  decreased  between  benefit  increases.    With  automatic  adjustments, 
the  changes  necessary  to  restore  purchasing  power  will  be  on  a  isore  current 
basis. 

The  Administration  proposal  finances  the  automatic  increases  in 
benefits  without  increasing  social  security  contribution  rates.  This 
can  be  done  so  long  as  the  contribution  and  benefit  base,  the  maximum 
amoirnt  of  annual  earnings  counted  for  social  security  purposes,  is 
increased  from  time  to  time.    The  legislation  we  support  contains  a 
provision  to  automatically  adjust  this  base  in  the  futxjre  to  keep  pace 
with  increases  in  earnings  levels. 
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Retirement  Test 

H.R.  ll*080  also  includes  important  changes  in  the  social  security- 
retirement  test- -the  provision  under  which  benefits  are  not  paid  in 
f\ai  if  a  beneficiary  has  substantial  earnings.    This  pirovision  has  been 
the  object  of  widespread  criticism. 

The  measure  provides  for  replacing  the  present  dollar-for-dollar 
reduction  in  benefits  which  now  applies  for  earnings  above  $2880  in  a 
year  with  a  provision  under  which  there  would  be  a  $1  reduction  for  each 
$2  earned.    With  this  change  people  would  have  an  incentive  to  earn  more 
because  the  more  they  earn  the  more  si>endable  income  they  would  have. 

The  President  also  recommends  updating  the  retirement  test  to  take 
account  of  increases  in  earnings  levels.    It  is  proposed  that  the  eunount 
a  person  can  earn  in  a  year  without  having  any  benefits  withheld  be 
raised  from  $l680  to  $l800,  and  then  automatically  adjusted  upwards  in 
future  years  as  earnings  levels  rise. 

The  recommended  changes  in  the  retirement  test  would  benefit 
approximately  1.1  million  people.    Additional  benefits  of  $330  million 
would  be  paid  for  months  in  calendar  1971. 

Contribution  and  Benefit  Base 

The  President  is  recommending  that  the  social  secxirity  contribution 
and  benefit  base  be  increased  in  1972  from  the  $7800  now  in  effect  to 
$9000.    This  change  will  very  closely  maintain  the  relationship  between 
the  base  and  the  general  level  of  earnings  that  has  prevailed  since  the 


30 


31 


early  1950*8.  As  indicated  earlier  he  also  recommends  that  after  1972 
the  base  be  kept  up  to  date  with  rising  earnings  levels  in  the  future. 

Increases  in  Widovs  Benefits 

Under  present  law,  a  widow  who  begins  receiving  benefits  at  €ige  65 
is  entitled  to  82  l/2  percent  of  the  amount  of  the  spouse's  priiaary 
benefit.    Under  this  projwsal,  such  a  widow  would  be  entitled  to 
100  percent  of  the  spouse's  priisBry  benefit.    The  82  l/2  percent  rate 
will  continue  to  apply  to  widows  going  on  the  rolls  at  age  62,  with 
graduated  proportions  for  ages  above  62  and  below  65. 

An  estimated  2.7  million  people  would  have  their  benefits  increased 
under  this  provision.    On  the  average,  the  increase  would  aimount  to  $17 
per  month  (in  addition  to  what  widows  would  get  under  the  10-percent 
general  benefit  increase).    Additional  benefit  payments  in  the  first 
12  months  iinder  the  provision  are  estimated  at  $560  million, 

UnifonB  Method  of  Computing  Benefits  for  Men  and  Women 

Itoder  present  law,  the  number  of  years  over  which  a  man's  average 
monthly  earnings  (on  which  his  benefits  are  based)  and  his  eligibility 
for  benefits  are  determined  are  figxired  up  to  age  65.  For  women  these 
determinations  are  made  up  to  age  62. 

The  President  has  recommended  that  the  method  of  computing  benefits 
for  men  and  women  be  made  uniform--as_ of  age  62.    As  a  result,  the 
treatment  of  men  and  women  workers,  xinder  the  benefit  provisions  would  be 
the  same;  and  the  retirement  benefits  payable  to  men,  the  benefits  payable 


31 


32 


to  their  wives,  and  the  benefits  payable  to  siirvivors  of  men  who  live 
beyond  age  62  would  be  increased. 

About  5  million  people --workers,  dependents,  and  survivors— woxild 
have  their  benefits  increased  because  of  the  change  in  computing  the 
average  monthly  wage.    In  addition,  about  100,000  people --75*000  men 
age  62  and  over  25,000  dependents --would  become  newly  eligible  for  benefits 
because  of  the  liberalized  insured-status  requirement  for  men  age  62  and 
over.    Additional  benefit  payments  in  the  first  12  months  are  estimated 
at  $380  million. 

Other  Social  Security  Proposals 

We  are  also  proposing  a  nvunber  of  important  but  less  far-reaching 
improvements  in  the  social  security  program.    The  bill  would  provide 
benefits  for  people  disabled  since  childhood  where  the  disability  began 
before  age  22,  rather  than  sige  I8  as  xaider  present  law.    The  bill  would 
also  provide  for  the  payment  of  benefits  to  the  aged  dependent  parents 
of  retired  or  disabled  workers.    Under  present  law,  parent's  benefits 
are  payable  only  to  the  dependent  parents  of  insured  workers  who  have 
died.    And,  finally,  the  bill  would  extend  the  $100  a  month  noncontributory 
wage  credit  for  military  service  that  was  provided  in  the  1967  social 
security  amendments  for  members  of  the  armed  services  after  196?.  Under 
the  bill  these  credits  would  be  available  for  the  period  from  1957,  when 
regular  social  security  coverage  of  members  of  the  armed  services  began, 
through  1967.    About  190,000  people  would  be  immediately  affected  by 
these  three  proposals,  and  additional  benefit  payments  in  the  first 
12  months  would  be  about  $6o  million. 
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Financing 

The  President's  recommendations  include  financing  provisions 
that  woxild  cover  the  cost  of  the  proix>sed  improvements  in  the  social 
secvirity  program  and  correct  the  present  actuarial  deficit  in  the 
hospital  insurance  program.    Moreover,  a  revised  schedule  of  contri- 
bution rates  in  the  cash  benefits  program  vould  reduce  the  v«ry  large 
acc\amulations  of  Income  over  outgo  that  would  result  from  the  sctwdule 
in  present  law. 

The  hospital  insurance  trust  fund  requires  additional  income  over 
and  above  that  schedialed  under  present  law  in  near-future  years.  Without 
the  proposed  increase  in  the  earnings  base  and  the  proposed  speeding  up 
of  the  scheduled  increases  in  contribution  rates  for  hospital  insurance, 
the  tmst  fund  for  that  program  would  be  depleted  during  fiscal  1973  • 
As  a  result  of  the  proposal  to  put  into  effect  in  1971  the  0.9  percent 
hospital  insxjrance  contribution  rate  for  workers  and  employers  (each), 
now  6Ched\iled  for  1987,  and  as  a  result  of  increasing  the  earnings  base, 
the  hospital  insurance  trust  fund  would  grow  to  an  estimated  $5*2  billion 
at  the  end  of  fiscal  1973. 

On  the  other  hand,  the  present  schedule  of  contribution  rates  for 
old-age,  survivors,  an^  disability  insurance  would,  even  with  substantial 
benefit  increases,  result  in  very  large-scale  growth  in  the  size  of  the 
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trust  fvmds  for  these  parts  of  the  social  secxirity  program.  Under 
present  lav  the  cash  benefit  trust  fxinds  vould  increase  fran  an 
estimated  $38.7  billion  at  the  end  of  the  present  fiscal  year  to 
about  $75  billion  at  the  end  of  fiscal  1973 •    Ifader  the  President's 
proposal  the  trust  funds  would  reach  $52.6  billion  at  the  end  of 
fiscal  year  1973 • 

The  postponement  of  the  scheduled  rate  increases  for  the  cash 
benefit  parts  of  the  social  security  program  is  consistent  vith  past 
decisions  by  this  Camnittee  and  the  Congress  to  delay  scheduled 
increases  in  the  rates  to  avoid  unnecessarily  large  increases  in  the 
cash  benefit  trust  funds. 

Overall,  the  combined  contribution  rates  for  both  hospital 
insurance  and  cash  benefits  vould  be  somewhat  lover  than  the  schedule 
in  present  lav  through  1976  and  then  the  same  from  then  on. 

In  summary  the  improvements  ve  are  recommending  in  social  security 
today  are  substantial  and  important  measures.    We  propose  to  bring 
benefit  payments  up  to  date  and  ve  propose  to  make  sure  that  they  stay 
up  to  date,  automatically  tied  to  the  cost  of  living.    We  are  also 
proposing  important  improvements  in  benefit  protection  for  men  vorkers 
and  for  vidovs  and  in  other  vays  proposing  to  remove  inequities  in 
the  system. 

We  are  continuing  to  study  all  aspects  of  the  social  secxirity 
program.  The  statutory  Advisory  Council  on  Social  Security  that  I 
appointed  in  May  is  nov  conducting  an  extensive  reviev  of  the  social 
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security  program,  and  ve  are  looking  to  this  Coiincil  for  its  recom- 
mendations on  vhat  further  improvements  might  be  made  in  the  social 
security  program.    As  the  President  said  in  his  message  on  social 
security  on  September  25,  "I  emphasize  that  the  suggested  changes  are 
only  first  steps,  and  that  further  recommendations  vill  come  from  our 
review  process." 

Health  Cost  Effectiveness 

Medicare  and  Medicaid  have  made  major  contributions  over  the 
past  several  years  toward  the  availability  of,  quality  of,  and  access 
to  medical  care  for  large  numbers  of  X)eople  who  are  elderly  or 
medically  needy.    The  rising  demands  for  medical  care  frcaa  the  general 
population,  ccaabined  with  the  newly  created  ability  of  the  elderly 
and  medically  needy  to  financially  comi)ete  for  medical  care,  have 
placed  great  stress  on  inadequately  and  unevenly  distributed  manpower, 
facilities,  and  services.    This  has  contributed  to  rapidly  escalating 
medical  care  costs.    Public  and  private  action  is  needed  to  arrest  the 
inflation  in  the  health  industry  and  to  improve  the  health  eare  system 
so  that  high  quality  medical  care  will  be  available  at  prices  people 
can  afford. 

We  are  forwarding  the  Health  Cost  Effectiveness  Amendments  of 
1969  today  to  continue  efforts  already  taken  to  improve  utilization 
of  existing  health  service  capability,  encourage  better  planning,  emd 
achieve  more  effective  cost  control. 
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The  main  provisions  vould  encourage  voluntary  and  State 
planning  for  health  facilities  and  provide  greater  authority  and 
flexibility  to  engage  in  incentive  reimbursement  experiments  to 
create  incentives  for  efficiency  and  econony.    They  would  also 
strengthen  our  ability  to  control  some  of  the  abuses  of  the  programs. 

These  proposals,  which  can  be  discussed  in  greater  detail  by 
Cornmissioner  Ball  and  Arthur  Hess,  Deputy  Commissioner  of  Social 
Security  and  Staff  Director  of  the  Task  Force  on  Medicaid  and 
Related  Programs,  are  addressed  to  the  following  specific  Items: 

1.  Tying  depreciation  payments  to  State  health  planning. 

2.  Making  corporate  planning  a  condition  of  participation. 

3.  Expanding  authority  for  reimbursement  experimentation. 
h.    Barring  providers  and  physicians  who  abuse  the  program. 

5.  Paying  customary  charges  if  less  than  cost. 

6.  Withholding  payments  where  utilization  review  finds 
admission  is  not  warranted. 

7.  Improving  authority  to  recover  overpayments  In  ffedlcare. 

Task  Force  on  Medicaid  and  Related  Programs 

While  both  Jfedicare  and  Medicaid  have  moved  toward  achievement 
of  their  goals,  their  problems  differ  significantly.    Medicare  is 
oi>erating  on  a  firm  program  and  administrative  base,  with  Its  major 
problem  being  one  of  escalating  medical  costs  and  prices.  Medicaid, 
on  the  other  hand,  in  addition  to  the  inflation  problem,  has 
experienced  serious  deficiencies  In  management  resovirces.    Diff lc\ilties 
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in  administration  nationally  are  exacerbated  by  coiaplexities  in  the 
Federal -State  relationships,  vide  variations  in  eligibility  and 
scope  of  services^  and  unpredictability  in  covered,  need  for,  and 
availability  of  services. 

In  recognition  of  the  serious  and  growing  problems  tmder  the 
Medicaid  program  and  to  assist  the  Department  in  making  n»jor  efforts 
to  strengthen  and  improve  the  current  program^  I  appointed  a  Task 
Force  on  ^fedicaid  and  Related  Programs  in  July,  chaired  by  Walter 
J.  McNerney.    The  Task  Force  is  concerned  both  vith  problems  that 
are  amenable  to  short-range  solutions  through  administrative  action 
and  vith  technical  changes  in  the  areas  of  manageraent,  effectiveness 
of  use,  cost  and  eligibility.    It  vill  also  consider  solutions  that 
might  require  fundamental  changes  in  legislation. 

Structural  reforms  in  the  Medicaid  program  are  being  studied 
and  may  be  necessary  to  assure  health  care  services  for  low  income 
families  and  individuals.    However,  there  are  sane  improvements  that 
can  be  made  in  the  short  run  to  overcosae  some  of  the  problems. 

The  Task  Force  has  worked  closely  with  Departmental  staff  and 
has  kept  me  closely  informed  about  the  nature  of  possible  short- 
range  recommendations.    Consistent  with  Task  Force  recommendations, 
the  Department  will  be  moving  rapidly  to  strengthen  the  management 
and  staffing  of  the  title  XIX  progrsaa,  to  develop  the  necessary 
policies  and  regulations  on  standards  and  on  utilization  review,  to 
encourage  the  development  and  implementation  of  adequate  information 
systems  and  to  provide  technical  assistance  to  the  States.    We  expect 
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that  some  of  the  Task  Force  recommendations  vill  produce  legislative 
proposals  to  improve  the  Medicaid  program  and  make  service  more 
efficient  and  economical  for  assistance  recipients.    We  vill,  of 
course,  submit  our  proposals  for  congressional  consideration  at  the 
earliest  possible  moment. 

Conclusion 

Mr.  Chairman,  in  this  testimony  I  have  outlined  the  legislative 
proposals  to  improve  and  strengthen  our  social  sec\irity  and  public 
assistance  programs,  as  veil  as  proposals  to  help  control  health 
care  costs.    I  strongly  urge  the  enactment  of  these  proposals. 
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Thursday,  October  16,  1969 

Statement  of  George  Shultz,   Secretary  of  Labor 
Before  the  Committee  on  Ways  and  Means 
on  the  Family  Assistance  Act  of 
1969 

Mr.  Chairman  and  members  of  the  Committee,   I  am  pleased 
to  testify  on  the  proposed  Family  Assistance  Act,    for  I 
believe  that   it  is  one  of  the  most  far-reaching  pieces  of 
social  legislation  in  this  area  in  several  decades. 

Let  me  start  by  saying  that  this  is  not  a  proposal 
for  a  guaranteed  minimum  income.     Work  is  a  major  feature 
of  this  program.     This  is  a  program  of  family  assistance-- 
for  families  with  children — and  is  limited  to  that  specific 
group . 

The  Family  Assistance  Plan  is  a  composite  program  of 
work  incentives,   training  and  employment  opportunities,  child 
care  and  income  allowances. 

I  believe  very  deeply,  Mr.  Chairman,   that  the  time  has 
come  to  start  over  on  providing  assistance  to  needy  families. 
We  should  not  be  content  to  just  mend  AFDC?  the  record  is 
clear  that  AFDC  doesn't  work. 

The  Family  Assistance  Plan  is  a  new  start. 

I  believe  the  changes  we  propose  are  consistent  with 
the  forward-looking  changes  made  recently  by  this  Committee 
with  regard  to  training  opportunities,  and  the  treatment  of 
earned  income.     Family  Assistance,   in  a  sense,  builds  on 
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the  foundations  already  laid  by  recent  amendments  to  AFDC. 

My  responsibility  lies  not  with  the  whole  of  the 
Family  Assistance  plan,   but  with  its  relationships  to  the 
labor  market.     It  is  ray  concern  that  the  program  be  structured 
in  such  a  way  as  to  protect  work  incentives,   and  that  the 
program  in  its  total  design  be  one  that  creates  the  strongest 
possible  conditions  for  moving  people  from  welfare  into 
employment . 

Thus,    I  will  discuss  the  way  the  allowance  motivates 
people  to  work,   the  role  of  training  opportunities  in 
reducing  welfare,   the  operation  of  registration  and  work 
requirements,   and  our  expectations  for  providing  the 
necessary  employment  opportunities  within  the  regular  economy. 

WORK  INCENTIVES  AND  THE  FAMILY  ASSISTANCE  STRUCTURE 

I  have  identified  seven  specific  ways  in  which  the 
Family  Assistance  Plan  promotes  work.  I  will  summarize 
each  of  these  briefly. 

1 .     The  incentive  of  welfare  recipients  to  go  to  work 
has  been  increased  by  enlarging  the  income  disregard  and 
limiting  the  reduction  of  Family  Assistance  to  one-half 
of  earnings.     Employed  AFDC  recipients  retain  only  the  first 
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$30  of  income  plus  one-third  of  earnings  above  that. 
Family  Assistance  recipients  will  be  able  to  keep  the 
first  $60  of  monthly  earnings  plus  one-half  of  all  income 
in  excess  of  that  amount. 

The  existence  of  a  dual  system  in  40  States  makes  it 
necessary  to  compound  tax  rates  to  some  extent  so  as  to 
allow  the  States  to  reduce  their  supplemental  payments 
as  earnings  increase. 

However,   the  States  would  be  directed  to  observe  the 
same  $60  earnings  disregard  in  confuting  the  State  supplement, 
so  that  State  practices  do  not  nullify  those  of  Family 
Assistance.     Also  the  States  may  subtract  only  17  cents  of 
the  supplement  for  each  dollar  of  wages  above  the  $60 
disregard,  bringing  the  total  marginal  tax  rate  on  gross 
income  to  67  cents  on  the  dollar . 

The  disregard  of  the  first  $60  of  earnings  is  based  on 
Labor  Department  surveys  of  the 'bos t  of  work."     This  is  based 
on  budget  studies  made  by  the  Bureau  of  Labor  Statistics 
of  outlays  made  for  added  food,   transportation,  clothing 
and  personal  care,  medical  care,  payroll  deductions,  and 
occupational  needs  such  as  tools,   licenses,  and  union  dues. 
These  costs  must  be  recouped  before  the  individual  realizes 
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any  additional  income  from  working. 

The  result  is  a  double  incentive.     When  a  welfare 
recipient  goes  to  work,  his  or  her  combined  wages  and 
Family  Assistance  increase,   so  there  is  always  an  incentive 
to  work.     On  the  other  hand,   as  earnings  increase,  the 
government  saves  money  because  the  Family  Assistance 
payment  is  reduced.     Thus,   the  government  has  an  incentive 
to  provide  the  necessary  training  and  employment 
opportunities. 

2 .  The  extension  of  coverage  to  the  working  poor 
eliminates  the  situation  where  those  who  do  not  work  receive 
higher  incomes  than  those  who  work.     The  present  welfare 
system  excludes  from  coverage  those  who  work  regularly 

but  at  very  low  wages.     This  sometimes  creates  situations 
where  some  who  work  may  have  less  income  than  others  who  do 
not  work  at  all.     To  expect  them  to  continue  work  under 
such  circumstances  is  to  expect  individuals  to  behave  in 
a  manner  adverse  to  their  own  economic  interests.  This 
is  no  way  to  assure  the  public  interest. 

3 .  The  incentive  of  the  working  poor  to  seek  higher 
wage  levels  is  preserved.     Since  there  rarely  will  be  a 
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Stat©  iupplament  for  men  already  at  work  (because  most  Stat© 
systems  do  not  cover  the  working  poor) ,   the  tax  on  earnings 
will  be  limited  to  50%.     This  means  it  will  always  pay  an 
individual  to  increase  his  earnings.     Also,   the  bill  con- 
templates a  program  to  upgrade  the  skills  of  the  working 
poor  so  they  may  qualify  for  higher  wages. 

4 .     There  is  a  financial  incentive  to  enter  manpower 
training  programs.     When  a  recipient  enters  training,  the 
family  will  receive  at  least  a  $30  increase  in  monthly 
income.     If  the  allowance  under  the  regular  training  program 
would  be  more  than  $30  higher  than  Family  Assistance  payments 
(plus  State  supplement) ,   the  supplement  to  the  Family 
Assistance  trainee  will  be  the  difference  between  the  two 
allowances.     So,  in  most  cases  the  financial  incentive  to 
take  training  will  be  in  excess  of  $30. 

In  the  case  of  North  Dakota,   for  example,   Family  Assistance 
plus  the  State  supplement  would  equal  $188  a  month  for  a 
family  of  four.     However,   since  the  Manpower  Development 
and  Training  Act  allowance  in  that  State  for  the  head  of  a  family  of 
four  is  $255,  the  incentive  payment  would  be  $67  per  month — 
the  difference  between  $188  and  $255. 
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In  addition  to  the  incentive  payment,  persons  taking 
training  will  be  reimbursed  for  necessary  expenses,  such 
as  transportation. 

5 .     The  child  care  provided  in  this  Act  itself  will 
be  a  strong  employment  and  training  incentive.     The  lack 
of  adequate  child  care  arrangements  often  has  been  the 
major  barrier  to  entering  training  programs  or  seeking 
employment.     The  fact  that  child  care  will  not  only  be 
available,  but  will  be  of  high  quality,  will  permit  mothers 
to  look  upon  child  care  as  an  opportunity  for  their  children 
as  well  as  an  opportunity  for  the  mothers* to  become 
economically  self  sustaining. 

It  should  be  recognized  that  child  care  is  an  investment 
in  not  one,  but  in  two  generations.     It  is  an  investment 
in  the  present  generation  in  the  sense  that  it  frees  the 
mother  for  training  or  employment.     It  is  an  investment 
in  the  next  generation  because  it  provides  the  child  an 
early  education,   quality  care,   and  attention  to  health 
and  other  needs.     In  looking  at  child  care  costs   (and  it 
is  expensive) ,   this  double  effect  should  be  borne  in  mind, 
and  we  should  not  "charge"  all  these  costs  to  helping 
welfare  mothers  get  work .     Much  of  the  return  will  be  in  the 
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kind  of  education  we  owe  our  young  people  anyway  and  in 
reduced  welfare  costs  in  the  next  generation. 

We  have  a  long  way  to  go  in  creating  adequate  child-care 
provisions  in  the  United  States.     Yet,   there  is  no  doubt 
that  we  are  capable  of  providing  it.     We  did  in  World  War 
II.     When  the  Kaiser  shipyards  hired  Rosie  the  Riveter,  they 
built  child  care  centers  for  Rosie 's  children,   and  kept 
them  open  24  hours  a  day.     Yet  at  the  present  time,  only 
about  two  percent  of  the  children  of  working  mothers  are 
being  cared  for  under  group  care  arrangements. 

6 .     The  system  of  financial  incentives  will  be  buttressed 
by  requirements  that  certain  categories  of  recipients  register 
for  training  and  employment  with  the  local  manpower  agency. 
Every  member  of  the  family,  with  six  exceptions  specified 
in  the  law,   are  required  to  register  with  the  Employment 
Service,   and  accept  suitable  employment.     If  a  recipient 
refuses  to  register,  or  refuses  suitable  manpower  services, 
training,  or  employment  in  which  they  are  able  to  engage — 
without  good  cause— his  portion  of  the  Family  Assistance 
payment  will  be  denied.     In  such  cases,   the  Secretary  of 
HEW  would  continue  to  pay  the  remaining  benefits  to  the 
res't  of  the  family.     Thus,   the  whole  family  will  not  be  made 
to  suffer. 
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7.     An  "Bnployability  Plan"  will  be  developed  for  those 
who  register  for  training  and  employment.     The  bill  would 
require  that  such  a  plan  be  developed  for  all  who  register, 
while  recognizing  the  need  to  set  priorities  if  the  volume 
of  registrations  is  sometimes  greater  than  available  resources. 
This  means  that  the  manpower  agency  will  assess  the  needs 
of  the  individual,   ascertain  what  manpower  services  are 
required  by  that  person  to  become  self  supporting,  and 
follow  through  until  the  individual  completes  the  plan. 

THE  ROLE  OF  TRAINING  IN  REDUCING  WELFARE 

Clearly,   the  Work  Incentive  program  provided  by  the 
1967  amendments  to  the  Social  Security  Act  has  established 
a  foundation  on  which  to  build  a  larger  training  program 
in  support  of  the  Family  Assistance  Act. 

In  reviewing  the  experience  with  that  program  thus  far, 
I  want  to  begin  by  saying,   quite  candidly,   that  we  have 
some  problems. 

One  of  the  most  difficult  problems  has  been  the  provision 
of  child  care.     Public  day  care  arrangements  are  still  very 
scarce,   and  we  could  increase  enrollments  in  WIN  quickly 
if  more  were  available.     Secretary  Finch  has  already 
discussed  this  problem  with  you.     We  feel  that  it  is  a 
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problem  that  can  be  overcome.     Doing  so  may  require  some 
innovative  approaches. 

While  the  State  Employment  Service  has  made  considerable 
progress,   there  is  much  to  be  learned  about  the  problems 
of  disadvantaged  individuals.     The  restructuring  that  is 
necessary  for  really  efficient  service  is  slowed  by  delays 
in  training  and  retraining  personnel.     State  salaries  are 
frequently  too  low  to  attract  and  retain  the  most  qualified 
people  for  this  important  and  demanding  work.     And,   as  I 
will  emphasize  later,   the  WIN  approach  is  the  most  sophis- 
ticated we  have  developed  to  date. 

Our  attempts  to  move  quickly  to  establish  WIN  has 
resulted  in  some  localities  opening  their  doors  before  the 
programs  were  ready  to  serve  their  clients.     But  these 
kinds  of  problems  are  being  overcome  with  time. 

So  far,   there  has  been  a  lack  of  consistency  among 
the  policies  of  the  State  welfare  agencies  in  deciding 
who  is  "appropriate"  for  referral.     This  has  created  wide 
differences  among  the  States  in  the  size  of  WIN  training 
programs  relative  to  their  welfare  populations.     For  example, 
in  New  York,  only  7%  of  those  screened  by  the  welfare  agency 
were  deemed  appropriate  for  referral  to  the  Employment  Service. 
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However,   in  Utah  97%  of  the  assessments  were  considered 
appropriate  for  referral.     The  proposal  removes  the  word 
"appropriate, "  in  favor  of  specific  exceptions,   and  thus 
removes  this  inequity.     Furthermore,   since  referrals 
will  be  made  by  the  Social  Security  Administration,  rather 
than  State  welfare  agencies,   a  consistent  nationwide  policy 
will  be  achieved. 

Despite  attempts  to  coordinate  the  job  development 
efforts  among  different  manpower  programs,   and  within  the 
WIN  program  itself,   there  are  still  inefficiencies  in  this 
process.     As  a  result,   the  different  programs  run  the 
danger  of  competing  for  the  same  pool  of  jobs,  instead 
of  expanding  that  pool.     And  employers  become  irritated 
at  being  approached  so  many  different  times.     The  passage 
of  the  Manpower  Training  Act  will  correct  many  of  the 
basic  structural  problems  inherent  in  operating  many  programs, 
instead  of  a  single  comprehensive  program. 

In  spite  of  these  start-up  problems,  the  WIN  program 
is  operating  at  a  substantial  level.     The  program  opened  its 
doors  in  October  of  1968,  enrolling  almost  6,000  people 
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in  that  month.     Then  it  grew  steadily,   reaching  an  enroll- 
ment of  64  thousand  persons  by  the  end  of  August  of  this 
year.     Achievement  of  our  enrollment  target  of  150,000 
by  the  end  of  fiscal  1970  will  make  WIN  one  of  the  largest 
of  the  manpower  programs.     On  a  cumulative  basis,  92,000 
persons  had  been  enrolled  through  August. 

We  conducted  a  survey  of  4,600  WIN  participants 
who  had  completed  the  program  in  six  States.     The  majority 
were  employed  in  clerical  and  sales  work,  service, 
and  production,   assembly,   and  construction  occupations. 
The  rest  were  spread  among  a  variety  of  occupations 
such  as,    for  example,   motor  freight  transportation, 
materials  handling,  machine  trades,   and  processing 
occupations . 

In  the  States  surveyed,   the  median  earnings  were 
$2.27  per  hour„     The  median  rate  for  men  was  $2,47 
per  hour,   and  for  women,    $2.02  per  hour. 
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Effectiveness  of  training 

i 

The  WIN  program  is  young,   for  to  date  only  13,000 
viere  employed  following  training.     We  cannot  yet  offer  a 

I 

firm  judgment  of  success.     However,  we  believe  that  it  is  1 

1 

a  very  promising  program  in  concept  and  that  its  design  is 
a  rational  one. 

It  provides  a  coherent  cluster  of  services  such  as 
remedial  medical  attention,  child  care,   job  "coaches",  orien- 
tation to  the  work  world,  basic  education,   job  training,  job 
counseling,  placement,  and  intensive  followup  into  employment. 

All  of  these  are  fitted  together  in  an  individual 
employability  plan,  and  by  the  team  approach  which  brings  all 
of  the  specialists  together  to  serve  a  specific,  assigned  group 
of  clients. 

Most  encouraging  of  all  is  the  fact  that  mothers  are 
volunteering  for  the  WIN  program,  and  that  sanctions  have 
been  used  for  less  than  200  persons.    So  far,  none  of  them 
have  been  mothers. 

Because  of  the  importance  of  training  to  the  goals  of 
the  Family  Assistance  Act,   I  would  like  to  present  this 
committee  with  the  best  information  available  on  what  can 
be  expected  from  such  training  programs,  by  looking  at  the 
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experience  of  public  assistance  recipients  trained  under  the 
Manpower  Development  and  Training  Act.     About  24  thousand 
such  recipients  received  training  in  1968,  and  a  total  of  91 
thousand  were  trained  since  the  beginning  of  the  MDTA  program 
in  1963.     MDTA  provides  a  rough  idea  of  what  kind  of  success 
we  will  have  under  WIN. 

Among  public  assistance  recipients  trained  in  1967^ 
58  percent  of  those  taking  classroom  training ^  and  72  percent 
of  those  receiving  on-the-job  training  were  in  jobs  at  the 
time  of  follow-up  surveys.     Because  WIN  is  a  newer  program 
with  a  broader  range  of  coordinated  supportive  services,  the 
success  rate  may  be  higher. 

While  the  placement  rates  for  public  assistance  trainees 
are  lower  than  for  others  it  is  encouraging  that  public 
assistance  recipients  who  did  get  jobs  were  receiving  wages 
practically  identical  to  those  received  by  all  MDTA  trainees. 
In  classroom  training  programs  public  assistance  men  earned 
$2,21  per  hour,  compared  to  $2.27  per  hour  for  all  graduates. 
And  in  the  case  of  women,  public  assistance  recipients  earned 
$1.74  per  hour,  compared  to  $1.72  for  all  women  graduates. 
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The  wages  were  higher  in  on-the-job  training,  with 
public  assistance  men  receiving  $2.36  per  hour,  and  women 
$1.80  per  hour. 

At  even  the  lowest  average  wage,   the  $1.74  per  hour. 
a  family  of  four  would  at  least  be  lifted  to  the  poverty  line. 
Moreover,   current  wage  levels  are  likely  to  be  from  8  to  10 
percent  higher  than  those  received  by  graduates  in  1967. 

This  does  not  mean  that  training  is  always  going  to 
remove  people  from  the  welfare  rolls.     Some  don't  get  jobs 
after  training,   in  spite  of  our  efforts  to  relate  to  it  current 
labor  market  needs.     Others  obtain  jobs  at  wages  insufficient 
to  fully  remove  them  from  poverty.     And  still  others  find  better 
paying  jobs  but  lose  them  for  one  reason  or  the  other. 

The  basic  point  ».is  that  training  can  be  a  significant 
tool  for  reducing  welfare,  but  it  cannot  by  itself  do  the  whole 
job, and  it  will  not  always  work  for  all  people. 

The  Expansion  of  Training 

The  potential  of  training  is  great  enough  to  warrant 
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a  considerable  expansion  under  the  Family  Assistance  Program. 
In  announcing  the  program,   the  President  stated  that  tra4-ning 
would  be  expanded  by  150,000  persons  during  the  first  full 
year  of  Family  Assistance,     This  would  be  in  addition  to  the 
increased  training  levels  already  planned  for  WIN.     Also,  a 
skill  upgrading  program  will  be  initiated  for  75,000  of  the 
working  poor. 

Registration 

The  Family  Assistance  Act  requires  registration  for 
manpower  services,  training  and  employment  with  the  local 
public  employment  office  of  the  State.     Those  exempt  from 
this  requirement  are  as  follows: 

■ —  those  ill,   incapacitated,   or  of  an  advanced  age 

—  a  mother  or  other  relative  caring  for  a  child  under 
six 

—  the  mother  if  the  father  or  another  adult  male 
relative  is  in  the  home 

—  a  child 

—  a  person  needed  in  the  home  to  care  for  an  ill 
member  of  the  household 

—  those  working  full  time 
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The  groups  excluded  from  mandatory  referral  may  register 
voluntarily  if  they  choose  to.     The  penalty  for  failure  to 
register  without  good  cause  is  the  denial  of  benefits,  by 
the  Secretary  of  Health,  Education,  and  Welfare,  based  upon 
notification  by  the  Secretary  of  Labor  uhat  a  person  has  not 
registered.     In  such  cases,   arrangements  will  be  made  so  that 
other  family  members  will  continue  to  receive  their  allowances. 

Out  of  the  5  million  family  heads  covered  by  Family 
Assistance,  we  estimate  that  1.1  million  will  be  required  to  register, 
and  that  1.8  million  will  already  be  working  full  time.  In 
addition,   there  will  be  a  substantial  number  of  voluntary 
registrations.     We  believe  this  latter  group  will  consist  mostly 
of  mothers  with  pre-school  children,  based  on  our  experience  with  WEN. 

An  employability  plan  will  be  developed  for  each  person 
who  registers,   "in  accordance  with  priorities  prescribed"  by 
the  Secretary  of  Labor.     Our  objective  will  be  to  provide 
such  an  employability  plan  for  every  person  who  registers. 
However,  where  the  number  of  training  opportunities  are  limited — 
whether  by  the  availability  of  funds,  the  inability  to  expand 
training  at  the  rate  needed,  or  limitations  on  how  many  persons 
the  labor  market  can  absorb — it  will  be  necessary  to  assign 
priorities  for  which  groups  are  served  first. 
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Your  question,   I  am  sure,   is  how  the  Employment  Service 
is  going  to  serve  such  a  large  number  of  additional  people. 
The  answer  is  that  some  new  approaches  are  going  to  be  needed 
in  the  way  the  Employment  Service  conducts  its  business. 
We  have  plans  to  change  the  method  of  operation.     In  some 
cases  trial  runs  are  under  way.     In  others,   such  trials  will 
commence  very  soon.     As  of  now  we  have  three  major  steps  in 
mind. 

f  jj^st  is  to  introduce  computers  into  employment 
service  operations  just  as  fast  as  it  can  be  done.  The 
computer  enables  us  to  establish  a  "job  bank"  which  provides 
a  daily  print-out  of  all  the  jobs  that  are  reported.  This 
is  in  operation  right  now  in  Baltimore,   and  has  greatly 
accelerated  the  ability  of  the  Employment  Service  to  place 
disadvantaged  persons.     For  example,  placement  of  disadvantaged 
applicants  increased  by  250  percent  in  Baltimore  because  of 
the  wider  exposure  of  job  opportunities  via  the  Job  Bank. 
Then  we  can  move  on  to  computer  matching  of  the  man  and  the 
job,   a  system  now  in  use  in  Utah  and  Wisconsin. 

Our  target  is  to  have  54  job  banks  installed  yet  this 
fiscal  year.     By  the  end  of  calendar  year  1970,  we  expect 
to 'expand  this  to  76. 
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In  the  next  year  or  two  a  new  Employment  Service  Automated 
Reporting  System  will  be  installed.     This  will  permit  us  to 
"track"  individuals  through  the  application  -  employability  - 
placement  process  so  that  we  can  improve  the  system  on  the 
basis  of  facts  rather  than  intuition. 

The  second  is  to  organize  the  local  employment  service 
office  in  a  way  that  will  enable  it  to  meet  its  traditional 
responsibilities  for  providing  job  assistance  to  those  who 
are  not  poor,   at  the  same  time  that  it  frees  its  resources 
to  provide  intensive  assistance  to  those  who  have  really 
serious  employability  problems.     For  the  better  equipped 
group  of  clients,   there  is  going  to  have  to  be  more  "self- 
service,  "  and  we  believe  that  the  computer  will  enable  us 
to  provide  this  in  such  a  way  that  these  clients  are  well 
served,  without  requiring  the  staff  time  now  being  used. 

This  new  operating  arrangement,  which  has  the  support 
of  the  Inter-State  Conference  of  Employment  Security  Agencies, 
has  already  been  designed,   and  will  be  tested  for  about  a 
year  in  six  cities. 

The  third  is  to  provide  unemployment  insurance  claimants, 
who  on  the  average  are  re-employed  rather  quickly,  with  more 
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job  information  directly  from  the  U. i,  office,   and  thus 
lighten  the  burden  on  the  Employment  Service.     The  unemploy- 
raent  insurance  office  could  have  the  list  of  job  openings 
from  the  job  bank,   and  supply  that  information  directly. 
The  information  itself,   of  course^  would  have  to  come  from 
the  Employment  Service. 

This  is  being  tried  in  five  cities  this  year,  including 
Baltimore  which  has  the  job  bank.     We  are  requesting  resources 
to  make  this  new  system  operational  in  the  55  largest 
metropolitan  areas  in  fiscal  year  1971.     These  areas 
account  for  about  half  of  the  total  U.I.  caseload. 

Beyond  these  specific  improvements  in  the  Employment 
Service,   an  improvement  is  planned  in  the  entire  Federal-State 
system  of  providing  all  manpower  services,    including  training. 
That  approach  is  incorporated  in  the  Administration's  Manpower 
Training  Act^  which  is  pending  before  another  Committee. 
The  manpower  services  provisions  of  this  bill  are  written 
to  parallel  the  Manpower  Training  Act,   so  that  when  both  are 
passed  we  will  have  an  integrated  manpower  delivery  system. 
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Joint  Task  Force 

The  Family  Assistance  Act  is  a  major  legislative 
proposal  that  requires  close  working  relationships  between 
the  Labor  Department  and  the  Department  of  Health,  Education, 
and  Welfare. 

Unfortunately,   our  two  Departments  have  not  always 
worked  together  as  smoothly  as  they  should.     The  study  made 
by  the  Legislative  Reference  Service  of  the  enactment  of  WIN 
establishes  this  fact.     There  have  been  gaps  in  communication, 
and  a  history  of  competition  for  running  the  work  training 
program. 

Secretary  Finch  and  I  plan  to  have  a  maximum  of 
coordination  in  the  administration  of  these  joint  programs. 
To  achieve  this,  we  are  establishing  a  joint  HEW- Labor  Task 
Force  for  the  implementation  and  conduct  of  the  programs  we 
are  responsible  for. 

This  Task  Force  will  assure  a  commonality  of  objectives, 
and  develop  joint  guidelines,  reporting  procedures,  and 
evaluation  plans. 
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THE  WORK  TEST 

A  Family  Assistance  recipient  will  be  denied  benefits 
if  he  refuses  "without  good  cause  to  accept  suitable  employ- 
ment in  v/hich  he  is  able  to  engage."    He  must  also  accept 
suitable  training  and  manpower  services. 

The  key  word  is  "suitable."     It  is  a  test  that  has*  long 
been  used  in  unemployment  insurance,   and  over  the  years, 
through  agency  and  court  interpretation,   a  large  body  of 
case  law  has  established  its  meaning  in  different  situations. 

We  expect  that  a  similar  process  will  occur  in  the  case 
of  Family  Assistance.     It  will  be  applied  on  an  individual 
by  individual  basis,  under  guidelines  that  the  Secretary  of 
Labor  will  be  responsible  for  providing  to  the  State  agencies. 
There  will  be  appeals,  and  there  will  be  hearings  on  those 
appeals.     Cases  may  be  taken  to  court  where  matters  will 
finally  be  settled. 

I  can  be  somewhat  more  specific  than  this.     We  intend 
to  follow  the  same  policy  with  respect  to  wages  as  we  now 
do  in  WIN,  and  in  the  proposed  Manpower  Training  Act.     We  do 
not  require  a  person  to  take  a  job  that  pays  less  than  the 
applicable  minimum  wage,  or  the  prevailing  wage,  whichever  is 
higher. 
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But  a  policy  of  this  sort  does  not  contain  the  whole 
story.     Our  objective  is  to  move  people  out  of  poverty  and 
off  welfare.     We  are  not  going  to  be  out  looking  for  low  wage 
jobs.     We  want  the  highest  wages  possible.     And  to  the  maxi- 
mum possible  extent  we  are  going  to  train  people  for  jobs  at 
decent  wages,  whenever  we  find  that  they  cannot  get  good 
jobs  with  their  present  skills. 

There  is  no  intention  of  doing  anything  that  would  under- 
mine existing  wage  levels.     We  are  not  going  to  open  up  a 
new  cheap  labor  supply  to  employers  who  are  not  paying  the 
going  rate . 

Having  said  this,   I  hasten  to  add  that  the  labor  market 
itself  must  be  recognized  as  a  constraint  on  the  full 
achievement  of  our  expectations.     It  is  a  fact  that  our 
economy  has  a  lot  of  jobs  that  pay  low  wages.     We  are  not 
going  to  be  remaking  the  economy  in  this  program.     We  have 
to  relate  to  the  labor  market.     We  can  only  put  people  in  the 
jobs  that  exist. 

What  this  means  is  that  we  will  have  to  thread  our  way 
between  our  goals  of  providing  good  jobs--after  training  when 
possible- -and  the  realities  of  the  kinds  of  jobs  that  are 
available. 
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Although  Feunily  Assistance  relies  primarily  on  in- 
centives to  work,  it  does  include  sanctions.    These  sanctions 
should  be  put  into  perspective. 

By  and  large  we  expect  that  people  will  take  jobs  as 
we  eliminate  the  barriers  that  have  stood  in  the  way  of 
employment.     Studies  have  shown  that  people  on  welfare  are 
little  different  in  their  attitudes  toward  employment  than 
persons  not  on  welfare. 

With  the  strong  incentives  to  work  that  are  built  into 
the  Family  Assistance  structure,  I  do  not  believe  that  it 
will  be  necessary  to  use  sanctions  very  frequently.     It  is 
clear,  even  at  present,  that  the  AFDC  population  is  not  a 
static  one.     People  are  leaving  the  rolls  every  day  for  a 
variety  of  reasons,   including  taking  jobs.     Of  the  600,000 
who  left  the  rolls  during  1968,   37%  departed  because  of 
increased  earnings  of  someone  in  the  home. 

The  denial  of  benefits  in  the  Unemployment  Insurance 
system  because  of  refusal  to  accept  suitable  work  is  a 
relatively  infrequent  occurence.     In  fiscal  year  1969,  less 
than  .1  per  cent  of  claimant  contacts  resulted  in  a  dis- 
qualification from  benefits  due  to  refusal  to  accept  suitable 
work. 
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There  undoubtedly  will  be  some  who  will  refuse  work  in 
Family  Assistance,  despite  the  strong  incentives  vAiich  exist. 
It  would  not  be  fair  to  those  who  do  work,  or  to  the  Nation's 
taxpayers,   to  allow  them  to  choose  idleness  and  a  "free  ride." 
A  work  requirement  is  not  unreasonable  as  a  condition  of 
receiving  Family  Assistance  benefits. 

THE  WORKING  POOR 

By  and  large,  the  programs  that  have  been  designed  thus 
far  to  fight  poverty  have  concentrated  on  the  unemployed  or 
families  without  a  breadwinner.     But  this  is  not  the  full 
face  of  poverty.     In  the  majority  of  poor  families,  where  the 
head  is  under  65,   the  family  head  is  working.     Thus,  the 
working  sector  harbors  as  much  poverty  as  the  non-working 
sector. 

Who  and  where  are  the  working  poor? 

—    half  live  in  the  South 

over  one  out  of  three  of  the  family  heads  have  less 
than  8  years  of  education 

over  four  out  of  ten  of  the  family  heads  do  not  work 
full  time,  the  year  round 

one  out  of  three  is  black 
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The  Family  Assistance  Act  covers  the  working  poor,  and 
thereby  includes  them  in  the  efforts  of  the  Nation  to 
eliminate  poverty.     Those  Who  are  employed  and  still  poor 
will  have  their  wages  supplemented  as  well  as  those  v^o  are 
not  able  to  work. 

We  estimate  that  among  the  population  covered  by  the 
Family  Assistance  Act,  there  are  1.8  million  family  heads  who 
work  full  time,  for  a  full  year,  and  still  suffer  the 
affliction  of  poverty.     This  is  a  larger  number  than  those 
vAio  do  not  work  at  all. 

It  is  a  group,  we  believe,  that  deserves  the  concern  of 
the  Nation  and  inclusion  in  the  legislation  which  is  before 
you. 

RELIANCE  ON  THE  REGULAR  ECONOMY  FOR  JOBS 

We  believe  that  "work  experience"  programs,  in  which 
people  are  employed  for  temporary  periods  in  public  service 
jobs,  are  a  useful  component  of  a  comprehensive  manpower 
system.     Such  programs  can  be  helpful  in  cases  where  there 
is  no  recent  experience  in  employment  by  providing  an 
opportunity  to  learn  the  demands  of  work. 
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It  is  not  our  intent  to  create  jobs  in  the  public  sector 
especially  for  the  hard-core  unemployed  as  a  way  of  solving 
manpower  problems.     We  believe  that  such  jobs  are  not  a 
solution  to  employment  problems,   and  represent  instead  a 
failure  to  face  up  to  the  more  difficult  task  of  equipping 
individuals  to  compete  for  the  ever  increasing  number  of  real 
jobs  that  our  economy  is  producing.     We  estimate  that  there  will 
be  2  million  job  openings  a  year  in  clerical,    sales,  and 
operative  occupations. 

The  problem,   as  we  see  it,    is  to  remove  people  who  can  work 
from  positions  of  economic  dependence.     We  believe  this  means 
they  should  not  have  to  depend  on  government  supplying  their 
work  and  their  wages,    just  as  m.uch  as  it  means  that  they  should 
strive  for  independence  from  public  welfare.     A  welfare  job 
is  no  substitute  for  a  welfare  check. 

Neither  do  we  believe  that  public  employment  should  be  a 
basis  for  guaranteeing  jobs.     Government  should  assume  a  res- 
ponsibility for  maintaining  a  healthy  economy  that  produces 
enough  jobs,   and  commit  itself  to  preparing  people  to  fill  those 
jobs.     We  want  no  work  inventing  system  that  offers  a  way  around 
this  basic  responsibility. 

In  fact,   regular  public  employment  in  State  and  local 
governments  is  increasing  every  year.     We  have  launched 
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efforts  to  channel  disadvantaged  persons  into  those  jobs,  in 
much  the  same  way  that  private  employers  are  encouraged  to 
hire  and  train  such  workers  in  the  JOBS  program  run  by  the 
National  Alliance  of  Businessmen.     We  are  interested  in 
developing  more  of  these  regular  public  jobs  for  the 
disadvantaged . 

The  Manpower  Training  Act  provides  authority  for  the 
kind  of  work  projects  that  I  have  described.     The  Family 
Assistance  Act,  which  is  written  to  parallel  the  Manpower 
Training  Act  with  regard  to  the  services  offered,  also 
includes  such  authority.     We  intend  to  use  it  where  it 
applies,   in  a  context  of  moving  people  into  regular  jobs. 
But  we  do  not  expect  it  to  be  a  major  feature  of  the  manpower 
program. 

Mr.  Qiairman,  these  are  the  main  points  I  wanted  to  make 
in  irr/  formal  statement. 

We  recognize  that  this  new  departure  in  welfare  will 
require  a  substantial  initial  investment.     But  we  believe 
that  a  transformed  system  will  set  in  motion  forces  that 
will  lessen  dependency  and  foster  economic  growth.  These 
substantial  "start  up"  costs  now  will  ultimately  cost  us 
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less  as  a  Nation,  both  in  terms  of  dollars  expended  and  lives 
wasted  and  warped. 

This  program  has  had  the  benefit  of  extended  analysis 
and  discussion,  at  the  highest  levels,  and  throughout  the 
Administration.     We  feel  we  are  right  about  the  need  to 
reform  welfare,   and  the  directions  we  have  chosen.     As  we 
remove  the  barriers  to  employment  through  training  and  child 
care  programs,   and  as  we  build  work  incentives  into  the 
allowance  structure — and  remove  the  disincentives--welf are 
people  will  go  to  work  and  the  upward  spiral  of  costs  will 
be  reversed. 

Through  the  centuries  our  social  policies  have  become 
much  more  humane,  but  whatever  the  purity  of  our  intentions, 
actions  have  often  been  perverse,  with  a  tendency  to  punish 
as  well  as  protect.     The  right  to  life  for  all  our  citizens 
is  a  matter  that  calls  for  our  best  effort,  and  our  most 
considered  judgment. 

I  recall  to  you  the  opening  words  of  the  President's 
message,  that  "A  measure  of  the  greatness  of  a  powerful 
nation  is  the  character  of  the  life  it  creates  for  those  who 
are  powerless  to  make  ends  meet." 
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Mr.  Mills,  from  the  Committee  on  Ways  and  Means, 
submitted  the  following 

REPORT 

[To  accompany  H.R.  15095] 

The  Committee  on  Ways  and  Means,  to  whom  was  referred  the  bill 
(H.R.  15095)  to  increase  benefits  under  the  old-age,  survivors,  and  dis- 
ability insurance  program,  having  considered  the  same,  report  favor- 
ably thereon  without  amendment  and  recommend  that  the  bill  do 
pass. 

I.  PURPOSE  OF  THE  BILL 

# 

The  purpose  of  H.R.  15095  is  to  provide  an  across-the-board  in- 
crease in  social  security  benefits  of  15  percent  for  the  25  million  elderly 
people,  disabled  people  and  their  dependents,  and  widows  and  orphans 
who  now  get  monthly  social  securitjr  benefits.  In  addition,  the  increase 
would  apply  to  those  people  who  will  come  on  the  benefit  rolls  in  the 
future. 

XL  DISCUSSION  OF  THE  PROVISIONS  OF  THE  BILL 

On  October  15,  the  Committee  on  Ways  and  Means  held  extensive 
public  hearings  on  all  aspects  of  the  Social  Security  Act,  including  the 
old-age,  survivors,  and  disability  insurance  program,  the  public  as- 
sistance programs,  and  the  medicare  and  medicaid  programs.  As  the 
evidence  presented  at  these  hearings  unfolded,  it  became  obvious  that 
there  was  a  pressing  and  urgent  need  for  an  across-the-board  increase  in 
the  social  security  payments  of  people  now  on  the  benefit  rolls.  The 
information  supplied  to  your  committee  indicated  that  the  need  was 
such  that  the  increase  should  be  provided  as  quickly  as  possible.  More- 
over, a  recent  revision  in  the  long-range  cost  estimates  of  the  system 
showed  for  the  old-age,  survivors,  and  disability  programs  an  actuarial 
surplus  of  1.16  percent  of  taxable  payroll — ^an  amount  sufficient  to  meet 
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the  cost  of  a  15-percent  benefit  increase.  Tlierefore,  your  committee 
unanimously  recommends  that  social  security  benefits  be  increased  by 
15  percent,  eft'ective  with  the  benefits  payable  for  January  1970.  The 
benefit  increase  will  be  reflected  in  the  checks  issued  on  April  13,  1970, 
as  is  further  explained  below. 

Your  committee  is  convinced  of  the  necessity  to  consider  without 
unnecessary  delay  the  many  issues  affecting  the  various  programs  un- 
der the  Social  Security  Act  which  may  call  for  legislative  modifica- 
tion, and  it  intends  to  continue  consideration  of  these  issues  as  its  first 
order  of  business  when  the  Congress  reconvenes  next  year.  At  that 
time,  your  committee  will  continue  its  consideration  of  the  President's 
social  security  and  welfare  recommendations  along  with  other  pro- 
posals relating  to  public  assistance  and  social  security,  including  the 
operation  of  the  medicare  and  medicaid  programs.  However,  your 
committee  does  not  believe  the  15-percent  benefit  increiase  for  social 
security  beneficiaries  should  be  delayed  pending  the  committee's  con- 
sideration of  these  other  matters. 

Nmnber  of  persons  affected:  Your  committee's  bill  would  provide 
increased  payments  to  the  more  than  25  million  beneficiaries  who  will 
be  on  the  benefit  rolls  in  January  1970.  Your  committee  has  been  in- 
formed that  additional  payments  in  fiscal  year  1970  would  total  $1.7 
billion,  and  that  payments  in  the  first  full  calendar  year  in  which  the 
increased  benefits  are  paid — 1971 — would  total  $4.4  billion. 

Minimum^  and  77iaximum  heneflt  changes :  Under  the  bill,  the  mini- 
mum benefit  for  a  retired  worker  coming  on  the  benefit  rolls  at  or  after 
age  65,  and  for  a  disabled  worker,  would  be  increased  from  $55  to  $64 
per  month.  The  maximum  w^orker's  benefit  would  be  increased  from 
$218  to  $250.70.  (Although  this  maximum  benefit  is  not  payable  until 
the  year  2006  to  people  retired  at  age  65,  maximum  benefits  are  possible 
earlier  for  disabled  people  and  for  survivor  families.) 

Special  age  72  heneflts  also  increased :  The  special  payments  for  cer- 
tain people  aged  72  and  older  who  either  have  not  worked  at  all  under 
social  security  or  have  not  worked  long  enough  to  qualify  for  regular 
social  security  cash  benefits  w^ould  also  be  increased  by  15  percent — 
from  $40  for  an  individual  and  from  $60  for  a  couple  to  $46  and  $69, 
respectively. 

E-ffective  date  :  Because  of  the  time  required  to  make  the  necessary 
changes  in  the  Social  Security  Administration  records  and  procedures 
that  are  needed  to  pay  the  new^,  higher  amounts,  the  first  check  which 
could  reflect  the  new  rates  would  be  for  next  March,  jDayable  in  April. 
In  addition,  a  separate  check  covering  the  retroactive  increase  for  the 
January  and  February  payments  would  be  paid  in  April. 

The  following  table  shows  illustrative  benefit  amounts  under  pres- 
ent law  and  under  the  proposed  increase  : 
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Widow,  widower,  or  parent, 
Worker  i                      Man  and  wife  » 2                       age  62 
Average  monthly    —  


earnings  Present  law  Bill     Present  law  Bill     Present  law  Bill 


j  Minimum  3   $55.00  $64.00  $82.50  $96.00  $55.00  $84.00 

$150   88.40  101.70  132.60  152.60  73.00  83.90 

'  $250   115.00  132.30  172.50  198.50  94.90  1  09.20 

I  $350...  140.40  161.50  210.60  242.30  115.90  133.30 

$450._.    .         ...  165.00  189.80  247.50  284.70  136.20  156.60 

I  $550...    189.90  218.40  284.90  327.60  156.70  180.20 

I  $650   218.00  250.70  323.00         4  376. 10  179.90  206.90 


1  For  a  worker  who  is  disabled  or  who  is  age  65  or  older  at  the  time  of  retirement  and  a  wife  age  65  or  older  at  the  time 
when  she  comes  on  the  rolls. 

2  Survivor  benefit  amounts  for  a  widow  and  1  child  or  for  2  parents  would  be  the  same  as  the  benefits  for  a  man  and  wife, 
except  that  the  total  benefits  would  always  equal  150  percent  of  the  worker's  primary  insurance  amount;  it  would  not  be 
limited  to  $323  as  it  is  under  the  present  law. 

3  Average  monthly  earnings  of  $74  or  less  under  the  present  law,  and  of  $76  or  less  under  the  bill. 
<  $105  limit  on  wife's  benefit  is  removed. 

III.  ADDITIONAL  AMENDMENTS  RELATED  TO  THE 
15-PERCENT  BENEFIT  INCREASE 

In  order  to  assure  that  all  beneficiaries  would  get  the  15-percent  in- 
crease, the  $105  monthly  limit  in  present  law  on  the  wife's,  husband's, 
I  and  certain  remarried  widow's  and  widower's  benefits  would  be  re- 
I  moved.  Also,  as  has  been  true  whenever  there  have  been  benefit  in- 
creases in  the  past,  the  bill  w^ould  permit  families  already  on  the  rolls 
to  get  the  15-percent  increase  for  January  and  succeeding  months  even 
though  payments  to  such  families  exceed  the  maximum  limit  on  family 
benefit  payments  for  their  particular  average  monthly  wage. 

Because  H.R.  15095  increases  disability  insurance  benefits  by  15  per- 
cent— which  are  paid  out  of  the  disability  insurance  trust  fund — your 
committee  would  provide  a  15-percent  increase  in  the  allocation  of  so- 
cial security  tax  income  to  the  disability  insurance  trust  fund.  Begin- 
ning in  1970,  the  allocation  to  the  trust  fund  would  be  increased  from 
0.95  percent  of  taxable  wages  to  1.1  percent  of  taxable  wages  and  from 
0.7125  percent  of  taxable  self -employment  income  to  0.825  percent  of 
taxable  self -employment  income. 

Under  present  law  the  disability  insurance  trust  fund  is  in  approxi- 
mate acturial  balance,  having  a  long-range  balance  of  —0.01  per- 
cent of  taxable  payroll.  The  old-age  and  survivors  insurance  trust  fund 
has  a  substantial  positive  balance,  amounting  to  1.17  percent  of  taxable 
payroll.  The  increase  in  the  allocation  of  contribution  income  to  the 
disability  insurance  trust  fund  will  meet  the  cost  of  the  15-percent 
benefit  increase  provided  under  the  bill  for  disability  beneficiaries  and 
keep  the  disability  insurance  trust  fund  in  actuarial  balance,  while 
leaving  the  old-age  and  survivors  insurance  trust  fund  in  approximate 
actuarial  balance. 

IV.  ACTUARIAL  COST  ESTIMATES  FOR  THE  OLD-AGE, 
SURVIVORS,  AND  DISABILITY  INSURANCE  SYSTEM 

(a)  Sunhmary  of  actuarial  cost  estimates 

The  old-age,  survivors,  and  disability  insurance  system,  as  modified 
by  your  committee's  bill,  has  an  estimated  cost  for  benefit  payments 
and  administrative  expenses  that  is  very  closely  in  balance  with  contri- 
bution income.  This  also  was  the  case  for  the  1950  and  subsequent 
amendments  at  the  time  they  were  enacted. 
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The  old-age  and  survivors  insurance  system  as  modified  by  your 
committee's  bill  shows  an  actuarial  balance  of  —  0.08  percent  of  taxable 
payroll  under  the  intermediate-cost  estimate.  This  is,  of  course,  very 
close  to  an  exact  balance,  especially  considering  that  a  range  of  varia- 
tion is  necessarily  present  in  the  long-range  actuarial  cost  estimates 
and,  further,  that  rounded  tax  rates  are  used  in  actual  practice.  Accord- 
ingly, the  old-age  and  survivors  insurance  program,  as  it  would  be 
changed  by  your  committee's  bill,  is  actuarially  sound. 

The  separate  disability  insurance  trust  fund,  established  under  the 
1956  act,  shows  exact  actuarial  balance  under  the  provisions  that  would 
be  in  effect  after  enactment  of  your  committee's  bill,  betiause  the  contri- 
bution rate  allocated  to  this  fund  is  exactly  the  same  as  the  cost  of  the 
disability  benefits  based  on  the  intermediate-cost  estimate.  Accord- 
ingly, the  disability  insurance  program,  as  it  would  be  modified  by 
your  committee's  bill,  is  actuarially  sound. 

(h)  Contribution  rate  schedule  for  old-age,  survivors^  arvd  disability 
insurance  in  hill 

The  contribution  schedule  for  old-age,  survivors,  and  disability 
insurance  in  present  law  is  not  changed  by  your  committee's  bill. 

These  tax  schedules  are  as  follows : 

(Percent) 


Combined 

employer-  Self-employed 

Calendar  year  employee  rate  rate 


1969-70..-      8.4  6.3 

1971-72...     9.2  6.9 

1973  and  after      10.0  7.0 


The  allocated  rates  to  the  tw^o  trust  funds  that  are  applicable  to  the 
combined  employer-employee  contribution  rate  for  your  committee's 
bill,  as  compared  with  present  law,  are  as  follows : 

(Percent) 

Old-age  and  survivors 

insurance  Disability  insurance 

Present      Committee  Present  Committee 


Calendar  year  lavi/  bill  law  bill 


1970   7.45  7.30  0.95  1.10 

1971-72   8.25  8.10  .95  1.10 

1973  and  after   9.05  8.90  .95  1.10 


The  allocation  for  disability  insurance  with  respect  to  the  self-em- 
ployed rate  is  increased  from  0.7125  percent  under  present  law  to 
0.825  percent  under  your  committee's  bill. 

(c)  Actuarial  balance  of  program  after  enactment  of  1967  a/it 

The  changes  made  by  the  1967  amendments  involved  an  increased 
cost  that  Avas  fully  met  by  the  accompanying  changes  in  the  financing 
provisions  (namely,  an  increase  in  the  contribution  rates  in  1973  and 
after  and  an  increase  in  the  earnings  base) .  After  an  increase  in  the 
allocation  to  the  disability  insurance  system,  both  that  portion  of  the 
program  and  the  old-age  and  survivors  insurance  portion  were  esti- 
mated to  be  in  close  actuarial  balance. 
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In  1968  the  cost  estimates  were  completely  revised,  based  on  the 
availability  of  new  operating  data.  The  new  estimates  showed  signifi- 
cantly lower  costs.  The  actuarial  balance  of  the  old-age,  survivors,  and 
disability  insurance  program  increased  from  +0.01  percent  of  tax- 
able payroll  to  +0.53  percent  of  taxable  payroll.  The  factors  con- 
tributing to  lower  costs  were  as  follows:  (1)  use  of  1968  earnings 
assumption  (instead  of  1966  earnings)  +0.33  percent;  (2)  use  of 
41/4  percent  interest  assumption  (instead  of  3%  percent),  +0.11 
percent;  (3)  use  of  higher  female  labor  force  participation  rates, 
+  0.06  percent ;  and  (4)  other  factors,  +0.02  percent. 

Then,  in  1969,  another  complete  revision  of  the  actuarial  cost  esti- 
mates was  made.  The  estimated  cost  of  the  program  was  again  signifi- 
cantly reduced.  The  actuarial  balance  of  the  old-age,  survivors,  and 
disability  insurance  program  was  thereby  increased  from  the  figure 
of  +0.53  percent  of  taxable  payroll  according  to  the  1968  estimate  to 
+  1.16  percent  of  taxable  payroll.  The  factors  contributing  to  lower 
costs  were  as  follows:  (1)  use  of  1969  earnings  assumption  (instead 
of  1968  earnings),  +0.22  percent;  (2)  use  of  4%-percent  interest 
assumption  (instead  of  4%  percent),  +0.11  percent;  (3)  use  of  higher 
labor  force  participation  rates,  for  both  men  and  women,  +0.23  per- 
cent; and  (4)  other  factors,  +0.07  percent. 

(d)  Actuarial  halcmce  of  OASDI  system 

According  to  the  latest  cost  estimates  made  for  the  1967  act,  there  is 
a  very  favorable  actuarial  balance  for  the  combined  old-age,  survivors, 
and  disability  insurance  system,  but  that  there  is  a  deficit  of  0.01  per- 
cent of  taxable  payroll  for  the  disability  insurance  portion,  and  a 
favorable  balance  of  1.17  percent  of  taxable  payroll  for  the  old-age 
and  survivors  insurance  portion. 

Under  your  committee's  bill,  the  benefit  changes  proposed  would  be 
financed  by  utilizing  the  existing  favorable  actuarial  balance,  without 
any  increases  in  the  contribution  rates  and  the  earnings  base.  Accord- 
ingly, since  the  disability  insurance  system  is  in  such  close  actuarial 
balance  under  existing  law,  it  is  necessary  to  increase  the  portion  of 
the  combined  contributions  which  are  allocated  to  it,  so  as  to  finance 
the  cost  of  the  15-percent  benefit  increase.  Under  the  new  allocation 
basis,  both  the  old-age  and  survivors  insurance  system  and  the  dis- 
ability insurance  system  are  in  close  actuarial  balance. 

Table  I  traces  through  the  change  in  the  actuarial  balance  of  the 
system  from  its  situation  under  present  law,  according  to  the  latest 
estimate,  to  that  under  your  committee's  bill,  by  type  of  major  changes 
involved,  determined  as  of  January  1,  1970. 

TABLE  I.— CHANGES  IN  ACTUARIAL  BALANCE  OF  OLD-AGE,  SURVIVORS,  AND  DISABILITY  INSURANCE  SYSTEM, 
EXPRESSED  IN  TERMS  OF  ESTIMATED  LEVEL-COST  AS  PERCENTAGE  OF  TAXABLE  PAYROLL,  BY  TYPE  OF  CHANGE, 
INTERMEDIATE-COST  ESTIMATE,  PRESENT  LAW  AND  COMMITTEE  BILL 


[Percent] 


Item 


Old-age  and 
survivors 
insurance 


Disability 
insurance 


Total 
system 


Actuarial  balance  of  present  system. 


Benefit  increase  of  15  percent  

Revised  allocation  of  contribution  rate. 


-0.  01 
-.14 
+.15 


+1.16 
-1.24 
.00 


—  I.  lU 

-.15 


Total  effect  of  cnanges  in  bill. 


-1.25 


+.01 


-1.24 


Actuarial  balance  under  bill 


08 


.00 


-.08 
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The  changes  made  by  your  committee's  bill  would  maintain  the 
sound  actuarial  position  of  the  old-age,  survivors,  and  disability  in- 
surance system.  The  estimated  actuarial  balance  of  —0.08  percent  of 
taxable  payroll  is  inside  the  established  limit  within  which  the  sys- 
tem is  considered  substantially  in  actuarial  balance. 

It  should  be  emphasized  that  in  1950  and  in  subsequent  amend- 
ments, the  Congress  did  not  recommend  that  the  system  be  financed 
by  a  high  level  tax  rate  in  the  future,  but  rather  recommended  an 
increasing  schedule,  which,  of  necessity,  ultimately  rises  higher  than 
such  a  level  rate.  Nonetheless,  this  graded  tax  schedule  will  produce 
a  considerable  excess  of  income  over  outgo  for  many  years  so  that  a 
sizable  trust  fund  will  develop,  although  not  as  large  as  would  arise 
under  an  ecjuivalent  level  tax  rate.  This  fund  will  be  invested  in  Gov- 
ernment securities  (just  as  is  also  the  case  for  the  trust,  fmids  of  the 
civil  service  retirement,  railroad  retirement,  national  service  life  in- 
surance, and  U.S.  Government  life  insurance  systems) .  The  resulting  ! 
interest  income  will  help  to  bear  part  of  the  higher  benefit  costs  of 
the  future. 

(e)  Level-costs  of  henefit  payments,  hy  type 

The  level-cost  of  the  old-age  and  survivors  insurance  benefit  pay- 
ments (without  considering  administrative  expenses,  the  railroad  re- 
tirement financial  interchange,  and  the  effect  of  interest  earnings  on 
the  existing  trust  fund)  under  the  1967  act,  according  to  the  latest 
intermediate-cost  estimate,  is  7.82  percent  of  taxable  payroll,  and  the 
corresponding  figure  for  the  program  as  it  would  be  modified  b}^  your 
committee's  bill  is  8.92  percent.  The  corresponding  figures  for  the  dis- 
ability benefits  are  0.96  percent  for  the  1967  act  and  1.10  percent  for 
your  committee's  bill. 

Table  II  presents  the  benefit  costs  for  the  old-age,  survivors,  and 
disability  insurance  system  as  it  would  be  after  enactment  of  your 
committee's  bill,  separately  for  each  of  the  various  types  of  benefits. 

TABLE  II.— ESTIMATED  LEVEL-COST  OF  BENEFIT  PAYMENTS,  ADMINISTRATIVE  EXPENSES,  AND  INTEREST  f 
EARNINGS  ON  EXISTING  TRUST  FUND  UNDER  THE  OLD-AGE,  SURVIVORS,  AND  DISABILITY  INSURANCE  SYSTEM,  ' 
AFTER  ENACTMENT  OF  COMMITTEE  BILL,  AS  PERCENTAGE  OF  TAXABLE  PAYROLL.i  BY  TYPE  OF  BENEFIT,  | 
INTERMEDIATE-COST  ESTIMATE  [ 

[Percent]  I 

  I 

Old-age  and 

survivors  Disability 

Item 


Old-age  and 
survivors 
insurance 

Disability 
insurance 

6.16 

0. 90 

.50 

.06 

1.30 

0) 

.01 

0) 

.74 

.14 

.13 

0) 

.08 

(2) 

8.  92 

1.10 

.13 

.04 

.07 

.00 

-.26 

-.04 

8.  86               1. 10 

Primary  benefits  

Wife's  and  husband's  benefits  

Widow's  and  widovi/er's  benefits  

Parent's  benefits  

Child's  benefits  

Mother's  benefits  

Lump-sum  death  payments  

Total  benefits  

Administrative  expenses  

Railroad  retirement  financial  interchange. 
Interest  on  existing  trust  fund  3  

Net  total  level-cost  


'  Including  adjustment  to  reflect  the  lower  contribution  rate  on  self-employment  income  and  on  tips,  as  compared  with 
the  combined  employer-employee  rate. 

2  This  type  of  benefit  is  not  payable  under  this  program. 

3  This  item  includes  reimbursement  for  additional  cost  of  noncontributory  credit  for  military  service  and  is  taken  as  an 
offset  to  the  benefit  and  administrative  expense  costs. 


(/)  Income  and  outgo  in  near  future 

Under  your  committee's  bill,  benefit  disbursements  under  the  old- 
age,  survivors,  and  disability  insurance  system  will  increase  by  $1.7 
billion  in  fiscal  year  1970  over  present  law;  this  represents  the  increase 
for  5  months'  of  benefit  payments — since  the  increase  is  first  effective 
for  January  1970. 

Under  the  program  as  modified  by  your  committee's  bill,  according 
to  this  estimate,  the  old-age  and  survivors  insurance  trust  fund  will 
increase  by  about  $1.6  billion  in  1970.  In  1971-72,  the  trust  fund  will 
increase  by  about  $5  billion  per  year.  In  the  next  2  years,  as  a 
result  of  the  scheduled  increase  in  the  contribution  rates  in  1973,  the 
trust  fund  will  increase  by  about  $11  billion  each  year.  Table  III 
presents  these  short-range  estimates. 

TABLE  III.— PROGRESS  OF  OLD-AGE  AND  SURVIVORS  INSURANCE  TRUST  FUND,  SHORT-RANGE  ESTIMATE 

[In  millions] 


Railroad 
retirement 

Adminis-      financial  Balance  in 

Contribu-        Benefit        trative         inter-    Interest  on    fund  at  end 
Calendar  year  tions     payments     expenses      change  2         fundi       of  year  3 


Actual  data: 

1951     $3,367  $1,885 

1952   3,819  2,194 

1953    3,945  3,006 

1954     5,163  3,670 

1955    5,713  4,968 

1956   6,172  5,715 

1957     6,825  7,347 

1958.     7,566  8,327 

1959     8,052  9,842 

1960...   10,866  10,677 

1961    11,285  11,862 

1962     12,059  13,356 

1963   14,541  14,217 

1964   15,689  14,914 

1965     16,017  16,737 

1966    20,658  18,267 

1967     23,216  19,468 

1968..    24,101  22,642 

Estimated  data  (short-range  estimate),  committee  bill: 

1969  4   28, 523  24, 245 

1970   30,089  28,799 

1971   34,527  30,288 

1972     36,455  31,414 

1973     41,429  32,518 

1974     43,459  33,641 


$81 


92 
119 
132 
162 
194 
184 
203 
239 
256 
281 
296 
328 
256 
406 
476 


516 
532 
551 
571 
591 


-$21 
-7 
-5 
-2 
124 
282 
318 
332 
361 
423 
403 
436 
444 
508 
438 

491 
526 
564 
633 
621 
612 


$417 
365 
414 
447 
454 
526 
556 
552 
532 
516 
548 
526 
521 
569 
593 
644 
818 
939 

1,139 
1,352 
1,562 
1,872 
2, 308 
2,870 


$15, 540 
17, 442 
18,707 
20,  576 
21,663 
22,  519 
22, 393 
21,864 
20, 141 
20, 324 
19, 725 
18,337 
18,480 
19,125 
18,235 
20, 570 
24, 222 
25,704 

30, 161 
31,761 
36,466 
42, 195 
52,222 
63. 707 


1  An  interest  rate  of  4.75  percent  is  used  in  determining  the  level  costs,  under  the  intermediate-cost  long-range  estimates, 
but  in  developing  the  progress  of  the  trust  fund  a  varying  rate  in  the  early  years  has  been  used. 

2  A  negative  figure  indicates  payment  to  the  trust  fund  from  the  railroad  retirement  account,  and  a  postive  figure  indi- 
cates the  reverse. 

3  Not  including  amounts  in  the  railroad  retirement  account  to  the  credit  of  the  old-age  and  survivors  insurance  trust 
fund.  In  millions  of  dollars,  these  amounted  to  $377  for  1953,  $284  for  1954,  $163  for  1955,  $60  for  1956,  and  nothing  for 
1957  and  thereafter. 

^  Estimated  data  for  present  law. 

Note:  Contributions  include  reimbursement  for  additional  cost  of  noncontributory  credit  for  military  service  and  fo 
the  special  benefits  payable  to  certain  noninsured  persons  aged  72  or  over. 

The  disability  insurance  trust  fund  is  estimated  to  increase  by  about 
$1.4  billion  in  1970  under  your  committee's  bill,  and  by  somewhat 
larger  amounts  each  year  thereafter  for  the  next  few  years.  Table  IV 
presents  these  short-range  estimates. 
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TABLE  IV.— PROGRESS  OF  DISABILITY  INSURANCE  TRUST  FUND,  SHORT-RANGE  ESTIMATE 

[In  millions] 


Railroad 

retirement  Balance 

Adminis-      financial  in  fund 

Contri-        Benefit        trative         inter-  interest          at  end 

Calendar  year                                 butions     payments      expenses      change  i  on  fund  2         of  year 


Actual  data: 
1957 

$702 
966 

$57 
249 

$3 

$7 
25 

$649 
1,379 

1958   

12 

1959  

891 

457 

50 

-$22 

40 

1,825 

1960    

1,010 

568 

36 

-5 

53 

2,289 

1961   

1,038 

887 

64 

5 

66 

2, 437 

1962  

1,046 

1,105 

66 

11 

68 

2,368 

1963   

1,099 

1,210 

68 

20 

66 

2,235 

1964  

1, 154 

1,309 

79 

19 

64 

2, 047 

1965    

1,188 

1,573 

90 

24 

59 

1,606 

1966  

2,022 

1,784 

137 

25 

58 

1,739 

1967.   

2, 302 

1,950 

109 

31 

78 

2,029 

1968..   

3, 454 

2,  294 

127 

20 

106 

3,025 

Estimated  data  (short-range  estimate), 

committee  bill: 

1969  3    

3, 643 

2,  563 

151 

21 

180 

4,113 

1970   

4,419 

3,092 

162 

18 

260 

5, 520 

1971  -   

4,693 

3,298 

169 

17 

334 

7,  063 

1972  

4,913 

3,462 

174 

21 

412 

8,  731 

1973   -  

5, 136 

3,607 

181 

22 

500 

10, 557 

1974    

5, 369 

3, 731 

187 

23 

596 

12,  581 

1  A  negative  figure  indicates  payment  to  the  trust  fund  from  the  railroad  retirement  account,  and  a  positive  figure  indi- 
cates the  reverse. 

2  An  interest  rate  of  4.75  percent  is  used  in  determining  the  level-costs  under  the  intermediate-cost  long-range  estimates 
but  in  developing  the  progress  of  the  trust  fund  a  varying  rate  in  the  early  years  has  been  used. 

3  Estimated  data  for  present  law. 

Note:  Contributions  include  reimbursement  for  additional  cost  of  noncontributory  credit  for  military  service. 

(g)  Long-range  operations  of  OASI  trust  fimd 

Table  V  gives  the  estimated  operations  of  the  old-age  and  survivors 
insurance  trust  fund  under  the  program  as  it  would  be  changed  by 
your  committee's  bill  for  the  long-range  future,  based  on  the  inter- 
mediate-cost estimate.  It  will,  of  course,  be  recognized  that  the  figures 
for  the  next  two  or  three  decades  are  the  most  reliable  (under  the 
assumption  of  level-earnings  trends  in  the  future)  since  the  popula- 
tions concerned — both  covered  workers  and  beneficiaries — are  already 
born.  As  the  estimates  proceed  further  into  the  future,  there  is,  of 
course,  much  more  uncertainty. 

In  every  year  after  1969  for  the  next  15  years,  contribution  income 
under  the  system  as  it  would  be  modified  by  your  committee's  bill  is 
estimated  to  exceed  old-age  and  survivors  insurance  benefit  disburse- 
ments. Even  after  the  benefit-outsfo  curve  rises  ahead  of  the  contribu- 
tion-income curve,  the  trust  fund  will  nonetheless  continue  to  increase 
because  of  the  effect  of  interest  earnings  (which  more  than  meet  the 
administrative  expense  disbursements  and  any  financial  interchanges 
with  the  railroad  retirement  program).  As  a  result,  this  trust  fund 
is  estimated  to  grow  steadily  under  the  intermediate  long-range  cost 
estimate  (with  a  level -earnings  assumption),  reaching  $89  billion  in 
1980  and  about  $160  billion  at  the  end  of  this  century. 
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TABLE  v.— ESTIMATED  PROGRESS  OF  OLD-AGE  AND  SURVIVORS  INSURANCE  TRUST  FUND  UNDER  SYSTEM  AS 
MODIFIED  BY  COMMITTEE  BILL,  LONG-RANGE-INTERMEDIATE-COST  ESTIMATE 

{In  millions] 


Adminis-  Balance  in 

Benefit  trative      Interest  on  fund  at 

Calendar  year  Contributions      payments  i        expenses  fund       end  of  year 


1980   $42,080  $38,956  $614  $3,801  $89,343 

1990    47,578  50,140  714  5,868  132,750 

2000     55,344  56,998  791  7,267  164,715 

2025    -   72,031  92,408  1,163  10,621  232,689 


1  Includes  effect  of  financial  intercliange  provision  with  railroad  retirement  system. 

Note:  Contributions  include  reimbursement  for  additional  cost  of  noncontributory  credit  for  military  service  before 
1957.  No  account  is  taken  in  this  table  of  the  outgo  for  the  special  benefits  payable  to  certain  noninsured  persons  aged  72 
or  over  or  for  the  additional  benefits  payable  on  the  basis  of  noncontributory  credit  for  military  service  after  1967— or  of 
the  corresponding  reimbursement  therefor,  which  is  exactly  counterbalancing  from  a  long-range  cost  standpoint. 

{h)  Long-range  operations  of  D I  trust  fund  ^  - 

The  disability  insurance  trust  fund,  under  the  program  as  it  would 
be  changed  by  your  committee's  bill,  grows  slowly  but  steadily  after 
1969,  according  to  the  intermediate  long-range  cost  estimate,  as  shown 
by  table  YI.  In  1980,  it  is  shown  as  being  $18  billion,  while  in  1990, 
the  corresponding  figure  is  $29  billion.  There  is  a  small  excess  of  con- 
tribution income  over  benefit  disbursements  for  every  year  after  1969 
for  the  next  20  years. 

TABLE  VI.— ESTIMATED  PROGRESS  OF  DISABILITY  INSURANCE  TRUST  FUND  UNDER  SYSTEM  AS  MODIFIED  BY 
COMMITTEE  BILL,  LONG-RANGE-INTERMEDIATE-COST  ESTIMATE 

[In  millions] 


Benefit     Administra-  Interest        Balance  in 


Calendar  year  Contributions      payments »  tive  expenses,         on  fund      fund  at  end 

of  year 


1980..   $5,222  $4,685  $176  $768  $17,606 

1990    5,917  5,806  194  1,284  28,855 

2000    6,887  7,367  238  1,847  41,117 

2025    8,946  10,697  342  1,980  43,685 


>  Includes  effect  of  financial  interchange  provision  with  railroad  retirement  system. 

Note:  Contributions  include  reimbursement  for  additional  cost  of  noncontributory  credit  for  military  service  before  1957. 
No  account  is  taken  in  this  table  of  the  outgo  for  the  additional  benefits  payable  on  the  basis  of  noncontributory  credit  for 
military  service  after  1967— or  of  the  corresponding  reimbursement  therefor,  which  is  exactly  counterbalancing  from  a 
long-range  cost  standpoint. 
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V.  Changes  in  Existing  Law  Made  by  the  Bill,  As  Reported 

In  compliance  with  clause  3  of  Rule  XIII  of  the  Rules  of  the  House 
of  Representatives,  changes  in  existing  law  made  by  the  bill,  as 
reported,  are  shown  as  follows  (existing  law  proposed  to  be  omitted  is 
enclosed  in  black  brackets,  new  matter  is  printed  in  italic,  existing  law 
in  which  no  change  is  proposed  is  shown  in  roman)  : 

SOCIAL  SECURITY  ACT 

Hi  4:  *  « 

TITLE  II— FEDERAL  OLD-AGE,  SURVIVORS,  AND 
DISABILIITY  INSURANCE  BENEFITS 

Federal  Old-Age  and  Survivors  Insurance  Trust  Fund  and  Federal 

Disability  Insurance  Trust  Fund 

Section  201.  (a)  *  *  * 

(b)  There  is  hereby  created  on  the  books  of  the  Treasury  of  the 
United  States  a  trust  fund  to  be  known  as  the  "Federal  Disability 
Insurance  Trust  Fund".  The  Federal  Disability  Insurance  Trust  Fund 
shall  consist  of  such  amounts  as  may  be  appropriated  to,  or  deposited 
in,  such  fund  as  provided  in  this  section.  There  is  hereby  appropriated 
to  the  Federal  Disability  Insurance  Trust  Fund  for  the  fiscal  year  end- 
ing June  30,  1957,  and  for  each  fiscal  year  thereafter,  out  of  any  mon- 
eys in  the  Treasury  not  otherwise  appropriated,  amounts  equivalent  to 
100  per  centum  of — 

(1)  (A)  1/^  of  1  per  centum  of  the  wages  (as  defined  in  sec- 
tion 3121  of  the  Internal  Revenue  Code  of  1954)  paid  after  Decem- 
ber 31,  1956,  and  before  January  1,  1966,  and  reported  to  the 
Secretary  of  the  Treasury  or  his  delegate  pursuant  to  subtitle  F  of 
the  Internal  Revenue  Code  of  1954,  (B)  0.70  of  1  per  centum, of  the 
wages  (as  so  defined)  paid  after  December  31,  1965,  and  before 
January  1, 1968,  and  so  reported,  [and]  (C)  0.95  of  1  per  centum 
of  the  wages  (as  so  defined)  paid  after  December  31,  [1967,  and  so 
reported,]  1967^  and  hefore  January  i,  1970^  and  so  reported^  and 
(D)  1.10  per  centum  of  the  wages  {as  so  defined)  paid  after 
DeceTYhber  31^  1969^  and  so  reported.,  which  wages  shall  be  certified 
by  the  Secretary  of  Health,  Education,  and  Welfare  on  the  basis 
of  the  records  of  wages  established  and  maintained  by  such 
Secretary  in  accordance  with  such  reports ;  and 

(2)  (A)  %  of  1  per  centum  of  the  amount  of  self -employment 
income  (as  defined  in  section  1402  of  the  Internal  Revenue  Code 
of  1954)  reported  to  the  Secretary  of  the  Treasury  or  his  dele- 
gate on  tax  returns  under  subtitle  F  of  the  Internal  Revenue  Code 
of  1954  for  any  taxable  year  beginning  after  December  31,  1956, 
and  before  January  1,  1966,  (B)  and  0.525  of  1  per  centum  of 
the  amount  of  self -employment  income  (as  so  defined)  so  reported 
for  any  taxable  year  beginning  after  December  31,  1965,  and 
before  January  1,  1968,  [and]  (C)  0.7125  of  1  per  centum  of  the 
amount  of  self-em])loyment  income  (as  so  defined)  so  reported 
for  any  taxable  year  beginning:  after  December  31,  1967,  and 
hefore  January  7,  1970^  and  (D)  0.825  of  1  per  centum  of  the 
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amount  of  self -employment  income  (as  so  defined)  so  reported 
for  amy  taxable  year  hegmmjmg  after  December  31^  1969^  which 
self-employment  income  shall  be  certified  by  the  Secretary  of 
Health,  Education,  and  Welfare  on  the  basis  of  the  records  of 
self -employment  income  established  and  maintained  by  the  Sec- 
retary of  Health,  Education,  and  Welf  are  in  accordance  with  such 
returns. 

^  ^  ^  ^  ^  ^  ^ 

Old-Age  and  Survivors  Insurance  Benefit  Payments 
Old-Age  Insurance  Benefits 

Sec.  202.  (a)  *  *  * 

Wife's  Insurance  Benefits 

(b)  (1)  *  *  * 

[(2)  Except  as  provided  in  subsection  (q),  such  wife's  insurance 
benefit  for  each  month  shall  be  equal  to  whichever  of  the  following  is 
the  smaller :  (A)  one-half  of  the  primary  insurance  amount  of  her 
husband  (or,  in  the  case  of  a  divorced  wife,  her  former  husband)  for 
such  months,  or  (B)  $105.] 

{2)  Except  as  provided  in  subsection  (^),  such  wife''s  insurance 
benefit  for  each  month  shall  be  equal  to  one-half  of  the  primary  insur- 
ance amoy/nt  of  her  husband  {or^  in  the  case  of  a  divorced  wife^  her 
former  husbarbd)  for  such  month. 

*  *  *  *  *  *  * 

Husband's  Insurance  Benefits 

(c)  (1)  *  *  * 

[(3)  Except  as  provided  in  subsection  (q),  such  husband's  insur- 
ance benefit  for  each  month  shall  be  equal  to  whichever  of  the  follow- 
ing is  the  smaller:  (A)  one-half  of  the  primary  insurance  amount  of 
his  wife  for  such  month,  or  (B)  $105.] 

{3)  Except  as  provided  in  subsection  (q),  such  husband'' s  insurance 
benefit  for  each  month  shall  be  equal  to  one-half  of  the  primary  insur- 
ance amount  of  his  wife  f  or  such  month. 

Widow's  Insurance  Benefits 

(e)(1)  *  *  * 

(4)  If  a  widow,  after  attaining  the  age  of  60,  marries  an  individual 
(other  than  one  described  in  subparagraph  (A)  or  (B)  of  paragraph 
(3) ),  such  marriage  shall,  for  purposes  of  paragraph  (1),  be  deemed 
not  to  have  occurred ;  except  that,  notwithstanding  the  provisions  of 
paragraph  (2)  and  subsection  (q),  such  widow's  insurance  benefit  for 
the  month  in  which  such  marriage  occurs  and  each  month  thereafter 
prior  to  the  month  in  which  the  husband  dies  or  such  marriage  is 
otherwise  terminated,  shall  be  equal  to  [whichever  of  the  following  is 
the  smaller:  (A)  one-half  of  the  primary  insurance  amount  of  the 
deceased  individual  on  whose  wages  and  self-employment  income  such 
benefit  is  based,  or  (B)  $105]  one-half  of  the  primary  insurance 
amount  of  the  deceased  individual  on  whose  wages  and  self -employ- 
ment income  such  benefit  is  based; 
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Widower's  Insurance  Benefits 

* « * 

(5)  If  a  widower,  after  attaining  the  age  of  62,  marries  an  indi- 
vidual (other  than  one  described  in  subparagraph  (A)  or  (B)  of 
paragraph  (4) ),  such  marriage  shall,  for  purposes  of  paragraph  (1), 
be  deemed  not  to  have  occurred ;  except  that,  notwithstanding  the  pro- 
visions of  paragraph  (3)  and  subsection  (q),  such  widower's  insurance 
benefit  for  the  month  in  which  such  marriage  occurs  and  each  month 
thereafter  prior  to  the  month  in  which  the  wife  dies  or  such  marriage 
is  otherwise  terminated,  shall  be  equal  to  [whichever  of  the  following 
is  the  smaller:  (A)  one-half  of  the  primary  insurance  amount  of  the 
deceased  individual  on  whose  wages  and  self -employment  income  such 
benefit  is  based,  or  (B)  $105]  one-half  of  the  primary  insurance 
amount  of  the  deceased  individual  an  whose  wages  and  self-employ- 
ment income  such  heneflt  is  hased. 

^  $  H<  ^  H:  4: 

Reduction  of  Insurance  Benefits 
Maximum  Benefits 

Sec.  203.  (a)  Whenever  the  total  of  monthly  benefits  to  which  indi- 
viduals are  entitled  under  sections  202  and  223  for  a  month  on  the 
basis  of  the  wages  and  self-employment  income  of  an  insured  indi- 
vidual is  greater  than  the  amount  appearing  in  column  V  of  the  table 
in  section  215(a)  on  the  line  on  which  appears  in  column  IV  such 
insured  individual's  primary  insurance  amount,  such  total  of  benefits 
shall  be  reduced  to  such  amount ;  except  that — 

(1)  when  any  of  such  individuals  so  entitled  would  (but  for  the 
provisions  of  section  202 (k)  (2)  (A)  be  entitled  to  child's  insurance 
benefits  on  the  basis  of  the  wages  and  self -employment  income  of  one 
or  more  other  insured  individuals,  such  total  of  benefits  shall  not  be 
reduced  to  less  than  the  smaller  of:  (A)  the  sum  of  the  maximum 
amounts  of  benefits  payable  on  the  basis  of  the  wages  and  self-employ- 
ment income  of  all  such  insured  individuals,  or  (B)  the  last  figure  in 
column  V  of  the  table  appearing  in  section  215(a),  or 

(2)  when  two  or  more  persons  were  entitled  (without  the  applica- 
tion of  section  202(j)(l)  and  section  223(b))  to  monthly  benefits 
under  section  202  or  223  for  [the  month  of  February  1968^  / anuary 
1970  on  the  basis  of  the  wages  and  self -employment  income  of  such 
insured  individual  and  at  least  one  such  person  was  so  entitled  for 
December  1969  on  the  basis  of  such  wages  and  self -employment  income. 
such  total  of  benefits  for  [such  month]  January  1970  or  any  subsequent 
month  shall  not  be  reduced  to  less  than  the  larger  of — 

(A)  the  amount  determined  under  this  subsection  without 
regard  to  this  paragraph,  or 

( B )  an  amount  equal  to  the  sum  of  the  amounts  derived  by  mul- 
tiplying the  benefit  amount  determined  under  this  title  ( including 
this  subsection,  but  without  the  application  of  section  222(b) ,  sec- 
tion 202 (q),  and  subsections  (b),  (c),  and  (d)  of  this  section),  as 
in  effect  prior  to  [February  1968J  January  1970^  for  each  such 
person  for  [February  1968 J  such  month^  by  [113]  115  percent  and 
raising  each  such  increased  amount,  if  it  is  not  a  multiple  of  $0.10, 
to  the  next  higher  multiple  of  $0.10 ; 

but  in  any  such  case  (i)  paragraph  (1)  of  this  subsection  shall  not 
be  applied  to  such  total  of  benefits  after  the  application  of  subpara- 
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graph  (B),  and  (ii)  if  section  202(k)  (2)  (A)  was  applicable  in  the 
case  of  any  such  benefits  for  [the  month  of  February  1968]  January 
1970^  and  ceases  to  apply  after  such  month,  the  provisions  of  sub- 
paragraph (B)  shall  be  applied,  for  and  after  the  month  in  which 
section  202 (k)  (2)  (A)  ceases  to  apply,  as  though  paragraph  (1)  had 
not  been  applicable  to  such  total  of  benefits  for  [February  1968] 
January  1970^  or 

*  *  *  *  *  * 


Computation  of  Primary  Insurance  Amount 
Sec.  215.  For  the  purposes  of  this  title — 

(a)  Subject  to  the  conditions  specified  in  subsections  (b),  (c),  and 
(d)  of  this  section,  the  primary  insurance  amount  of  an  insured  indi- 
vidual shall  be  whichever  of  the  following  is  the  largest : 

(1)  The  amount  in  column  IV  on  the  line  on  which  in  column 
III  of  the  following  table  appears  his  average  monthly  wage  (as 
determined  under  subsection  (b) )  ; 

(2)  The  amount  in  column  IV  on  the  line  on  which  in  column 
II  of  the  following  table  appears  his  primary  insurance  amount 
(as  determined  under  subsection  (c) )  ; 

(3)  The  amount  in  column  IV  on  the  line  on  which  in  column 
I  of  the  following  table  appears  his  primary  insurance  benefit 
(as  determined  under  subsection  (d) )  ;  or 

(4)  In  the  case  of  an  individual  who  was  entitled  to  a  disability 
insurance  benefit  for  the  month  before  the  month  in  which  he 
died,  became  entitled  to  old-age  insurance  benefits,  or  attained 
age  65,  the  amount  in  column  IV  which  is  equal  to  the  primary 
insurance  amount  upon  which  such  disability  insurance  benefit 
is  based. 

TABLE  FOR  DETERMINING  PRIMARY  INSURANCE  AMOUNT  AND 
MAXIMUM  FAMILY  BENEFITS 


II 


III 


IV 


(Primary  insurance  benefit  under 
1939  act,  as  modified) 


(Primary 
insurance 

amount 
under 

1965  act) 


(Average  monthly  wage) 


(Primary 
insurance 
amount) 


(Maximum 

family 
benefits) 


If  an  individual's  primary  insurance 
benefit  (as  determined  under 
subsec.  (d))  is—  Or  his 

■   primary 

insurance 
amount  (as 
determined 
But  under 
At  not         subsec.  (c)) 

least—  more  is— 

than— 


Or  his  average  monthly  And  the 

wage    (as    determined  maximum 

under  subsec.  (b))  is—     The  amount  amount  of 

  referred  to  benefits 

in  the  payable  (as 

proceeding  provided  in 

paragraphs  sec.  203(a)) 

But            of  this  on  the  basis 

At               not          subsection  of  his  wages 

least—           more         shall  be—  and  self- 

than —  employment 
income 
shall  be— 


$15.  60  $48. 00 


or  less 

$15.61   16.20  49.00 

$16.21   16.84  50.00 

$16.85   17. 60  51. 00 

$17.61   18.40  52.00 

$18.41   19.24  53.00 

$19.25   20.00  54.00 

$20.01   20. 64  55. 00 

$20.65   21. 28  56. 00 

$21.29   21.88  57.00 

$21.89   22.28  58.00 


$74  $55. 00  $82. 50 


$75  76  55.40  83.10 

77  78  56.50  84.80 

79  80  57.70  86.60 

81  81  58.80  88.20 

82  83  69.90  89.90 
84  85  61.10  91.70 
86  87  62.20  93.30 
88  89  63.30  95.00 

90  90  64.50  96.80 

91  92  65.60  98.40 
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TABLE  FOR  DETERMINING  PRIMARY  INSURANCE  AMOUNT  AND 
MAXIMUM  FAMILY  BENEFITS— Continued 


I 

II 

III 

IV 

V 

(Primary  insurance  benefit  under 

insurance 

(Primary 

(Maximum 

IS 

39  act,  as  modified) 

amount 

(Average  monthly  wage) 

insurance 

family 

under 

amount) 

benefits) 

1965  act) 

If  an  individual's  primary  insurance 

Or  his 

average 

monthly 

And  the 

benefit 

(as   determined  under 

wage 

(as  determined 

maximum 

subsec.  (d))  is- 

Or his 

under  subsec.  (b))  is— 

The  amount 

amount  of 

referred  to 

benefits 

primary 

insurance 

in  the 

payable  (as 

amount  (as 

proceeding 

provided  in 

determined 

paragraphs 

sec.  2U<}(a)) 

But 

under 

But 

of  this 

on  the  basis 

At  not 

subsec.  (c)) 

At 

not 

subsection 

of  his  wages 

le 

/Sst —  more 

is— 

least- 

shaU  be — 

and  self- 

tban — 

than — 

employment 

income 

shaU  be — 

$22.29 

  $22. 68 

$59. 00 

$93 

$94 

$66. 70 

$100. 10 

$22.69 

  23. 08 

60.00 

95 

96 

67.80 

101. 70 

$23.09 

  23. 44 

61.00 

97 

97 

69.00 

103.50 

$23.45 

  23. 76 

62. 10 

98 

99 

70.20 

106. 30 

$23.77 

  24. 20 

63.20 

100 

101 

71.50 

107. 30 

$24.21 

  24. 60 

64.20 

102 

102 

72.60 

108.90 

$24.61 

-    25.00 

65.30 

103 

104 

73. 80 

110.  70 

$25.01 

  25. 48 

66.40 

105 

106 

75. 10 

112.  70 

$25.49 

  25. 92 

67,50 

107 

107 

76.30 

114.50 

$25.93 

--    26.40 

68.50 

108 

109 

77.50 

116.30 

$26.41 

  26. 94 

69.60 

110 

113 

78.  70 

118. 10 

$26.95 

  27. 46 

70.70 

114 

118 

79.90 

119.90 

$27.47 

  28. 00 

71.  70 

119 

122 

81.10 

121.  70 

$28.01  

  28. 68 

72.80 

123 

127 

82.30 

123.50 

$28.69 

  29. 25 

73.90 

128 

132 

83.60 

126.40 

$29.26 

----  --  29.68 

74.90 

133 

136 

84.70 

127. 10 

$29.69 

  30. 36 

76.00 

137 

141 

85.90 

128.  90 

$30.37 

---    30.92 

77. 10 

142 

146 

87.20 

130. 80 

$30.93 

-    31.36 

78.20 

147 

150 

88. 40 

132.  60 

$31.37 

-    32.00 

79. 20 

151 

155 

89.50 

134.30 

$32.01 

   32.60 

80.30 

156 

160 

90.80 

136, 20 

$32.61 

   33.20 

81.40 

161 

164 

92.00 

138.  00 

$33.21 

 -  --  33.88 

82. 40 

165 

169 

93.20 

139,80 

$33.89 

34.50 

83.50 

170 

174 

94.40 

141,60 

$34.51  .. 

  35.00 

84.60 

175 

178 

95.60 

143,40 

$35.01 . 

  -  35.80 

85.60 

179 

183 

96.80 

146,40 

$35.81  .. 

  36. 40 

86.  70 

184 

188 

98.00 

150, 40 

$36.41 

--    37.06 

87.80 

189 

193 

99.  30 

154,40 

$37.09--. 

  37. 60 

88.  90 

194 

197 

100.60 

157.60 

$37.61 

  38. 20 

89.90 

198 

202 

101.60 

161.60 

$38.21  . 

-    39.12 

91.00 

203 

207 

102.90 

165.60 

$39.13 

  39. 68 

92. 10 

208 

211 

104. 10 

168,80 

$39.69 

-    40.33 

93. 10 

212 

216 

105.20 

172.80 

$40.34 

  41. 12 

94.20 

217 

221 

106.50 

176. 80 

$41.13 

  41. 76 

95.30 

222 

225 

107.  70 

180.00 

$41.77 

  42.44 

96. 30 

226 

230 

108.90 

184.00 

$42.45 

  43. 20 

97.40 

231 

235 

110. 10 

188.00 

$43.21 

  --  43.76 

98.50 

236 

239 

111.40 

191.20 

$43.77 

  44. 44 

99.60 

240 

244 

112. 60 

195.  20 

$44.45 

-    44.88 

100.60 

245 

249 

113.  70 

199.20 

$44.89 

  45. 60 

101.  70 

250 

253 

115.00 

202.40 

102. 80 

254 

258 

116.20 

206.40 

103.80 

259 

263 

117.30 

210. 40 

104.90 

264 

267 

118.60 

213.60 

106,00 

268 

272 

119.  80 

217.60 

107.00 

273 

277 

121.00 

221.60 

108.10 

278 

281 

122.20 

224.80 

109,20 

282 

286 

123. 40 

228.80 

110. 30 

287 

291 

124.  70 

232.80 

111,  30 

292 

295 

125.80 

236. 00 

112. 40 

296 

300 

127. 10 

240.00 

113.50 

301 

305 

128.30 

244.00 

114.50 

306 

309 

129. 40 

247.  20 

115.60 

310 

314 

130.  70 

251. 20 

116. 70 

315 

319 

131.90 

255. 20 

117.  70 

320 

323 

133.00 

258.40 

118.  80 

324 

328 

134. 30 

262. 40 

119.90 

329 

333 

135.50 

266.40 

121.00 

334 

337 

136. 80 

269.  60 

122.00 

338 

342 

137.90 

273.  60 

123. 10 

343 

347 

139. 10 

277.60 

124.20 

348 

351 

140,40 

280.80 

125.20 

352 

356 

141,50 

284.  80 

126,30 

357 

361 

142,80 

288.  80 

127.40 

362 

365 

144.00 

292.00 

128.  40 

366 

370 

145. 10 

296.00 

129.60 

371 

375 

146. 40 

300.00 
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TABTE  FOR  DETERMINING  PRIMARY  INSURANCE  AMOUNT  AND 
MAXIMUM  FAMILY  BENEFITS— Continued 


II 


III 


IV 


(Primary  insurance  benefit  under 
1939  act,  as  modified) 


(Primary 
insurance 
amount 
under 
1965  act) 


(Average  monthly  wage) 


(Primary 
insurance 
amount) 


(Maximum 

family 
benefits) 


If  an  individual's  primary  insurance 
benefit  (as  determined  under 
subsec.  (d))  is— 


At 
least- 


But 
not 
more 
than — 


Or  his 
primary 
insurance 
amount  (as 
determined 

under 
subsec.  (c)) 
is — 


Or  his  average  monthly 
wage  (as  determined 
under  subsec.  (b))  is — 


At 
least- 


But 
not 
more 
than — 


The  amount 
referred  to 

in  the 
proceeding 
paragraphs 

of  this 
subsection 
shall  be— 


And  the 
maximum 
amount  of 

benefits 
payable  (as 
provided  in 
sec.  203(a)) 
on  the  basis 
of  his  wages 

and  self- 
employment 
income 
shall  be — 


$130. 60 

$376 

$379 

$147.  60 

$303.  20 

131. 70 

380 

384 

148.  90 

307.  20 

132. 70 

385 

389 

150.00 

311.  20 

133.00 

390 

393 

151.  20 

314.  40 

134.  90 

394 

398 

152.  50 

318.  40 

135.  90 

399 

403 

153.  60 

322. 40 

137.00 

404 

407 

154.  90 

325.  60 

138.00 

408 

412 

156. 00 

329.  60 

139.00 

413 

417 

157. 10 

333. 60 

140.00 

418 

421 

158.20 

336.  80 

141.00 

422 

426 

159.  40 

340.  80 

142. 00 

427 

431 

160.  50 

344.  80 

143.00 

432 

436 

161.  60 

348.  80 

144.00 

437 

440 

162. 80 

350. 40 

145.00 

441 

445 

163.  90 

352. 40 

146.00 

446 

450 

165.00 

354.  40 

147.00 

451 

454 

166.  20 

356. 00 

148.00 

455 

459 

167.  30 

358. 00 

149.00 

460 

464 

168.  40 

360. 00 

150.00 

465 

468 

169.  50 

361.  60 

151.00 

469 

473 

170.  70 

363.  60 

152.00 

474 

478 

171.  80 

365.  60 

153.00 

479 

482 

172.  90 

367.  20 

154.  00 

483 

487 

174. 10 

369.  20 

155.  00 

483 

492 

175.  20 

371. 20 

156.  00 

493 

496 

176.  30 

372. 80 

157.  00 

497 

501 

177.  50 

374. 80 

158.00 

502 

506 

178.60 

376. 80 

159. 00 

507 

510 

179.  70 

378. 40 

160. 00 

511 

515 

180. 80 

380.  40 

161. 00 

516 

520 

182.00 

382.  40 

162.00 

521 

524 

183. 10 

384. 00 

163. 00 

525 

529 

184.  20 

386.  00 

164.00 

530 

534 

185. 40 

388.00 

165.  00 

535 

538 

186.50 

389.  60 

166.00 

539 

543 

187.  60 

391. 60 

167.  00 

544 

548 

188. 80 

393.  60 

168.  00 

549 

553 

189.  90 

395.  60 

554 

556 

191.  00 

396.  80 

557 

560 

192. 00 

398.  40 

561 

563 

193.00 

399.60 

564 

567 

194.00 

401.  20 

568 

570 

195. 00 

402.  40 

571 

674 

196. 00 

404.00 

575 

677 

197.00 

405.  20 

578 

581 

198. 00 

406.  80 

582 

584 

199. 00 

408.  00 

685 
689 

588 
591 

200.00 
201.00 

409.60 
410.  80 

592 
696 

595 
598 

202.  00 
203.00 

412. 40 
413.60 

599 

602 

204.00 

415.  20 

603 

605 

205. 00 

416. 40 

606 

609 

206.00 

418. 00 

610 

612 

207.00 

419. 20 

613 

616 

208. 00 

420. 80 

617 

620 

209. 00 

422.  40 

621 

623 

210.00 

423.  60 

624 
628 

627 
630 

211. 00 
212.00 

425.  20 
426. 40 

631 

634 

213.00 

428.  00 

635 

637 

214.00 

429.  20 

638 

641 

215.00 

430.  80 

642 

644 

216.00 

432.  00 

645 

648 

217. 00 

433.  60 

649 

650 

218.00 

434.  40 
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TABLE  FOR  DETERMINING  PRIMARY  INSURANCE  AMOUNT  AND  MAXIMUM 
FAMILY  BENEFITS 


II 


III 


IV 


(Primary  insurance  benefit  under 
19S9  act,  as  modified) 


{Primary 
insurance 
amount 
under 
1967  act) 


(Average  monthly  wage) 


(Primary 
insurance 
amount) 


(Maximum 
family 
benefits) 


If  an  individual's  primary  insurance 
benefit  (as  determined  under  subsec. 
(d))  is- 


At 
least— 


But 

not 
more 
than— 


Or  his 
primary 
insurance 
amount  (as 
determined 

under 
subsec.  (c)) 
is— 


Or  his  average  monthly 
wage  (as  determined 
under  subsec.  (b))  is — 


At 
least — 


RtU 

not 
more 
than — 


The  amount 
referred  to 

in  the 
preceding 
paragraphs 

of  this 
subsection 
shall  be — 


And  the 
maximun 
amount  of 

benefits 
payable  (as 
provided  in 
sec.  2nS(a)) 
on  the  basis 
of  his  wages 

and  self- 
employment 

income 
shall  be — 


$16.20  $65.40 


or  less 

$16.21   16.84  66.60 

$16.86    17.60  67.70 

$17.61    18.40  68.80 

$18.41   19.24  69.90 

$19.26   20.00  61.10 

$20.01...   20.64  62.20 

$20.66   21.28  63.30 

$21.29    21.88  64.60 

$21.89    22.28  66.60 

$22.29   22.68  66.70 

$22.69    23.08  67.80 

$23.09     23.44  69.00 

$23.46   23.76  70.20 

$23.77    24.20  71.60 

$24.21     24.60  72.60 

$24.61    26.00  73.80 

$26.01..   26.48  76.10 

$26.49   26.92  76.30 

$26.93   26.40  77.60 

$26.41-    26.94  78.70 

$26.95    27.46  79.90 

$2fr.47    28.00  81.10 

$28.01..   28.68  82.30 

$28.69   29.25  83.60 

$29.26   29.68  84.70 

$29.69   30.36  85.90 

$30.37   30.92  87.20 

$30.93   31.36  88.40 

$31.37   32.00  89.60 

$32.01   32.60  90.80 

$32.61   33.20  92.00 

$33.21   33.88  93.20 

$33.89   34.50  94.40 

$34.51   35.00  96.60 

$35.01   35.80  96.80 

$36.81..--   36.40  98.00 

$36.41   37.08  99.30 

$37.09   37.60  100.60 

$37.61   38.20  101.60 

$38.21   39.12  102.90 

$39.13   39.68  IO4.IO 

$39.69   40.33  106. 20 

$40.34   41.12  106.60 

$41.13   41.76  107.70 

$41.77    42.44  108.90 

$42.45   43.20  110.10 

$43.21   43.76  111.40 

$43.77   44.44  112.60 

$44.45   ---  44.88  113.70 

$44-89   ---  45.60  115.00 


116.20 
117.30 
118. 60 
119. 80 
121.00 
122.20 
123.40 
124.70 
126.80 
127.10 

m.so 


$10 

nn 

iofi  nn 

an  nn 
00.  UU 

oa  Kn 
00.  ou 

lif 

an 

fit!  in 

00  an 
sfn.  ou 

B1 

oi 

SI 
SI 

tif  in 

ini  an 
1  ui .  ou 

oZ 

OS 

fiB  on 

103  40 

84 
86 

BK 

00 

m  <stn 

mn  Kn 

lUO.OU 

87 

71.60 

107. 40 

88 

00 

72. 80 

mo  9n 
1  Ua.  zu 

an 

on 

1 1  on 
/4.  zu 

111  on 
111. su 

01 

09 

HZ 

r/n  Kn 
10.  ou 

119  ^n 
lis. su 

93 

94 
96 

76. 80 

115. 20 

96 

78. 00 

117. 00 

97 

97 

79. 40 

119. 10 

98 

99 

80. 80 

121. 20 

100 

101 

82. 30 

123. 50 

102 

102 

83. 50 

125.  so 

103 

104 

84. 90 

127. 40 

105 

106 

86. 40 

129. 60 

107 

107 

87. 80 

131, 70 

108 

109 

89.20 

133. 80 

110 

lis 

90. 60 

136. 90 

114 

118 

91. 90 

1S7. 90 

119 

122 

93. 30 

140. 00 

123 

127 

94.  70 

142. 10 

128 

132 

96.  20 

144.  SO 

133 

136 

97.  50 

14.6.  30 

137 

141 

98. 80 

148.  20 

142 

146 

100. 30 

160.  50 

117 

150 

101  70 

152.  60 

161 

155 

103.00 

164.  60 

156 

160 

104. 50 

156.  80 

161 

164 

105. 80 

158.  70 

166 

169 

107.20 

160. 80 

170 

174 

108.60 

162.90 

175 

178 

110.00 

166.00 

179 

183 

111.40 

167. 10 

184 

188 

112.70 

169. 10 

189 

193 

114.  20 

171.  SO 

194 
198 

197 

115. 60 

173. 40 

202 

116.90 

175. 40 

203 

207 

118. 40 

177. 60 

208 

211 

119.80 

179.  70 

212 

216 

121.00 

181.  50 

217 

221 

122. 50 

183. 80 

222 

225 

123.90 

186.90 

226 

230 

126.  SO 

188.00 

231 

235 

126.  70 

190. 10 

236 

239 

128.20 

192.  30 

240 

244 

129. 50 

195.20 

246 

249 

130. 80 

199.20 

260 

263 

132.  SO 

202.  40 

264 
269 

268 

133.  70 

206. 40 

263 

134.90 

210. 40 

264 
268 

267 

136. 40 

213.  60 

272 

137.80 

217.  60 

273 

277 

139.20 

221. 60 

278 

281 

140. 60 

224.80 

282 

286 

142.00 

228.80 

287 

291 

14s.  50 

232. 80 

292 

295 

144.70 

236.00 

296 

300 

146.20 

240.00 

SOJ 

m 

147.60 

24100 
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TABLE  FOR  DETERMINING  PRIMARY  INSURANCE  AMOUNT  AND  MAXIMUM 
FAMILY  BENEFITS-Continued 


II 


III 


IV 


(Primary 

(Primary  insurance  benefit  under  insurance 
1939  act,  as  modified)  amount 
under 
1967  act) 


(Average  monthly  wage) 


(Primary  (Maximum 
insurance  family 
amount)  benefits) 


If  an  individual's  primary  insurance 
benefit  (as  determined  under  subsec. 
(d))  is—  Or  his 

  primary 

insurance 
amount  (as 
determined 
But  under 
At  not         subsec.  (c)) 


least- 


more 
than— 


Or  his  average  monthly 
wage  (as  determined 
under  subsec.  (b))  is — 


At 
least — 


But 
not 
more 
than— 


And  the 
maximun 
The  amount     amount  of 
referred  to  benefits 

in  the        payable  (as 
preceding      provided  in 
paragraphs     sec.  203(a)) 
of  this        on  the  basis 
subsection     of  his  wages 
shall  be —       and  self- 
employment 
income 
shall  be — 


$129. 4.0 

$306 

$309 

$148. 90 

$247. 20 

130. 70 

310 

314 

150. 40 

261. 20 

131.90 

315 

319 

151.  70 

256.  20 

133.00 

320 

323 

163.  00 

258. 40 

13^.  30 

324 

328 

154. 60 

262. 40 

135. 50 

329 

333 

155.  90 

266. 40 

136. 80 

334 

337 

157. 40 

269. 60 

137.90 

338 

342 

168. 60 

273. 60 

139. 10 

343 

347 

160.00 

277. 60 

140. 40 

348 

351 

161.  50 

280.  80 

141. 60 

362 

356 

162. 80 

284. 80 

142. 80 

357 

361 

I64.  30 

288. 80 

144.00 

362 

366 

165.  60 

292.  00 

145. 10 

366 

370 

166.90 

296.  00 

146. 40 

371 

376 

168.  40 

300. 00 

147. 60 

376 

379 

169. 80 

SOS.  20 

148. 90 

380 

384 

171.30 

307. 20 

150.00 

385 

389 

172. 50 

311.20 

151.20 

390 

393 

173.90 

31 4. 40 

162.  50 

394 

398 

175.40 

318. 40 

153. 60 

399 

403 

176.  70 

322. 40 

164.90- 

404 

407 

178. 20 

325. 60 

156. 00 

4O8 

412 

179. 40 

329. 60 

157. 10 

413 

417 

180.  70 

333. 60 

158. 20 

41 8 

421 

182.  00 

336. 80 

159. 40 

422 

426 

183. 40 

340.80 

160.  60 

427 

431 

184. 60 

344. 80 

161.60 

432 

436 

185.  90 

348. 80 

162.  80 

437 

440 

187. 30 

350.  40 

441 

446 

188. 60 

352. 40 

165.00 

446 

450 

189. 80 

364. 40 

166. 20 

451 

454 

191.20 

356.00 

167. 30 

456 

469 

192. 40 

358.00 

168. 40 

460 

464 

193. 70 

360.00 

169. 50 

465 

468 

196.00 

361.60 

170.  70 

469 

473 

196. 40 

363. 60 

171.80 

474 

478 
482 

197. 60 

366. 60 

172.90 

479 

198. 90 

367. 20 

174. 10 

483 

487 

200.30 

369.20 

175.20 

488 

492 

201.60 

371.20 

176. 30 

493 

496 

202. 80 

372. 80 

177.60 

497 

601 

204. 20 

374. 80 

178.60 

602 

606 

206.  40 

376.  80 

179.  70 

607 

610 

206.  70 

378. 40 

180. 80 

611 

615 

208.  00 

380. 40 

182.  00 

516 

620 

209. 30 

382. 40 

183. 10 

621 

624 
629 

210. 60 

384. 00 

184. 20 

625 

211.90 

386.00 

186. 40 

630 

634 

213.  SO 

388.00 

186. 60 

636 

638 

214.  60 

389. 60 

187. 60 

639 

643 

216.  80 

391.60 

188. 80 

544 

648 

217.  20 

393. 60 

189.90 

649 

663 

218. 40 

395. 60 

191.00 

664 

656 

219. 70 

396.  80 

192.00 

657 

660 

220. 80 

398. 40 

193. 00 

661 

663 

222. 00 

399.60 

194.00 

664 

667 

223. 10 

401.20 

196.  oa 

668 

670 

224. 30 

402.40 

196.00 

571 

674  ' 

225. 40 

404.00 

197.00 

676 

677 

226.60 

4O6. 20 

198.00 

678 

681 

227.70 

4O6. 80 

199.00 

682 

684 

228.90 

408.00 

'  200.00 

585 

6$S 

■230.00 

409.60 
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TABLE  FOR  DETERMININO  PRIMARY  INSURANCE  AMOUNT  AND  MAXIMUM 
FAMILY  BENEFITS-Contiaued 


(Primary  insurance  benefit  under 
19S9  act,  as  modified) 


II 

{Primary 
insurance 
amount 
under 
1967  act) 


III 


(Average  monthly  wage) 


IV 


(Primary 
insurance 
amount) 


(Maximum 
family 
benefits) 


If  an  individual's  primary  insurance 
benefit  (as  determined  under  subsec. 
(d))  is- 


At 
least— 


not 
more 
than— 


Or  his 
primary 
insurance 
amount  (as 
determined 

under 
subsec.  (c)) 
is— 


Or  his  average  monthly 
wage  (as  determined 
under  subsec.  (b))  is— 


At 
least- 


But 
not 
more 
than— 


The  amount 
referred  to 

in  the 
preceding 
paragraphs 

of  this 
subsection 
shaU  be— 


And  the 
maximun 
amount  of 

benefits 
payable  (as 
provided  in 
sec.  gns(a)) 
on  the  basis 
of  his  wages 

and  self- 
employment 
income 
shall  be— 


$201. 00 

$689 

$691 

$231. 20 

$410. 80 

202.00 

592 

595 

232. 30 

412. 40 

203.00 

596 

598 

233.  60 

413. 60 

204.00 

599 

602 

234.60 

41 6. 20 

205.00 

603 

605 

235. 80 

416.  40 

206.00 

606 

609 

236.90 

418.00 

207.00 

610 

612 

238. 10 

419. 20 

208.00 

613 

616 

239. 20 

420.80 

209.00 

617 

620 

240. 40 

422.40 

210.00 

621 

623 

241. 50 

423.60 

211.00 

624 

627 

242.70 

426.20 

212.00 

628 

630 

243.80 

426.40 

213.00 

631 

634 

246.00 

428.00 

214.00 

636 

637 

246. 10 

429.20 

215.00 

638 

641 

247.  SO 

430.80 

216.00 

642 

6U 

248. 40 

432.00 

217.00 

645 
649 

648 

249. 60 

43s.  60 

218.00 

650 

260. 70 

434.  40 

Average  Monthly  Wage 

(h) (1)  *  *  * 

(4)  The  provisions  of  this  subsection  shall  be  applicable  only  in  the 
case  of  an  individual — 

(A)  who  becomes  entitled,  after  [January  1968]  December 
1969  to  benefits  under  section  202  (a)  or  section  223 ;  or 

(B)  who  dies  after  [January  1968]  December  1969  without 
being  entitled  to  benefits  under  section  202(a)  or  section  223;  or 

(C)  whose  primary  insurance  amount  is  required  to  be  recom- 
puted under  subsection  (f )  (2) . 

Primary  Insurance  Amount  Under  [1965]  1967  Act 

(c)(1)  For  the  purposes  of  column  II  of  the  table  appearing  in 
subsection  (a)  of  this  section,  an  individual's  primary  insurance 
amount  shall  be  computed  on  the  basis  of  the  law  in  effect  prior  to  i 
the  enactment  of  the  Social  Security  Amendments  of  [1967]  1969. 

(2)  The  provisions  of  this  subsection  shall  be  applicable  only  in  | 
the  case  of  an  individual  who  became  entitled  to  benefits  under  section 
202(a)  or  section  223  before  [the  month  of  February  1968]  Janwiry 
1970^  or  who  died  before  such  month. 

«  *  *  41  *  *  ♦ 


i 
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Transitional  Insured  Status 

Sec.  227.  (a)  In  the  case  of  any  individual  who  attains  the  age  of 
72  before  1969  but  who  does  not  meet  the  requirements  of  section 
214(a) ,  the  6  quarters  of  coverage  referred  to  in  so  much  of  paragraph 
(1)  of  section '214(a)  as  follows  clause  (C)  shall,  instead,  be  3  quarters 
of  coverage  for  purposes  of  determining  entitlement  of  such  individual 
to  benefits  under  section  202(a),  and  of  his  wife  to  benefits  under 
section  202(b),  but,  in  the  case  of  such  wife,  only  if  she  attains  the 
age  of  72  before  1969  and  only  with  respect  to  wife's  insurance  bene- 
fits under  section  202(b)  for  and  after  the  month  in  which  she  attains 
such  age.  For  each  month  before  the  month  in  which  any  such  indi- 
vidual meets  the  requirements  of  section  214(a),  the  amount  of  his 
old-age  insurance  benefit  shall,  notwithstanding  the  provisions  of 
section  202(a),  be  [$40]  $46,  and  the  amount  of  the  wife's  insurance 
benefit  of  his  wife  shall,  notwithstanding  the  provisions  of  sec- 
tion 202  (b) ,  be  [$20  J 

(b)  In  the  case  of  any  individual  who  has  died,  who  does  not  meet 
the  requirements  of  section  214(a),  and  whose  widow  attains  age  72 
before  1969,  the  6  quarters  of  coverage  referred  to  in  paragraph  (3) 
of  section  214(a)  and  in  so  much  of  paragraph  (1)  thereof  as  follows 
clause  (C)  shall,  for  purposes  of  determining  her  entitlement  to  wid- 
ow's insurance  benefits  under  section  202(e) ,  instead  be — 

(1)  3  quarters  of  coverage  if  such  widow  attains  the  age  of  72 
in  or  before  1966, 

(2)  4  quarters  of  coverage  if  such  widow  attains  the  age  of  72 
in  1967,  or 

(3)  5  quarters  of  coverage  if  such  widow  attains  the  age  of  72 
in  1968. 

The  amount  of  her  widow's  insurance  benefit  for  each  month  shall, 
notwithstanding  the  provisions  of  section  202(e)  (and  section  202 
(m)),  be  [$40]  ^4^. 


Benefits  at  Age  72  for  Certain  Uninsured  Individuals 


Eligibility 

'Sec.  228.  (a)  *  *  * 

Benefit  Amount 


(b)  (1)  Except  as  provided  in  paragraph  (2) ,  the  benefit  amount  to 
which  an  individual  is  entitled  under  this  section  for  any  month  shall 
be  [$40.]  $46. 

(2)  If  both  husband  and  wife  are  entitled  (or  upon  application 
would  be  entitled)  to  benefits  under  this  section  for  anv  month,  the 
amount  of  the  husband's  benefit  for  such  month  shall  be  [$40]  $46  and 
the  amount  of  the  wife's  benefit  for  such  month  shall  be  [$20.]  $23. 

Reduction  for  Governmental  Pension  System  Benefits 

(c)  (1)  The  benefit  amount  of  any  individual  under  this  section  for 
Q.nj  month  shall  be  reduced  (but  not  below  zero)  by  the  amount  of  any 
periodic  benefit  under  a  governmental  pension  system  for  which  he 
is  eligible  for  such  month. 
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(2)  In  the  case  of  a  husband  and  wife  only  one  of  whom  is  entitled 
to  benefits  under  this  section  for  any  month,  the  benefit  amount,  after 
any  reduction  under  paragraph  (1),  shall  be  further  reduced  (but  not 
below  zero)  by  the  excess  (if  any)  of  (A)  the  total  amount  of  any  peri- 
odic benefits  under  governmental  pension  systems  for  which  the  spouse 
who  is  not  entitled  to  benefits  under  this  section  is  eligible  for  such 
month,  over  (B)  [$20]  $23. 

(3)  In  the  case  of  a  husband  and  wife  both  of  whom  are  entitled 
to  benefits  under  this  section  for  any  month — 

(A)  the  benefit  amount  of  the  wife,  after  any  reduction  under 
paragraph  (1),  shall  be  further  reduced  (but  not  below  zero)  by 
the  excess  (if  any)  of  (i)  the  total  amount  of  any  periodic  benefits 
under  governmental  pension  systems  for  which  the  husband  is 
eligible  for  such  month,  over  (ii)  [$40]  $1^6^  and 

(B)  the  benefit  amount  of  the  husband,  after  any  reduction 
under  paragraph  (1),  shall  be  further  reduced  (but  not  below 
zero)  by  the  excess  (if  any)  of  (i)  the  total  amount  of  any  periodic 
benefits  under  governmental  pension  systems  for  which  the  wife 
is  eligible  for  such  month,  over  (ii)  [$20]  $23. 


SEPAEATE  VIEWS  OF  JACOB  H.  GILBERT 


The  15-percent  increase  in  social  security  benefits,  effective  January  1, 
1970,  recommended  by  the  House  Ways  and  Means  Committee,  will 
compensate  social  security  beneficiaries  for  the  rapidly  rising  living 
costs  that  have  seriously  eroded  their  benefits.  Simple  justice  requires 
that  our  social  security  beneficiaries  receive  an  immediate  increase  in 
benefits  in  order  to  maintain  the  buying  power  of  their  benefits  in  these 
times  of  rapid  inflation. 

Separating  an  immediate  increase  from  other  social  security  legisla- 
tion will  permit  the  fastest  possible  relief  to  social  security  beneficiaries 
beset  by  rapidly  rising  living  costs.  This  approach  also  will  allow  the 
committee  the  time  necessary  to  give  major  social  security  reform  the 
comprehensive  review  such  complex  proposals  require  without  penaliz- 
ing social  security  beneficiaries  by  delay.  The  benefit  increase  should  be 
looked  on  as  stopgap  legislation  to  allow  time  for  development  of  a 
fuller  program. 

My  bill,  H.R.  14430,  which  is  pending  before  the  committee,  would 
provide  additional  benefit  increases,  a  two-step  increase  in  the  mini- 
mum benefit  to  $120  a  month  by  January  1,  1972,  and  would  abolish 
the  premium  for  medicare  part  B — now  $4  monthly — and  make  other 
much  needed  improvements  in  the  social  security  and  medicare  pro- 
grams. I  am  sure  that  in  the  coming  months  the  committee  will  con- 
sider the  proposals  under  my  bill,  H.R.  14430,  and  other  pending  social 
security  legislation. 

Jacob  H.  Gilbert. 
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I     vs  pending  in  the  Tax  Court  of  the  United  States  before  the  date 
enactment  of  this  Act  shall  result  from  the  enactment  of  this  Act. 
SEC.  962.  EFFECTIVE  DATES. 

(a)  The  amendments  made  by  sections  951,  953,  954  (c)  and  (e), 

055,  956,  958,  and  960  (c),  (d),  (e),  (g),  and  (j)  shall  take  effect  on  Ante,  pp.  730, 
the  date  of  enactment  of  this  Act.  732,  7  34 . 

(b)  The  amendment  made  by  section  952(a)  shall  apply  to  judges 
appointed  after  the  date  of  enactment  of  this  Act. 

(c)  The  amendment  made  by  section  952(b)  shall  take  effect  on  the 
date  of  enactment  of  this  Act,  except  that — 

(1)  the  term  of  office  Ijeing  served  by  a  judge  of  the  Tax  Court 
on  that  date  shall  expire  on  the  date  it  \Yould  have  expired  under 
the  law  in  effect  on  the  date  preceding  the  date  of  enactment  of 
this  Act;  and 

(2)  a  judge  of  the  Tax  Court  on  the  date  of  enactment  of  this 
Act  may  be  reappointed  in  the  same  manner  as  a  judge  of  the  Tax 
Court  hereafter  appointed. 

(d)  The  amendments  made  by  subsections  (a),  (b),  and  (d)  of 
section  954  shall  apply  to — 

(1 )  all  judges  of  the  Tax  Court  retiring  on  or  after  the  date  of 
enactment  of  this  Act,  and 

(2)  all  individuals  performing  judicial  duties  pursuant  to  sec- 
tion 7447(c)  or  receiving  retired  pay  pursuant  to  section  7447 (d)     26  use  7447. 
on  the  day  preceding  the  date  of  enactment  of  this  Act.  Ante,  p.  730. 

Any  individual  who  has  served  as  a  judge  of  the  Tax  Court  for  18 
years  or  more  by  the  end  of  one  year  after  the  date  of  the  enactment 
of  this  Act  may  retire  in  accordance  with  the  provisions  of  section 
7447  of  the  Internal  Revenue  Code  of  1954  as  in  effect  on  the  day  pre- 
ceding the  date  of  the  enactment  of  this  Act.  Any  individual  who  is  a 
judge  of  the  Tax  Court  on  the  date  of  the  enactment  of  this  Act  may 
retire  under  the  provisions  of  section  7447  of  such  Code  upon  the  com- 
pletion of  the  term  of  his  office,  if  he  is  not  reappointed  as  a  judge  of 
the  Tax  Court  and  gives  notice  to  the  President  within  the  time  pre- 
scribed by  section  7447(b)  of  such  Code  (or  if  h's  term  expires  within  Ante,  p.  730. 
6  months  after  the  date  of  enactment  of  this  Act,  gives  notice  to  the 
President  before  the  expiration  of  3  months  after  the  date  of  enact- 
ment of  this  Act),  and  shall  receive  retired  pay  at  a  rate  which  bears 
the  same  ratio  to  the  rate  of  the  salary  payable  to  a  judge  as  the 
number  of  years  he  has  served  as  a  judge  of  the  Tax  Courit  bears  to  15 ; 
except  that  the  rate  of  such  retired  pay  shall  not  exceed  the  rate  of  the 
salary  of  a  judge  of  the  Tax  Court.  For  purposes  of  the  preceding 
sentence  the  years  of  service  as  a  judge  of  the  Tax  Court  shall  be 
determined  in  the  manner  set  forth  in  section  7447 (d)  of  such  Code. 

(e)  The  amendments  made  by  sections  957  and  960  (a),  (b),  (f),     Ante,  p,  733. 
and  (i)  shall  take  effect  one  year  after  the  date  of  enactment  of  this 

Act. 

(f)  The  amendments  made  by  sections  959  and  960(h)  shall  take 
effect  30  days  after  the  date  of  the  enactment  of  this  Act.  In  the  case 
of  any  decision  of  the  Tax  Court  entered  before  the  30th  day  after  the 
date  of  the  enactment  of  this  Act,  the  United  States  Courts  of  Appeals 
shall  have  jurisdiction  to  hear  an  appeal  from  such  decision,  if  such 
appeal  was  filed  within  the  time  prescribed  by  Rule  13(a)  of  the  Fed- 
eral Rules  of  Appellate  Procedure  or  by  section  7483  of  the  Internal  28  use  app. 
Revenue  Code  of  1954,  as  in  effect  at  the  time  the  decision  of  the  Tax  Ante,  p.  734. 
Court  Avas  entered. 
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TITLE  X--INCREASE  IN  SOCIAL  SECURITY 
BENEFITS 

Social  Securit  ^^^^^  TITLE. 

Amendments^S  ^  "^^^^^  ^^^^  ^®  cited  as  the  "Social  Security  Amendments  of 
1969.  1969^'. 

SEC.  1002.  INCREASE    IN    OLD-AGE,    SURVIVORS,    AND  DISABILITY 
INSURANCE  BENEFITS. 
42  use  415.  (a)  Section  215(a)  of  the  Social  Security  Act  is  amended  by  striking 

out  the  table  and  inserting  in  lieu  thereof  the  following: 

"TABLE  FOR  DETERMINING  PRIMARY  INSURANCE  AMOUNT  AND  MAXIMUM  FAMILY  BENEFITS 


"I  II 

(Primary 

(Primary  insurance  benefit  under  insurance 
1939  Act,  as  modified)  amount 
under 
1967  A«t) 


III                         IV  V 

(Primary  (Maximum 

(Average  monthly  wage)        insurance  family 

amount)  benefits) 


If  an  individual's  primary  insurance 
benefit  (as  determmed  under  subsec. 
(d))  is- 


But 
not 
more 
than— 


Or  his 
primary 
insurance 
amount  (as 
determined 

under 
subsec.  (c)) 
is— 


Or  his  average  monthly  wage 
(as  determined  under 
subsec.  (b))  is — 


At 

least— 


But 

not 
more 
than— 


The  amount 
referred  to 

in  the 
preceding 
paragraphs 

of  this 
subsection 
shall  be— 


And  the 
maximum 
amount  of 
benefits 
payable  (as 
provided  in 
sec.  203(a)) 
on  the  basis 
of  his  wages 

and  self- 
employment 

income 
shall  be— 


  $16. 20 

$55. 40 

$76 

$64.  00 

$96.  00 

or  less 

$16.21 

16.84 

56. 50 

$77 

78 

65. 00 

97.  50 

16  85 

17  60 

57  70 

79 

80 

66  40 

99  60 

u'.si 

18!  40 

58*.  80 

81 

81 

67!  70 

loiieo 

18.41 

19.24 

59.90 

82 

83 

68.90 

103.  40 

19.25 

20.00 

61.10 

84 

85 

70.30 

105.  50 

20.01 

'  20.64 

62.20 

86 

87 

71.60 

107.40 

20.65 

21.28 

63.30 

88 

89 

72. 80 

109. 20 

21.29 

21.88 

54.50 

90 

90 

74. 20 

111.30 

21.89 

22.28 

65.60 

91 

92 

75. 50 

113.30 

22.29 

22.68 

66.70 

93 

94 

76. 80 

115.20 

22.69 

23.08 

67. 80 

95 

96 

78. 00 

117.00 

23.09 

23.44 

69. 00 

97 

97 

79. 40 

119.10 

23.45 

23.76 

70.20 

98 

99 

80.80 

121.20 

23.77 

24. 20 

71.50 

100 

101 

82. 30 

123.  50 

24.21 

24.60 

72. 60 

102 

102 

83. 50 

125.  30 

24.61 

25.00 

73.80 

103 

104 

84.90 

127. 40 

25.01 

25.48 

75.10 

105 

106 

86.40 

129. 60 

25.49 

25.92 

76. 30 

107 

107 

87.80 

131.70 

25.93 

26.40 

77. 50 

108 

109 

89.20 

133. 80 

26.41 

26.94 

78.70 

110 

113 

90.60 

135.90 

26.95 

27.46 

79.90 

114 

118 

91.90 

137.90 

27.47 

28. 00 

81.10 

119 

122 

93. 30 

140. 00 

28.01 

28.68 

82.30 

123 

127 

94. 70 

142. 10 

28.69 

29.25 

83.60 

128 

132 

96. 20 

144. 30 

29.26 

29. 68 

84.70 

133 

136 

97. 50 

146. 30 

29.69 

30.36 

85. 90 

137 

141 

98.80 

148.20 

30.37 

30.92 

87.20 

142 

146 

100.30 

150.50 

30.93 

31.36 

88.40 

147 

150 

101.70 

152.60 

31.37 

32.00 

89. 50 

151 

155 

103.00 

154.50 

32.01 

32.60 

90.80 

156 

160 

104.50 

156. 80 

32.61 

33. 20 

92. 00 

161 

164 

105. 80 

158. 70 

33.21 

33.88 

93.20 

165 

169 

107. 20 

160.80 

33.89 

34.50 

94.40 

170 

174 

108.60 

162.90 

34.51 

35.00 

95.60 

175 

178 

110.00 

165. 00 

35.01 

35.80 

96.80 

179 

183 

111.40 

167. 10 

35.81 

36.40 

98.00 

184 

188 

112.70 

169. 10 

36.41 

37.08 

99. 30 

189 

193 

114.20 

171.30 

37.09 

37. 60 

100. 50 

194 

197 

115.60 

173.40 

37.61 

38.20 

101.60 

198 

202 

116.90 

175.40 

38.21 

39.12 

102.90 

203 

207 

118.40 

177.60 

39.13 

39.68 

104.10 

208 

211 

119. 80 

179.70 

39.69 

40.33 

105.20 

212 

216 

121. 00 

181. 50 

40.34 

41.12 

106.50 

217 

221 

122.50 

183.80 

41.13 

41.76 

107.70 

222 

225 

123.90 

185.90 

41.77 

42.44 

108.90 

226 

230 

125. 30 

188. 00 

42.45 

43.20 

110. 10 

231 

235 

126. 70 

190. 10 

43.21 

43.76 

111.40 

236 

239 

128.20 

192.30 

43.77 

44.44 

112.60 

240 

244 

129.50 

195.20 

44.45 

44. 88 

113.70 

245 

249 

130. 80 

199.20 

44.89 

45.60 

115.00 

250 

253 

132. 30 

202.40 

116.20 

254 

258 

133. 70 

206.40 

117.30 

259 

263 

134.90 

210.40 
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'TABLE  FOR  DETERMINING  PRIMARY  INSURANCE  AMOUNT  AND  MAXIMUM  FAMILY  BENEFITS-Continued 

"I                              II  III                         IV  V 
(Primary 

(Primary  insurance  benefit  under        insurance  (Primary  (Maximum 

1939  Act,  as  modified)              amount  (Average  montlily  wage)        insurance  family 

under  amount)  benefits) 
1967  Act) 


If  an  individual's  primary  insurance 
benefit  (as  determmed  under  subsec. 
(d))is- 


At 
least— 


But 

not 
more 
than— 


Or  his 
primary 
insurance 
amount  (as 
determined 

under 
subsec.  (c)) 


Or  his  average  monthly  wage 
(as  determined  under 
subsec.  (b))  is— 


But 

not 
more 
than— 


The  amount 
referred  to 

in  the 
preceding 
paragraphs 

of  this 
subsection 
shall  be— 


And  the 
maximum 
amount  of 
benefits 
payable  (as 
provided  in 
sec.  203(a)) 
on  the  basis 
of  his  wages 

and  self- 
employment 

income 
shall  be— 


$118.60 

$264 

$267 

$136. 40 

$213. 60 

119.80 

268 

272 

137.80 

217.60 

121.00 

273 

277 

139.20 

221. 60 

122.20 

278 

281 

140.60 

224. 80 

123.40 

282 

286 

142. 00 

228. 80 

124.70 

287 

291 

143. 50 

232.80 

125.80 

292 

295 

144. 70 

236. 00 

127.10 

296 

300 

146.20 

240. 00 

128.30 

301 

305 

147. 60 

244. 00 

129.40 

306 

309 

148.90 

247. 20 

130.70 

310 

314 

150.40 

251. 20 

131.90 

315 

319 

151.70 

255.20 

133.00 

320 

323 

153. 00 

258.40 

134.30 

324 

328 

154. 50 

262.40 

135.50 

329 

333 

155.90 

266.40 

136. 80 

334 

337 

157.40 

269. 60 

137.90 

338 

342 

158.60 

273.60 

139. 10 

343 

347 

160. 00 

277.60 

140.40 

348 

351 

161. 50 

280. 80 

141.50 

352 

356 

162. 80 

284. 80 

142.80 

357 

361 

164. 30 

288. 80 

144.00 

362 

365 

165. 60 

292.  00 

145.10 

366 

370 

166. 90 

296. 00 

146.40 

371 

375 

168.40 

300. 00 

147.60 

376 

379 

169.80 

303. 20 

148.90 

380 

384 

171.30 

307. 20 

150.00 

385 

389 

172.50 

311.20 

151.20 

390 

393 

173.90 

314.40 

152.50 

394 

398 

175.40 

318.40 

153.60 

399 

403 

176.70 

322. 40 

154.90 

404 

407 

178. 20 

325. 60 

156. 00 

408 

412 

179. 40 

329.60 

157. 10 

413 

417 

180.70 

333.60 

158.20 

418 

421 

182. 00 

336. 80 

159.40 

422 

426 

183.40 

340.80 

160.50 

427 

431 

184.60 

344.80 

161.60 

432 

436 

185.90 

348.80 

162.80 

437 

440 

187.30 

350.40 

163.90 

441 

445 

188. 50 

352.40 

165. 00 

446 

450 

189. 80 

354. 40 

166.20 

451 

454 

191.20 

356. 00 

167.30 

455 

459 

192. 40 

358. 00 

168.40 

460 

464 

193.70 

360.00 

169. 50 

465 

468 

195.00 

361.60 

170. 70 

469 

473 

196.40 

363.60 

171.80 

474 

478 

197.60 

365.60 

172.90 

479 

482 

198.90 

367. 20 

174. 10 

483 

487 

200.30 

369.20 

175.20 

488 

492 

201.50 

371.20 

176.30 

493 

496 

202.80 

372.80 

177.50 

497 

501 

204. 20 

374.80 

178.60 

502 

506 

205.40 

376.80 

179.70 

507 

510 

206. 70 

378.40 

180.80 

511 

515 

208. 00 

380.40 

182.00 

516 

520 

209.30 

382. 40 

183. 10 

521 

524 

210.60 

384.00 

184.20 

525 

529 

211.90 

386. 00 

185.40 

530 

534 

213.30 

388.00 

186.50 

535 

538 

214. 50 

389.60 

187.60 

539 

543 

215.80 

391.60 

188.80 

544 

548 

217.20 

393.60 

189.90 

549 

553 

218.40 

395.60 

191.00 

554 

556 

219.70 

396.80 

192. 00 

557 

560 

220.80 

398.40 

193.00 

561 

563 

222. 00 

399.60 

194. 00 

564 

567 

223. 10 

401.20 

195.00 

568 

570 

224.30 

402.40 

196.00 

571 

574 

225.40 

404.00 

197.00 

575 

577 

226.60 

405. 20 

198.00 

578 

581 

227.70 

406.80 

199.00 

582 

584 

228.90 

408.00 

200.00 

585 

588 

230.00 

409.60 
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"TABLE  FOR  DETERMINING  PRIMARY  INSURANCE  AMOUNT  AND  MAXIMUM  FAMILY  BENEFITS— Continued 


"1 

(Primary  insurance  benefit  under 
1939  Act,  as  modified) 

II 

(Primary 
insurance 
amount 
under 
1967  Act) 

III 

(Average  monthly 

wage) 

IV 

(Primary 
insurance 
amount) 

V 

(Maximum 
family 
benefits) 

I 

\ 
P 

b 
? 
f 
1) 

f 

I) 

1 

If  an  individual's  primary  insurance 
benefit  (as  determined  under  subsec. 
(d))  is- 

Or  his 
primary 
insurance 
amount  (as 
determined 

suDsec.  vc^^ 

IS 

Or  his  average  monthly  v^age 
(as     determined  under 
subsec.  (b))  is— 

The  amount 
referred  to 

And  the 
maximum 
amount  of 

benefits 

But 

At  not 
least —  more 

But 

At  not 
least—  more 
than— 

in  the 
preceding 
paragraphs 

of  this 
suDsection 

^hall  hp  

payable  (as 
provided  in 
sec.  203(a)) 
on  the  basis 
of  his  wages 

and  self" 
employment 
income 

^hall  hp  

$589 

$591 

$231  20 

1 

202. 00 

592 

595 

232!  30 

412. 40 

203"  00 

596 

598 

233  50 

413' 60 

1 

204'  00 

599 

602 

234.'  60 

415!  20 

205'  00 

603 

605 

235"  80 

416'  40 

206!  00 

606 

609 

236. 90 

418. 00 

207'  00 

610 

612 

238  10 

419' 20 

i 
1 

208.'  00 

613 

616 

239.'  20 

420. 80 

209'  00 

617 

620 

240  40 

422  40 

210."  00 

621 

623 

241.'  50 

423!  60 

r 

2n.  00 

624 

627 

242. 70 

425. 20 

i> 

212. 00 

628 

630 

243.  80 

426. 40 

213. 00 

631 

634 

245.  00 

428.  00 

} 

214. 00 

635 

637 

246. 10 

429.  20 

215.  00 

638 

641 

247. 30 

430. 80 

216.  00 

642 

644 

248. 40 

432.  00 

217.00 

645 

648 

249. 60 

433.60 

218.00 

649 

650 

250.70 

434.40". 

42  use  403.            (b)  (1)  Section  203(a)  of  such  Act  is  amended  by  striking  out  para- 
graph (2)  and  inserting  in  lieu  thereof  the  following:  f 
"(2)  when  two  or  more  persons  were  entitled  (without  the  ap-  f 
plication  of  section  202(j)(l)  and  section  223 (b))  to  monthly  I! 
42  use  402,               benefits  under  section  202  or  223  for  January  1970  on  the  basis  of  I 
423.                         the  wages  and  self-employment  income  of  such  insured  individual  j 
and  at  least  one  such  person  was  so  entitled  for  December  1969  I 
on  the  basis  of  such  Avages  and  self-employment  income,  such  total  r 
of  benefits  for  January  1970  or  any  subsequent  month  shall  not  be  [ 
reduced  to  less  than  the  larger  of —  ! 
"(A)  the  amount  determined  under  this  subsection  without  [ 
regard  to  this  paragraph,  or  f 
"(B)  an  amount  equal  to  the  sum  of  the  amounts  derived  by  [ 
multiplying  the  benefit  amount  determined  under  this  title  j 
(including  this  subsection,  but  without  the  application  of  sec-  | 
42  use  422.                     tion 222(b),  section  202(q),  and  subsections  (b),  (c),and  (d)  ' 
of  this  section),  as  in  effect  prior  to  the  enactment  of  the  ^ 
Social  Security  Amendments  of  1969  (and  prior  to  January 
1, 1970) ,  for  each  such  person  for  such  month,  by  115  percent  , 
and  raising  each  such  increased  amount,  if  it  is  not  a  multiple  [ 
of  $0.10,  to  the  next  higher  multiple  of  $0.10;  ' 
but  in  any  such  case  (i)  paragraph  (1)  of  this  subsection  shall  not 
be  applied  to  such  total  of  benefits  after  the  application  of  sub- 
paragraph (B),  and  (ii)  if  section  202(k)  (2)  (A)  was  applicable 
in  the  case  of  any  such  benefits  for  January  1970,  and  ceases  to  ' 
apply  after  such  month,  the  provisions  of  subparagraph  (B)  shall 
be  applied,  for  and  after  the  month  in  which  section  202 (k)  (2) 
(A)  ceases  to  apply,  as  though  paragraph  (1)  had  not  been  ap- 
plicable to  such  total  of  benefits  for  January  1970,  or". 
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j     (2)  Notwithstanding  any  other  provision  of  law,  when  two  or  more 
persons  are  entitled  to  monthly  insurance  benefits  under  title  II  of  the 
Social  Security  Act  for  any  month  after  1969  on  the  basis  of  the  wages  42  use  401^29, 
I  and  self -employment  income  of  an  insured  individual  (and  at  least 
;  one  of  such  persons  was  so  entitled  for  a  month  before  January  1971 
on  the  basis  of  an  application  filed  before  1971),  the  total  of  the 
benefits  to  which  such  persons  are  entitled  under  such  title  for  such 
|i  month  (after  the  api^lication  of  sections  20o(a)  and  202(q)  of  such  Ante, p.  739, 
'  Act)  shall  be  not  less  than  the  total  of  the  monthly,  insurance  benefits  42  use  402, 
:  to  which  such  persons  would  be  entitled  under  such  title  for  such 
j  month  (after  the  application  of  such  sections  203  (a)  and  202  (q) )  with- 
j|  out  regard  to  the  amendment  made  by  subsection  (a)  of  this  section, 
i     (c)  Section  215(b)(4)  of  such  Act  is  amended  by  striking  out  42  use  415, 

"January  1968"  each  time  it  appears  and  inserting  in  lieu  thereof 
I  "December  1969". 

(d)  Section  215(c)  of  such  Act  is  amended  to  read  as  follows: 

"Primary  Insurance  Amount  Under  1967  Act 

"(c)  (1)  For  the  purposes  of  column  II  of  the  table  appearing  in 
i  subsection  (a)  of  this  section,  an  individuaFs  primary  insurance  Ante,  p,  737. 
amount  shall  be  computed  on  the  basis  of  the  law  in  effect  prior  to 
the  enactment  of  the  Social  Security  Amendments  of  1969. 

"(2)  The  provisions  of  this  subsection  shall  be  applicable  only  in 
I  the  case  of  an  individual  who  became  entitled  to  benefits  under  section 
•  202(a)  or  section  223  before  January  1970,  or  who  died  before  such  42  use  423. 
month." 

(e)  The  amendments  made  by  this  section  shall  apply  Avith  respect 
to  monthly  benefits  under  title  II  of  the  Social  Security  Act  for 
months  after  December  1969  and  with  respect  to  lump-sum  death  pay- 

I  ments  under  such  title  in  the  case  of  deaths  occurring  after  December 
I  1969. 

j  (f)  If  ^vn  individual  was  entitled  to  a  disability  insurance  benefit 
under  section  223  of  the  Social  Security  Act  for  December  1969  and 
became  entitled  to  old-age  insurance  benefits  under  section  202(a)  of 
such  Act  for  January  1970,  or  he  died  in  such  month,  then,  for  pur- 
poses of  section  215(a)  (4)  of  the  Social  Security  Act  (if  applicable), 
the  amount  in  column  IV  of  the  table  appearing  in  such  section  215  (a) 
for  such  individual  shall  be  the  amount  in  such  column  on  the  line  on 
which  in  column  II  appears  his  primary  insurance  amount  (as  deter- 
mined under  section  215  (c)  of  such  Act)  instead  of  the  amount  in  col- 
umn IV  equal  to  the  primary  insurance  amount  on  which  his  disability 
insurance  benefit  is  based. 

SEC.  1003.  INCREASE  IN  BENEFITS  FOR  CERTAIN  INDIVIDUALS  AGE 
72  AND  OVER. 

(a)(1)  Section  227(a)  of  the  Social  Security  Act  is  amended  by  42  use  427, 
striking  out  "$40"  and  inserting  in  lieu  thereof  "$46",  and  by  striking 
out  "$20"  and  inserting  in  lieu  thereof  "$23". 

(2)  Section  227(b)  of  such  Act  is  amended  by  striking  out  "$40" 
and  inserting  in  lieu  thereof  "$46". 

j      (b)  (1)  Section  228(b)  (1)  of  such  Act  is  amended  by  striking  out  42  use  428. 
I  "$40"  and  inserting  in  lieu  thereof  "$46". 

i  (2)  Section  228  (b)  (2)  of  such  Act  is  amended  by  striking  out  "$40" 
I  and  inserting  in  lieu  thereof  "$46",  and  by  striking  out  "$20"  and 
I  inserting  in  lieu  thereof  "$23". 

(3)  Section  228  (c)  (2)  of  such  Act  is  amended  by  striking  out  "$20" 
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42  use  428.  (4)  Section  228(c)  (3)  (A)  of  such  Act  is  amended  by  striking  out  'it 

"$40"  and  inserting  in  lieu  thereof  "$46".  _  ^  i 

(5)  Section  228(c)  (3)  (B)  of  such  Act  is  amended  by  striking  out  [ 
"$20"  and  inserting  in  lieu  thereof  "$23".  |r 
(c)  The  amendments  made  by  subsections  (a)  and  (b)  shall  apply  ^ 
with  respect  to  monthly  benefits  under  title  II  of  the  Social  Security  i 
42  use  401-429.  Act  for  months  after  December  1969.  ' 

SEC.  1004.  MAXIMUM  AMOUNT  OF  A  WIFE'S  OR  HUSBAND'S  INSUR-  L 
ANCE  BENEFIT.  ■ 
42  use  402.  (a)  Section  202(b)(2)  of  the  Social  Security  Act  is  amended  to  | 

read  as  follows :  l 
"(2)  Except  as  provided  in  subsection  (q),  such  wife's  insurance  J 
benefit  for  each  month  shall  be  equal  to  one-half  of  the  primarjj-  insur-  || 
ance  amount  of  her  husband  -(or,  in  the  case  of  a  divorced  wife,  her  ^ 
former  husband)  for  such  month."  ^ 

(b)  Section  202(c)  (3)  of  such  Act  is  amended  to  read  as  follows: 
"(3)  Except  as  provided  in  subsection  (q),  such  husband's  insur-  , 

ance  benefit  for  each  month  shall  be  equal  to  one-half  of  the  primary  ^ 

insurance  amount  of  his  wife  for  such  month."  . 

(c)  Sections  202(e)  (4)  and  202(f)  (5)  of  such  Act  are  each  amended  [ 
by  striking  out  "whichever  of  the  following  is  the  smaller:  (A)  one-  j 
half  of  the  primary  insurance  amount  of  the  deceased  individual  on  . 
whose  wages  and  self -employment  income  such  benefit  is  based,  or  (B) 
$105"  and  inserting  in  lieu  thereof  "one-half  of  the  primary  insurance  , 
amount  of  the  deceased  individual  on  whose  wages  and  self-employ-  [ 
ment  income  such  benefit  is  based". 

(d)  The  amendments  made  by  subsections  (a),  (b),  and  (c)  shall  I 
apply  with  respect  to  monthly  benefits  under  title  II  of  the  Social  i 
Security  Act  for  months  after  December  1969.  ! 
SEC.  1005.  ALLOCATION  TO  DISABILITY  INSURANCE  TRUST  FUND.  ! 

42  use  401.  (a)  Section  201(b)  (1)  of  the  Social  Security  Act  is  amended —  ; 

(1)  by  striking  out  "and"  at  the  end  of  clause  (B)  ;  and 

(2)  by  striking  out  "1967,  and  so  reported,"  and  inserting  in 
lieu  thereof  the  following :  "1967,  and  before  January  1, 1970,  and 
so  reported,  and  (D)  1.10  per  centum  of  the  wages  (as  so  defined) 
paid  after  December  31,  1969,  and  so  reported,". 

(b)  Section  201(b)  (2)  of  such  Act  is  amended — 

(1)  by  striking  out  "and"  at  the  end  of  clause  (B)  ;  and 

(2)  by  striking  out  "1967,"  and  inserting  in  lieu  thereof  the 
following:  "1967,  and  before  January  1,  1970,  and  (D)  0.825  of 
1  per  centum  of  the  amount  of  self -employment  income  (as  so 
defined)  so  reported  for  any  taxable  year  beginning  after  Decem- 
ber 31, 1969,". 

SEC.  1006.  DISREGARDING   OF   RETROACTIVE   PAYMENT   OF  OASDI 
BENEFIT  INCREASE. 

Notwithstanding  the  provisions  of  sections  2(a)  (10),  402(a)(7), 
1002(a)(8),  1402(a)(8),  and  1602(a)  (13)  and  (14)  of  the  Social 
42  use  302,  602,  Security  Act,  each  State,  in  determining  need  for  aid  or  assistance 
1202,  1352,         under  a  State  plan  approved  under  title  I,  X,  XIV,  or  XVI,  or  part 
1382.  A  of  title  IV,  of  such  Act,  shall  disregard  (and  the  plan  shall  be 

deemed  to  require  the  State  to  disregard),  in  addition  to  any  other 
amounts  which  tlie  State  is  required  or  permitted  to  disregard  in  deter- 
mining such  need,  any  amount  paid  to  an  individual  under  title  II 
of  such  Act  (or  under  the  Railroad  Retirement  Act  of  1937  by  reason 
45  use  228c.  of  the  first  proviso  in  section  3(e)  thereof),  in  any  month  after 
December  1969,  to  the  extent  that  (1)  such  payment  is  attributable 
to  the  increase  in  monthly  benefits  under  the  old-age,  survivors,  and 
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disability  insurance  system  for  January  or  February  1970  resulting 
from  the  enactment  of  this  title,  and  (2)  the  amount  of  such  increase 
is  paid  separately  from  the  rest  of  the  monthly  benefit  of  such  indi- 
vidual for  January  or  February  1970. 

SEC.  1007.  DISREGARDING  OF  INCOME  OF  OASDI  RECIPIENTS  IN 
DETERMINING  NEED  FOR  PUBLIC  ASSISTANCE. 

In  addition  to  the  requirements  imposed  by  law  as  a  condition  of 
approval  of  a  State  plan  to  provide  aid  or  assistance  in  the  form  of 
money  payments  to  individuals  under  title  I,  X,  XIV,  or  XVI  of  the 
Social  Security  Act,  there  is  hereby  imposed  the  requirement  (and  the  42  use  301,  1201, 
plan  shall  be  deemed  to  require)  that,  in  the  case  of  any  individual  1351,  1381. 
receiving  aid  or  assistance  for  any  month  after  March  1970  and  before 
July  1970  who  also  receives  in  such  month  a  monthly  insurance  benefit 
under  title  II  of  such  Act  which  is  increased  as  a  result  of  the  enact-  42  use  401-429, 
ment  of  the  other  provisions  of  this  title,  the  sum  of  the  aid  or  assist- 
ance received  by  him  for  such  month,  plus  the  monthly  insurance 
benefit  received  by  him  in  such  month  (not  including  any  part  of  such 
benefit  which  is  disregarded  under  section  1006),  shall  exceed  the  42  use  1206. 
sum  of  the  aid  or  assistance  which  would  have  been  received  by  him  for 
such  month  under  such  plan  as  in  effect  for  March  1970,  plus  the 
monthly  insurance  benefit  which  would  have  been  received  by  him  in 
such  month  without  regard  to  the  other  provisions  of  this  title,  by  an 
amount  equal  to  $4  or  (if  less)  to  such  increase  in  his  monthly  insur- 
ance benefit  under  such  title  II  (whether  such  excess  is  brought  about 
by  disregarding  a  portion  of  such  monthly  insurance  benefit  or 
otherwise) . 

Approved  December  30,  1969,  9:30  a.m. 
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Title  X — Inckease  in  Social  Security  Benefits 

The  Senate  amendment  added  to  the  House  bill  a  new  title  X  (the 
"Social  Security  Amendments  of  1969")  increasing  social  security 
benefits  and  making  related  changes  in  the  OASDI  and  pubhc  assist- 
ance programs. 

1.  Benefit  increase  and  related  OASDI  provisions 

The  Senate  amendment  increased  regular  OASDI  benefits  by  15 
percent  with  a  minimum  primary  insurance  amount  of  $100,  be- 
ginning January  1970,  and  provided  a  similar  (15  percent)  increase  in 
the  special  payments  for  certain  individuals  aged  72  and  older  who 
have  no  coverage  or  whose  coverage  is  insufficient  to  qualify  for 
regular  benefits.  In  addition,  it  eliminated  the  $105  limitation  on 
Avife's,  husband's,  widow's,  and  widower's  insurance  benefits,  revised 
the  allocation  of  tax  receipts  between  the  OASI  and  DI  trust  funds, 
and  raised  from  $7,800  to  $12,000  (beginning  January  1973)  the 
social  security  earnings  base  for  benefit  and  tax  purposes. 

Although  the  House  bill  itself  had  no  corresponding  provisions,  H.R. 
15095  (which  passed  the  House  on  December  1-5,  1969)  contained  pro- 
visions which  are  the  same  as  those  in  the  Senate  amendment  except 
that  (a)  the  minimum  primary  insurance  amount  is  left  at  $64  (the 
figure  which  results  from  simply  applying  the  15-percent  increase  to 
the  existing  $55  minimum),  and  (h)  the  earnings  base  is  not  raised 
above  its  present  level  of  $7,800. 

The  conference  substitute  (sees.  1002  through  1005)  follows  H.R. 
15095;  i.e.,  it  retains,  with  technical  modifications,  those  benefit  in- 
crease provisions  of  the  Senate  amendment  which  are  also  contained 
in  H.Ii.  15095  and  omits  those  provisions  (the  specially  increased 
minimum  PIA  and  the  higher  earnings  base)  which  are  not. 

2.  Public  assistance  provisions 

The  Senate  amendment  also  contained  provisions  designed  to  assure 
that  at  least  a  part  of  the  OASDI  benefit  increase  will  be  reflected  in 
the  total  income  of  public  assistance  recipients;  under  these  provisions 
each  State  is  required,  in  determining  need  under  any  of  the  public 
assistance  programs,  to  disregard  any  retroactive  social  security  bene- 
fit increase  payments  (including  those  made  under  future  laws  as 
well  as  those  resulting  from  this  increase),  and  in  addition  to  disregard 
$7.50  per  month  of  the  income  of  each  adult  public  assistance  recipient 
or  (if  the  State  is  alread}^  satisfying  this  requirement)  to  otherwise 
provide  at  least  a  $7.o0  increase  in  the  amount  of  such  recipient's  aid 
or  assistance. 

The  conference  substitute  contains  provisions  which  are  similar  in 
intent  to  those  in  the  Senate  amendment. 

Under  section  1006  of  the  conference  substitute,  each  State  is 
required  (in  determining  the  need  of  its  public  assistance  recipients) 
to  disregard  any  retroactive  payment  of  the  OASDI  benefit  increase 
provided  by  the  bill  for  January  and  February  1970,  v/hich  is  expected 
to  be  paid  (by  se})arate  check)  in  April;  but  this  requirement  would 
be  limited  to  the  situation  created  by  the  bill  and  would  not  a])ply  to 
any  retroactive  payments  which  nuiy  result  from  future  laws. 

Under  section  1007  of  the  conference  substitute,  each  State  is  also 
required  (in  determining  the  need  of  its  public  assistance  recipients) 
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to  assure  that  every  recipient  of  aid  or  assistance  under  any  of  its 
adult  public  assistance  prof^ram^  who  also  receives  an  OASDI  benefit 
which  is  increased  under  the  bill  will  realize  an  increase  in  the  total  of 
his  public  assistance  and  OASDI  benefit  payments  equal  to  S4  a 
month  (or  the  amount  of  the  increase  in  his  OASDI  benefit  if  less), 
whether  such  increase  in  his  total  payments  is  brought  about  by 
disregarding  a  portion  of  his  OAwSDI  benefit  or  otherwise  (e.g..  by 
raising  the  State's  standard  of  assistance  for  all  recipients  under  the 
program  involved).  This  requirement  is  made  appliciJole  oyAt  to 
months  before  July  1970  in  order  to  allow  the  Congress  time  to 
consider  the  matter  in  connection  with  its  work  on  major  welfare 
proposals  early  next  jeav. 

The  15-percent  OASDI  benefit  increase  wall  mean  an  average 
$9.50  increase  to  those  beneficiaries  also  eligible  for  public  assistance 
under  the  programs  of  aid  or  assistance  to  the  aged,  blind,  and  dis- 
abled. This  increase  is  more  than  sufficient  to  meet  the  requirement 
(discussed  above)  that  all  such  persons  have  their  total  incomes 
raised  by  $4  a  month.  Moreover,  for  practically  all  States,  the  savings 
from  the  remaining  $5.50  will  be  sufficient  to  raise  the  incomes  of 
those  not  receiving  OASDI  benefits  by  $4  a  month;  and  the  conferees 
hope  that  the  States  will  do  so. 

Senate  provision  omitted — social  security  retirement  age 

The  Senate  amendment;  contained  a  provision  making  qualified 
individuals  eligible  for  actuarially  reduced  OAvSDI  benefits  at  age  60, 
instead  of  at  age  62  as  under  present  law,  to  be  eft'ective  upon  a 
determination  by  the  President  that  it  is  desirable  to  expand  consumer 
purchasing  power  by  making  additional  persons  eligible  for  such 
benefits.  The  conference  substitute  omits  this  provision. 
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Public  Law  91-173 
91st  Congress,  S.  2917 
December  30,  1969 

an  act 

To  provide  for  the  pi'otection  of  the  health  and  safety  of  persons  working  in  the 
coal  mining  industry  of  the  Unitdd  States,  and  for  other  purposes. 

]>e  it  enacted  hy  the  Senate  and  House  of  Representatives  of  the 
United  States  of  America  in  Congress  assembled.  That  this  Act  may  Federal  Coal 
be  cited  as  the  "Federal  Coal  Mine  Health  and  Safety  Act  of  1969".     Mine  Health  and 

Safety  Act  of 

FIXDINGS  AND  rURl'OSE  1969, 


Sec.  2.  Congress  declares  that — 

(a)  tlie  lirst  priority  and  concern  of  all  in  the  coal  mining  8  3  stat«  742^ 
industry  must  be  the  health  and  safety  of  its  most  precious  83  stat,  743 
resource — the  miner ; 

(b)  deaths  and  serious  injuries  from  unsafe  and  unhealthful 
conditions  and  practices  in  the  coal  mines  cause  grief  and  suffer- 
ing to  the  miners  and  to  their  families; 

(c)  there  is  an  urgent  need  to  provide  more  etfective  means  and 
measures  for  improving  the  working  conditions  and  practices  in 
the  Nation's  coal  mines  in  order  to  prevent  death  and  serious 
pliysical  harm,  and  in  order  to  prevent  occupational  diseases  origi- 
nating in  such  mines: 

(d)  the  existence  of  unsafe  and  unhealthful  conditions  and 
practices  in  the  Nation's  coal  mines  is  a  serious  impediment  to 
tlie  future  growth  of  the  tx)al  mining  industry  and  cannot  be 
tolerated ; 

(e)  the  operators  of  such  mines  with  the  assistance  of  the 
miners  have  the  primary  responsibility  to  prevent  the  existence 
of  such  conditions  and  practices  in  such  mines ; 

(f)  the  disruption  of  production  and  the  loss  of  income  to 
operators  and  miners  as  a  result  of  coal  mine  accidents  or  occupa- 
tionally  caused  diseases  unduly  impedes  and  burdens  commerce; 
and 

(g)  it  is  the  purpose  of  this  Act  (1)  to  establish  interim  manda- 
tory health  and  safety  standards  and  to  direct  the  Secretary  of 
Health,  Education,  and  Welfare  and  the  Secretary  of  the  Interior 
to  develop  and  promulgate  improved  mandatory  health  or  safety 
standards  to  protect  the  health  and  safety  of  the  Nation's  coal 
miners;  (2)  to  require  that  each  operator  of  a  coal  mine  and 
every  miner  in  such  mine  comply  with  such  standards;  (3)  to 
cooperate  Avith,  and  provide  assistance  to,  the  States  in  the  devel- 
opment and  enforcement  of  effective  State  coal  mine  health  and 
safety  programs;  and  (4)  to  improve  and  expand,  in  coopera- 
tion with  the  States  and  the  coal  mining  industry,  research  and 
development  and  training  programs  aimed  at  preventing  coal 
mine  accidents  and  occupationally  caused  diseases  in  the  industry. 


DEFINITIONS 

Sec.  3.  For  the  purpose  of  this  Act,  the  term — 

(a)  "Secretary"  means  the  Secretary  of  the  Interior  or  his 
delegate ; 

(b)  "commerce"  means  trade,  traffic,  commerce,  transporta- 
tion, or  communication  among  the  several  States,  or  between  a 
place  in  a  State  and  any  place  outside  thereof,  or  within  the  Dis- 
trict of  Columbia  or  a  possession  of  the  United  States,  or  between 
points  in  the  same  State  but  through  a  point  outside  thereof ; 
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(c)  "State"  includes  a  State  of  the  United  States,  the  District 
of  Columbia,  the  Commonwealth  of  Puerto  Rico,  the  Virgin 
Islands,  American  Samoa,  Guam,  and  the  Trust  Territory  of  the 
Pacific  Islands ; 

(d)  "operator"  means  any  owner,  lessee,  or  other  person  who 
operates,  controls,  or  supervises  a  coal  mine ; 

(e)  "agent"  means  any  person  charged  with  responsibility  for 
the  operation  of  all  or  a  part  of  a  coal  mine  or  the  supervision  of 
the  miners  in  a  coal  mine ; 

(f)  "person"  means  any  individual,  partnership,  association, 
corporation,  firm,  subsidiary  of  a  corporation,  or  other  organiza- 
tion; 

(g)  "miner"  means  any  individual  working  in  a  coal  mine  ; 

(h)  "coal  mine"  means  an  area  of  land  and  all  structures,  facil- 
ities, machinery,  tools,  equipment,  shafts,  slopes,  tunnels,  excava- 
tions, and  other  property,  real  or  personal,  placed  upon,  under,  or 
above  the  surface  of  such  land  by  any  person,  used  in,  or  to  be  used 
in,  or  resulting  from,  the  work  of  extracting  in  such  area  bitumi- 
nous coal,  lignite,  or  anthracite  from  its  natural  deposits  in  the 
earth  by  any  means  or  method,  and  the  work  of  preparing  the 
coal  so  extracted,  and  includes  custom  coal  preparation  facilities ; 

(i)  "work  of  preparing  the  coal"  means  the  breaking,  crushing, 
sizing,  cleaning,  washing,  drying,  mixing,  storing,  and  loading  of 
bituminous  coal,  lignite,  or  anthracite,  and  such  other  work  of 
preparing  such  coal  as  is  usually  done  by  the  operator  of  the  coal 
mine ; 

(j)  "imminent  danger"  means  the  existence  of  any  condition  or  ■ 
practice  in  a  coal  mine  which  could  reasonably  be  expected  to  \ 
cause  death  or  serious  physical  harm  before  such  condition  or 
practice  can  be  abated ; 

(k)  "accident"  includes  a  mine  explosion,  mine  ignition,  mine  ^ 
fire,  or  mine  inundation,  or  injury  to,  or  death  of,  any  person ;  ( 

(1)  "mandatory  health  or  safety  standard"  means  the  interim  ■ 
mandatory  health  or  safety  standards  established  by  titles  II  and 
III  of  this  Act,  and  the  standards  promulgated  pursuant  to  title 
I  of  this  Act ;  and  ; 

(m)  "Panel"  means  the  Interim  Compliance  Panel  established  = 
by  this  Act.  [ 

MINES   SUBJECT  TO  ACT  1^ 

r 

Sec.  4.  Each  coal  mine,  the  products  of  which  enter  commerce,  or 
the  operations  or  products  of  \vhich  affect  commerce,  and  each  opera- 
tor of  such  mine,  and  every  miner  in  such  mine  shall  be  subject  to  the 
provisions  of  this  Act. 

INTERIM  COMPLIANCE  PANEL  if 

IE 

Establishment;  Sec.  5.  (a)  There  is  hereby  established  the  Interim  Compliance  , 
membe  rship.         Panel,  which  shall  be  composed  of  five  members  as  follows :  J 

( 1 )  Assistant  Secretary  of  Labor  for  Labor  Standards,  Depart-  \ 
ment  of  Labor,  or  his  delegate ;  ^ 

(2)  Director  of  the  Bureau  of  Standards,  Department  of  Com- 
merce, or  his  delegate ;  , 

(3)  Administrator  of  Consumer  Protection  and  Environ-  [ 
mental  Health  Service,  Department  of  Health,  Education,  and  ' 
Welfare,  or  his  delegate ; 

(4)  Director  of  the  Bureau  of  Mines,  Department  of  the  , 
Interior,  or  his  delegate ;  and 
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I  (5)  Director  of  the  National  Science  Foundation,  or  his  dele- 

I  (b)  Members  of  the  Panel  shall  serve  without  compensation  in  addi- 
!  tion  to  that  received  in  their  regular  employment,  but  shall  be  entitled 
I  to  reimbursement  for  travel,  subsistence,  and  other  necessary 
I  expenses  incurred  by  them  in  the  performance  of  duties  vested  in  the 
!  Panel. 

I  (c)  Notwithstanding  any  other  provision  of  law,  the  Secretary  of 
Health,  Education,  and  Welfare,  the  Secretary  of  Commerce,  the 
Secretary  of  Labor,  and  the  Secretary  shall,  upon  request  of  the 

j  Panel,  provide  the  Panel  such  personnel  and  other  assistance  as  the 

'  Panel  determines  necessary  to  enable  it  to  carry  out  its  functions 

I  under  this  Act. 

I  (d)  Three  members  of  the  Panel  shall  constitute  a  quorum  for 
doing  business.  All  decisions  of  the  Panel  shall  be  by  majority  vote. 
The  chairman  of  the  Panel  shall  be  selected  by  the  members  from 
among  the  membership  thereof. 

I  (e)  The  Panel  is  authorized  to  appoint  as  many  hearing  examiners 
I  as  are  necessary  for  proceedings  required  to  be  conducted  in  accord- 
j  ance  with  the  provisions  of  this  Act.  The  provisions  applicable  to 
hearing  examiners  appointed  under  section  3105  of  title  5  of  the 
I  United  States  Code  shall  be  applicable  to  hearing  examiners  appointed 
pursuant  to  this  subsection. 

(f )  (1)  It  shall  be  the  function  of  the  Panel  to  carry  out  the  duties 
imposed  on  it  pursuant  to  this  Act  and  to  provide  an  opportunity  for 
a  public  hearing,  after  notice,  at  the  request  of  an  operator  of  the 
affected  coal  mine  or  the  representative  of  the  miners  of  such  mine. 
Any  operator  or  representative  of  miners  aggrieved  by  a  final  decision 
of  the  Panel  may  file  a  petition  for  review  of  such  decision  under  sec- 
tion 106  of  this  Act,  The  provisions  of  this  section  shall  terminate 
upon  completion  of  the  Panel's  functions  as  set  forth  under  this  Act. 
Any  hearing  held  pursuant  to  this  subsection  shall  be  of  record  and 
the  Panel  shall  make  findings  of  fact  and  shall  issue  a  written  decision 
incorporating  its  findings  therein  in  accordance  with  section  554  of 
title  5  of  the  United  States  Code. 

(2)  The  Panel  shall  make  an  annual  report,  in  writing,  to  the  Secre- 
tary for  transmittal  by  him  to  the  Congress  concerning  the  achieve- 
ment of  its  purposes,  and  an other  relevant  information  (including 
any  recommendations)  which  it  deems  appropriate. 

TITLE  I— GENERAL 

HEALTH  AND  SAFETY  STANDARDS;  REVH-.W 

Sec.  101.  (a)  The  Secretary  shall,  in  accordance  with  the  procedures 
set  forth  in  this  section,  develop,  promulgate,  and  revise,  as  may  be 
appropriate,  improved  mandatory  safety  standards  for  the  protection 
of  life  and  the  prevention  of  injuries  in  a  coal  mine,  and  shall,  in 
accordance  with  the  procedures  set  forth  in  this  section,  promulgate  the 
mandatory  health  standards  transmitted  to  him  by  the  Secretary  of 
Health,  Education,  and  Welfare. 

(b)  No  improved  mandatory  health  or  safety  standard  promulgated 
under  this  title  shall  reduce  the  protection  afforded  miners  below  that 
provided  by  any  mandatory  health  or  safety  standard. 

(c)  In  the  development  and  revision  of  mandatory  safety  standards, 
the  Secretary  shall  consult  with  the  Secretary  of  Health,  Education, 
and  Welfare,  the  Secretary  of  Labor,  and  with  other  interested  Federal 
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agencies,  appropriate  representatives  of  State  agencies,  appropriate 
representatives  of  the  coal  mine  operators  and  miners,  other  interested 
persons  and  organizations,  and  such  advisory  committees  as  lie  may 
appoint.  Such  development  and  revision  of  mandatory  safety  stand- j 
ards  shall  be  based  upon  research,  demonstrations,  experiments,  andi| 
such  other  information  as  may  be  appropriate.  In  addition  to  thef! 
attainment  of  the  highest  degree  of  safety  protection  for  miners,  other,i| 
considerations  sliall  be  the  latest  available  scientific  data  in  the  field,} 
the  technical  feasibility  of  the  standards,  and  experience  gained  underi; 
this  and  other  safety  statutes.  r 

(d)  The  Secretary  of  Health,  Education,  and  Welfare  shall,  inf 
accordance  with  the  procedures  set  forth  in  this  section,  develop  and' 
revise,  as  may  be  appropriate,  improved  mandatory  health  standards^ 
for  the  protection  of  life  and  the  prevention  of  occuj^ational  diseasesjp 
of  miners.  In  the  development  and  revision  of  mandatory  health  stand- j, 
ards,  the  Secretary  of  Health,  Education,  and  Welfare  shall  consult; 
with  the  Secretary,  the  Secretar^^  of  Labor,  and  with  other  interested,; 
Federal  agencies,  appropriate  representatives  of  State  agencies,  appro- 
priate  representatives  of  the  coal  mine  operators  and  miners,  otheri 
interested  persons  and  organizations,  such  advisory  committees  as  he 
may  appoint,  and,  where  appropriate,  foreign  countries.  Such  develop- . 
ment  and  revision  of  mandatory  standards  shall  be  based  upon  research, , 
demonstrations,  experiments,  and  such  other  information  as  may  be^ 
appropriate.  In  addition  to  the  attainment  of  the  highest  degree  of 
health  protection  for  the  miner,  other  considerations  shall  be  the  latest 
available  scientific  data  in  the  field,  the  technical  feasibility  of  the 
standards,  and  experience  gained  under  this  and  other  health  statutes.| 
Mandatory  health  standards  which  the  Secretary  of  Health,  Education,!; 
and  Welfare  develops  or  revises  shall  be  transmitted  to  the  Secretary,!, 
and  shall  thereupon  be  published  in  the  Federal  Register  by  the  Secre-jj 
tary  as  proposed  mandatory  health  standards.  \, 

(e)  The  Secretary  shall  publish  proposed  mandatory  health  and| 
safety  standards  in  the  Federal  Register  and  shall  afford  interested: 
persons  a  period  of  not  less  than  thirty  days  after  publication  to  sub-i 
mit  written  data  or  comments.  In  the  case  of  mandatory  safety  stand- 
ards,  except  as  provided  in  subsection  (f )  of  this  section,  the  Secretary  i 
may,  upon  the  expiration  of  such  period  and  after  consideration  of  all}^ 
relevant  matter  presented,  promulgate  such  standards  with  such  modi- 1 
fications  as  he  may  deem  appropriate.  In  the  case  of  mandatory  health' 
standards,  except  as  provided  in  subsection  (f)  of  this  section,  thcj 
Secretary  of  Health,  Education,  and  Welfare  may,  upon  the  expira- !, 
tion  of  such  period  and  after  consideration  of  all  relevant  matter  pre-  \ 
sented  to  the  Secretary  and  transmitted  to  the  Secretary  of  Health,  | 
Education,  and  Welfare,  direct  the  Secretary  to  promulgate  such  \ 
standards  with  such  modifications  as  the  Secretary  of  Health,  Educa-  i 
tion,  and  Welfare  may  deem  appropriate  and  the  Secretary  shall  there-  \ 
upon  promulgate  sucli  standards. 

(f )  On  or  before  the  last  day  of  any  period  fixed  for  the  submission 
of  written  data  or  comments  under  subsection  (e)  of  this  section,  any 
interested  person  may  file  with  the  Secretary  written  objections  to  a  i 
proposed  mandatory  health  or  safety  standard,  stating  the  grounds 
therefor  and  requesting  a  public  hearing  on  such  objections.  As  soon 
as  practicable  after  the  period  for  filing  such  objections  has  expired, 
the  Secretary  shall  publish  in  the  Federal  Register  a  notice  specifying 
the  proposed  mandatory  health  or  safety  standards  to  which  objections 
have  been  filed  and  a  hearing  requested. 
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(g)  Promptly  after  any  such  notice  is  piiblisliecl 
Eeii'ister 


^  in  the  Federal 

by  the  Secretary  under  subsection  (f)  of  this  section,  the 
i  Secretary,  in  the  case  of  mandatory  safety  standards,  or  the  Secretary 
I  of  Health,  Education,  and  Welfare,  in  the  case  of  mandatory  health 
standards,  shall  issue  notice  of,  and  hold,  a  public  hearing  for  the 
l)urpose  of  receiving  relevant  evidence.  Within  sixty  days  after  com- 
I  pletion  of  the  hearings,  the  Secretary  who  held  the  hearing  shall  make 
j  findings  of  fact  which  shall  be  public.  In  the  case  of  mandatory  safety 
<  standards,  the  Secretary  may  promulgate  such  standards  with  such 
I  modifications  as  he  deems  appropriate.  In  the  case  of  mandatory  health 
j  standards,  the  Secretary  of  Health,  Education,  and  Welfare  may 
'  direct  the  Secretary  to  promulgate  the  mandatory  health  standards 
j  with  such  modifications  as  the  Secretary  of  Healtli,  Education,  and 
I  Welfare  deems  appropriate  and  the  Secretary  shall  thereupon  promul- 
I  gate  the  mandatory  health  standards.  In  the  "event  the  Secretary  or  the 
I  Secretary  of  Health,  Education,  and  AVelfare,  as  the  case  may  be, 
I  determines  that  a  proposed  mandatory  health  or  safety  standard 
j  should  not  be  promulgated  or  should  be  modified,  he  shall  within  a 
reasonable  time  ]niblish  his  reasons  for  his  determination. 

(h)  Any  mandatory  health  or  safety  standard  promulgated  under 
'  this  section  shall  be  effective  upon  publication  in  the  Federal  Register 
I  unless  the  Secretary  or  the  Secretary  of  Health,  Education,  and  Wel- 
fare, as  appropriate,  specifies  a  later  date. 
I     (i)  Proposed  mandatory  health  and  safety  standards  for  surface 
I  coal  niines  shall  be  published  by  the  Secretary,  in  accordance  with  the 
!  provisions  of  this  section,  not  later  than  twelve  months  after  the  date 
of  enactment  of  this  Act.  Proposed  mandatory  health  and  safety 
standards  for  surface  work  areas  of  underground  coal  mines,  in  addi- 
tion to  those  established  for  such  areas  under  this  Act,  shall  be  pub- 
lished by  the  Secretary,  in  accordance  with  the  provisions  of  this 
section,  not  later  than  twelve  months  after  the  date  of  enactment  of 
this  Act. 

(j)  All  interpretations,  regulations,  and  instructions  of  the  Secre- 
tary or  the  Director  of  the  Bureau  of  Mines,  in  effect  on  the  date  of 
enactment  of  this  Act  and  not  inconsistent  with  any  provision  of  this 
Act,  shall  be  published  in  the  Federal  Register  and  shall  continue  in 
effect  until  modified  or  superseded  in  accordance  with  the  provisions 
of  this  Act. 

(k)  The  Secretary  shall  send  a  copy  of  every  proposed  standard  or 
regulation  at  the  tune  of  publication  in  the  Federal  Register  to  the 
operator  of  each  coal  mine  and  the  representative  of  the  miners  at  such 
mine  and  such  copy  shall  be  immediately  posted  on  the  bulletin  board 
ot  the  mine  by  the  operator  or  his  agent,  but  failure  to  receive  sucli 
notice  shall  not  relieve  anyone  of  the  obligation  to  comply  with  such 
standard  or  regulation. 

ADVISORY  COMMITTEES 

Sec  102.  (a)  (1)  The  Secretary  shall  appoint  an  advisory  committee 
on  coal  mine  safety  research  composed  of— 

(A)  the  Director  of  the  Office  of  Science  and  Technology,  or 
his  delegate,  with  the  consent  of  the  Director ; 

the  Director  of  the  ^^ational  Bureau  of  Standards,  Depart- 
ment of  Commerce,  or  his  delegate,  with  the  consent  of  the 
Director ; 


Hearings , 


Effective 
date. 


Publication 
in  Federal 
Register, 


Copies. 


Committee  on 
coal  mine 
safety 
research, 
membership. 


I 


Pub. 

83  STAT.  748 


Law  91-173 


-  6  - 


December  30,  1969 


Conflict  of 
interest. 


Committee  c 
coal  mine 
health 
research, 
membership. 


Conflict  of 
interest. 


(C)  the  Director  of  the  Xational  Science  Foundation,  or  his 
delegate,  with  the  consent  of  the  Director ;  and 

(D)  such  other  persons  as  the  Secretary  may  appoint  who  are 
knowledgeable  in  the  field  of  coal  mine  safety  research. 

The  Secretary  shall  designate  the  chairman  of  the  committee. 

(2)  The  advisory  committee  shall  consult  with,  and  make  recom- 
mendations to,  the  Secretary  on  matters  involving  or  relating  to  coal 
mine  safety  research.  The  Secretary  shall  consult  Avith,  and  consider 
the  recommendations  of,  such  committee  in  the  conduct  of  such 
research,  the  making  of  any  grant,  and  the  entering  into  of  contracts 
for  such  research. 

(3)  The  chairman  of  the  committee  and  a  majority  of  the  persons 
appointed  by  the  Secretary  pursuant  to  paragraph  (1)  (D)  of  this 
subsection  shall  be  individuals  who  have  no  economic  interests  in  the 
coal  mining  industry,  and  who  are  not  operators,  miners,  or  offi- 
cers or  employees  of  the  Federal  Government  or  any  State  or  local 
government. 

(b)  (1)  The  Secretary  of  Health,  Education,  and  Welfare  shall 
appoint  an  advisory  committee  on  coal  mine  health  research  composed 
of— 

(A)  the  Director,  Bureau  of  Mines,  or  his  delegate,  with  the 
consent  of  the  Director  ; 

(B)  the  Director  of  the  Xational  Science  Foundation,  or  his 
delegate,  with  the  consent  of  the  Director ; 

(C)  the  Director  of  the  Xational  Institutes  of  Health,  or  his 
delegate,  with  the  consent  of  the  Director ;  and 

(D)  such  other  persons  as  the  Secretary  of  Health,  Education, 
and  Welfare  may  appoint  who  are  knowledgeable  in  the  field 
of  coal  mine  health  research. 

The  Secretary  of  Health,  Education,  and  Welfare  shall  designate! 
the  chairman  of  the  committee.  I 

(2)  The  advisory  committee  shall  consult  with,  and  make  recom-' 
mendations  to,  the  Secretary  of  Health,  Education,  and  Welfare  on! 
matters  involving  or  relating  to  coal  mine  health  research.  The  Secre-' 
tary  of  Health,  Education,  and  Welfare  shall  consult  with,  and  con- 1 
sider  the  recommendations  of,  such  committee  in  the  conduct  of  such  I 
research,  the  making  of  any  grant,  and  the  entering  into  of  contracts ' 
for  such  research.  | 

(3)  The  chairman  of  the  committee  and  a  majority  of  the  persons | 
appointed  by  the  Secretary  of  Health,  Education,  and  Welfare  pur-  \ 
suant  to  paragraph  (1)  (D)  of  this  subsection  shall  be  individuals  who  ' 
have  no  economic  interests  in  the  coal  mining  industry,  and  who  are ' 
not  operators,  miners,  or  officers  or  employees  of  the  Federal  Govern- 
ment or  any  State  or  local  government.  I 

(c)  Tlie  Secretary  or  the  Secretary  of  Health,  Education,  and  Wei- 1 
fare  may  appoint  otlier  advisory  committees  as  he  deems  appropriate  ' 
to  advise  liim  in  cai  i  viiig  out  the  provisions  of  this  Act.  The  Secre- 
tary  or  the  Secretary  of  Health,  Education,  and  Welfare,  as  the  case; 
may  be,  sliall  appoint  tlie  cliairman  of  each  such  committee,  who  shall  i 
be  an  individual  wlio  has  no  economic  interest  in  the  coal  mining  indus- ' 
try,  and  who  is  not  an  operator,  miner,  or  an  officer  or  employee  of  the 
Federal  (irovei  innent  or  any  State  or  local  government.  A  majority  of 
the  members  of  any  such  advisory  committee  appointed  pursuant  to  : 
this  subsection  shall  l)e  composed  of  individuals  who  have  no  economic  i 
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1  interests  in  the  coal  mining  industry,  and  who  are  not  operators, 
'  miners,  or  officers  or  employees  of  the  Federal  Government  or  any 
State  or  local  government. 

(d)  Advisory  committee  members,  other  than  officers  or  employees 
of  Federal,  State,  or  local  governments,  shall  be,  for  each  day  (includ- 
ing traveltime)  during  which  they  are  performing  committee  business, 
I  entitled  to  receive  compensation  at  a  rate  fixed  by  the  appropriate 
\  Secretary  but  not  in  excess  of  the  maximum  rate  of  pay  for  grade 
j  GS-18  as  provided  in  the  General  Schedule  under  section  5332  of  title 
!  5  of  the  United  States  Code,  and  shall,  notwithstanding  the  limita- 
I  tions  of  sections  5703  and  5704  of  title  5  of  the  United  States  Code, 
I  be  fully  reimbursed  for  travel,  subsistence,  and  related  expenses. 

I  IXSPECTIONS  AND  INVESTIGATIONS 

Sec.   103.  (a)  Authorized  representatives  of  the  Secretary  shall 
make  frequent  inspections  and  investigations  in  coal  mines  each  year 
for  the  purpose  of  (1)  obtaining,  utilizing,  and  disseminating  infor- 
I  mation  relating  to  health  and  safety  conditions,  the  causes  of  accidents 
i  and  the  causes  of  diseases  and  physical  impairments  originating  in 
I  such  mines,  (2)  gathering  information  with  respect  to  mandatory 
j  health  or  safety  standards,  (3)  determining  whether  an  imminent 
danger  exists,  and  (4)  determining  whether  or  not  there  is  compliance 
with  the  mandatory  health  or  safety  standards  or  with  any  notice, 
order,  or  decision  issued  under  this  title.  In  carrying  out  the  require- 
ments of  clauses  (3)  and  (4)  of  this  subsection,  no  advance  notice  of 
an  inspection  shall  be  provided  to  any  person.  In  carrying  out  the 
requirements  of  clauses  (3)  and  (I)  of  this  subsection  in  each  under- 
ground coal  mine,  such  representatives  shall  make  inspections  of  the 
entire  mine  at  least  four  times  a  year. 

(b)  (1)  For  the  purpose  of  making  any  inspection  or  investigation 
under  this  Act,  the  Secretary  or  any  authorized  representative  of  the 
Secretary  shall  have  a  right  of  entry  to,  upon,  or  through  any  coal 
mine. 

(2)  For  the  purpose  of  developing  improved  mandatory  health 
standards,  the  Secretary  of  Health,  Education,  and  Welfare  or  his 
authorized  representative  shall  have  a  right  of  entry  to,  upon,  or 
through,  any  coal  mine. 

(3)  The  provisions  of  this  Act  relating  to  investigations  and  rec- 
?ir  1^  available  to  the  Secretary  of  Health,  Education,  and 
Welfare  to  enable  him  to  carry  out  his  functions  and  responsibilities 
under  this  Act. 

(c)  For  the  purpose  of  carrying  out  his  responsibilities  under  this 
Act,  including  the  enforcement  thereof,  the  Secretary  may  by  agree- 
ment utilize  with  or  without  reimbursement  the  services,"  personnel, 
and  facilities  of  any  Federal  agency. 

(d)  For  the  purpose  of  making  any  investigation  of  any  accident 
or  other  occurrence  relating  to  health  or  safety  in  a  coal  mine,  the  Sec- 
retary may,  after  notice,  hold  public  hearings,  and  may  sign  and  issue 
subpenas  tor  the  attendance  and  testimony  of  witnesses  and  the  pro- 
duction ot  relevant  papers,  books,  and  documents,  and  administer 
oaths.  Witnesses  summoned  shall  be  paid  the  same  fees  and  mileatre 
that  are  paid  witnesses  in  the  courts  of  the  United  States.  In  case  of 
contumacy  or  refusal  to  obey  a  subpena  served  upon  any  person  under 
this  section,  the  district  court  of  the  United  States  for  any  district 
m  which  such  person  is  found  or  resides  or  transacts  business,  upon 
application  by  the  United  States  and  after  notice  to  such  person  shall 
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have  jurisdiction  to  issue  an  order  re(}uirin^  such  person  to  appear 
and  give  testimony  before  the  Secretary  or  to  appear  and  produce'! 
documents  before  the  Secretary,  or  both,  and  any  failure  to  obey  such^ 
order  of  the  court  may  be  punislied  by  such  court  as  a  contempt'- 
thereof.  i 

(e)  In  the  event  of  any  accident  occurring  in  a  coal  mine,  the  oper-j 
ator  shall  notify  the  Secretary  thereof  and  shall  take  appropriate 
measures  to  prevent  the  destruction  of  any  evidence  which  would! 
assist  in  investigating  the  cause  or  causes  thereof.  In  the  event  of  any  [J 
accident  occurring  in  a  coal  mine  where  rescue  and  recovery  work  is  |i 
necessary,  the  Secretary  or  an  authorized  representative  of  the  Secre-  ii 
tary  shall  take  whatever  action  he  deems  appropriate  to  protect  the  ii 
life  of  any  person,  and  he  may,  if  he  deems  it  appropriate,  supervise  j 
and  direct  the  rescue  and  recovery  activity  in  such  mine.  I 

(f)  In  the  event  of  any  accident  occurring  in  a  coal  mine,  an  author- f 
ized  representative  of  the  Secretary,  when  present,  may  issue  such'l 
orders  as  he  deems  appropriate  to  insure  the  safety  of  any  person  inii 
the  coal  mine,  and  the  operator  of  such  mine  shall  obtain  the  approval', 
of  such  representative,  in  consultation  with  appropriate  State  repre-  i 
sentatives,  when  feasible,  of  any  plan  to  recover  any  person  in  the; 
mine  or  to  recover  the  mine  or  to  return  affected  areas  of  the  mine  to| 
normal.  ^ 

(g)  Whenever  a  representative  of  the  miners  has  reasonable  grounds 
to  believe  that  a  violation  of  a  mandatory  health  or  safety  standard  / 
exists,  or  an  imminent  danger  exists,  such  representative  shall  have  a  f 
right  to  obtain  an  immediate  inspection  by  giving  notice  to  the  Sec-  i 
retary  or  his  authorized  representative  of  such  violation  or  danger.  ] 
Any  such  notice  shall  be  reduced  to  writing,  signed  by  the  represent-  [i 
ative  of  the  miners,  and  a  copy  shall  be  provided  the  operator  or  his  li 
agent  no  later  than  at  the  time  of  inspection,  except  that,  upon  thet 
request  of  the  person  giving  such  notice,  his'  name  and  the  names  of  |i 
individual  miners  referred  to  therein  shall  not  appear  in  such  copy.  |i 
Upon  receipt  of  such  notification,  a  special  inspection  shall  be  made ! 
as  soon  as  possible  to  determine  if  such  violation  or  danger  exists  inj 
accordance  with  the  provisions  of  this  title.  i) 

(h)  At  the  commencement  of  any  inspection  of  a  coal  mine  by  an  J 
authorized  representative  of  the  Secretary,  the  authorized  representa-  |i 
tive  of  the  miners  at  the  mine  at  the  time  of  such  inspection  shall  be  jl 
given  an  opportunity  to  accompany  the  authorized  representative  of  j' 
the  Secretary  on  such  inspection.  |ij 

(i)  Whenever  the  Secretary  finds  that  a  mine  liberates  excessive! 
quantities  of  methane  or  other  explosive  gases  during  its*  operations,  or  ii 
that  a  methane  or  other  gas  ignition  or  explosion  has  occurred  in  such  i 
mine  which  resulted  in  death  or  serious  injury  at  any  time  during  the  i 
])revious  five  years,  or  that  there  exists  in  such  mine  other  especially } 
hazardous  conditions,  he  shall  provide  a  minimum  of  one  spot  inspec-  Ii 
tion  by  his  authorized  representative  of  all  or  part  of  such  mine  during  !, 
every  five  working  daj^s  at  irregidar  intervals. 

riiVDIXOS.  NOTICKS.  AXD  OROERS  ! 

Sec.  104.  (a)  If,  upon  any  inspection  of  a  coal  mine,  an  authorized  |, 
representative  of  the  Secretary  finds  that  an  imminent  danger  exists, 
sucli  representative  shall  determine  tlie  area  tliroughout  which  such 
danger  exists,  and  thereupon  shall  issue  forthwith  an  order  requiring 
the  operator  of  the  mine  or  his  agent  to  cause  immediately  all  persons, 

i 
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excejjt  those  referred  to  in  subsection  (d)  of  this  section,  to  be  with- 
drawn from,  and  to  be  prohibited  from  entering,  such  area  until  an 
authorized  representative  of  the  Secretary  detei'mines  that  such  immi- 
nent danger  no  longer  exists. 

(b)  Except  as  provided  in  subsection  (i)  of  this  section,  if,  upon 
any  inspection  of  a  coal  mine,  an  authorized  representative  of  the 
Secretar}^  finds  that  there  has  been  a  violation  of  any  mandatory 
liealth  or  safety  standard  but  the  violation  has  not  created  an  imminent 
danger,  he  shall  issue  a  notice  to  the  operator  or  his  agent  fixing  a 
reasonable  time  for  the  abatement  of  the  violation.  If,  upon  the  expira- 

[  tion  of  the  period  of  time  as  originally  fixed  or  subsequently  extended, 
[  an  authorized  representative  of  the  Secretary  finds  that  the  violation 
\  has  not  been  totally  abated,  and  if  he  also  finds  that  the  period  of  time 
should  not  be  further  extended,  he  shall  find  the  extent  of  the  area 
I  affected  by  the  violation  and  shall  promptly  issue  an  order  requiring 
the  operator  of  such  mine  or  his  agent  to  cause  immediately  all  per- 
sons, except  those  referred  to  in  subsection  (d)  of  this  section,  to  be 
withdrawn  from,  and  to  be  prohibited  from  entering,  such  area  until 
an  authorized  representative  of  the  Secretary  determines  that  the 
violation  has  been  abated. 

(c)  (1)  If,  upon  any  inspection  of  a  coal  mine,  an  authorized  repre- 
[  sentative  of  the  Secretary  finds  that  there  has  been  a  violation  of  any 

mandatory  health  or  safety  standard,  and  if  he  also  finds  that,  while 
the  conditions  created  by  such  violation  do  not  cause  imminent  danger, 
such  violation  is  of  such  nature  as  could  significantly  and  substantially 
contribute  to  the  cause  and  effect  of  a  mine  safety  or  health  hazard, 
and  if  he  finds  such  violation  to  be  caused  by  an  unwarrantable  failure 
of  such  operator  to  comply  with  such  mandatory  health  or  safety 
standards,  he  shall  include  such  finding  in  any  notice  given  to  the  oper- 
ator under  this  Act.  If,  during  the  same  inspection  or  any  subsequent 

I  inspection  of  such  mine  within  ninety  days  after  the  issuance  of  such 
notice,  an  authorized  representative  of  the  Secretary  finds  another  vio- 
lation of  any  mandatory  health  or  safety  standard  and  finds  such 
violation  to  be  also  caused  by  an  unwarrantable  failure  of  such  opera- 
tor to  so  comply,  he  shall  forthwith  issue  an  order  requiring  the  oper- 
ator to  cause  all  persons  in  the  area  afi'ected  by  such  violation,  except 
those  persons  referred  to  in  subsection  (d)  of  this  section,  to  be  with- 
draw^n  from,  and  to  be  prohibited  from  entering,  such  area  until  an 
authorized  representative  of  the  Secretary  determines  that  such  vio- 
lation has  been  abated. 

(2)  If  a  withdrawal  order  with  respect  to  any  area  in  a  mine  has 
been  issued  pursuant  to  paragraph  (1)  of  this  subsection,  a  withdrawal 
order  shall  promptly  be  issued  by  an  authorized  representative  of  the 
Secretary  who  finds  upon  any  subsequent  inspection  the  existence 
m  such  mine  of  violations  similar  to  those  that  resulted  in  the  issuance 
of  the  withdrawal  order  under  paragraph  (1)  of  this  subsection 
until  such  time  as  an  inspection  of  such  mine  discloses  no  similar  viola- 
tions. Following  an  inspection  of  such  mine  which  discloses  no  similar 

j  violations,  the  provisions  of  ])aragraph  (1)  of  this  subsection  shall 

I  again  be  applicable  to  that  mine. 

I     (d)  The  following  persons  shall  not  be  required  to  be  withdrawn 
from,  or  prohibited  from  entering,  any  area  of  the  coal  mine  subject 
I  to  an  order  issued  under  this  section : 

I        .   (1)  any  person  whose  presence  in  such  area  is  necessary,  in  the 
judgment  of  the  operator  or  an  authorized  representative  of  the 
I       Secretary,  to  eliminate  the  condition  described  in  the  order; 
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(2)  any  public  official  whose  official  duties  require  him  to  enter! 
such  area ;  f| 

(3)  any  representative  of  the  miners  in  such  mine  who  is,  in  thoi^ 
judgment  of  the  operator  or  an  authorized  representative  of  the 
Secretary,  qualified  to  make  coal  mine  examinations  or  who  is 
accompanied  by  such  a  person  and  whose  presence  in  such  area  is 
necessary  for  the  investigation  of  the  conditions  described  in  the 
order;  and 

(4)  any  consultant  to  any  of  the  foregoing. 

(e)  Notices  and  orders  issued  pursuant  to  this  section  shall  contain 
a,  detailed  description  of  the  conditions  or  practices  which  cause  and  * 
constitute  an  imminent  danger  or  a  violation  of  any  mandatory  health; 
or  safety  standard  and,  where  appropriate,  a  description  of  the  area  i 
of  the  coal  mine  from  which  persons  must  be  withdrawn  and  pro-!' 
hibited  from  entering.  . 

(f)  Each  notice  or  order  issued  under  this  section  shall  be  given' 
promptly  to  the  operator  of  the  coal  mine  or  his  agent  by  an  authorized  f 
representative  of  the  Secretary  issuing  such  notice  or  order,  and  all 
such  notices  and  orders  shall  be  in  writing  and  shall  be  signed  by  such  " 
representative.  ' 

(g)  A  notice  or  order  issued  pursuant  to  this  section,  except  an  order  ■ 
issued  under  subsection  (h)  of  this  section,  may  be  modified  or  • 
terminated  by  an  authorized  representative  of  the  Secretary. 

(h)  (1)  If,  upon  any  inspection  of  a  coal  mine,  an  authorized  repre- 
sentative of  the  Secretary  finds  (A)  that  conditions  exist  therein 
which  have  not  yet  resulted  in  an  imminent  danger,  (B)  that  such 
conditions  cannot  be  effectively  abated  through  the  use  of  existing 
technology,  and  (C)  that  reasonable  assurance  cannot  be  provided 
that  the  continuance  of  mining  operations  under  such  conditions  will 
not  result  in  an  imminent  danger,  he  shall  determine  the  area  through- 
out which  such  conditions  exist,  and  thereupon  issue  a  notice  to  thej 
operator  of  the  mine  or  his  agent  of  such  conditions,  and  shall  file  a : 
copy  thereof,  incorporating  his  findings  therein,  with  the  Secretary 
and  with  the  representative  of  the  miners  of  such  mine.  Upon  receipt 
of  such  copy,  the  Secretary  shall  cause  such  further  investigation  to 
be  made  as  he  deems  appropriate,  including  an  opportunity  for  the  , 
operator  or  a  representative  of  the  miners  to  present  information!! 
relating  to  such  notice.  ' 

(2)  Upon  the  conclusion  of  such  investigation  and  an  opportunity! 
for  a  public  hearing  upon  request  by  any  interested  party,  the  Secre- ! 
tary  shall  make  findings  of  fact,  and  shall  by  decision  incorporating , 
such  findings  therein,  either  cancel  the  notice  issued  under  this  sub- 
section or  issue  an  order  requiring  the  operator  of  such  mine  to  cause 
all  persons  in  the  area  affected,  except  those  persons  referred  to  in; 
subsection  (d)  of  this  section,  to  be  withdrawn  from,  and  be  pro- 
hibited from  entering,  such  area  until  the  Secretary,  after  a  public 
hearing  affording  all  interested  persons  an  opportunity  to  present 
their  views,  determines  that  such  conditions  have  been  abated.  Any 
hearing  under  this  paragraph  shall  be  of  record  and  shall  be  subject  i 
80  Stat.  384.      to  section  554  of  title  5  of  the  United  States  Code. 

(i)  If,  based  upon  samples  taken  and  analyzed  and  recorded  pur- 
Post,  p. 750.  suant  to  section  202(a)  of  this  Act,  or  samples  taken  during  an  inspec- 
tion by  an  authorized  representative  of  the  Secretary,  the  applicable 
limit  on  the  concentration  of  respirable  dust  required  to  be  maintained 
under  this  Act  is  exceeded  and  thereby  violated^  the  Secretary  or  his 
authorized  representative  shall  issue  a  notice  fixmg  a  reasonable  time 
for  the  abatement  of  the  violation.  During  such  time,  the  operator  of 
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the  mine  shall  cause  samples  described  in  section  202(a)  of  this  Act  Post,  p.  760, 
to  be  taken  of  the  a  fleeted  area  during  each  production  shift.  If,  upon 
the  expiration  of  the  period  of  time  as  originally  fixed  or  subsequently 
extended,  the  Secretary  or  his  authorized  representative  finds  that 
the  period  of  time  should  not  be  further  extended,  lie  shall  find  the 
extent  of  the  area  affected  by  the  violation  and  shall  promptly  issue 
an  order  requiring  the  operator  of  such  mine  or  his  agent  to  cause 
immediately  all  persons,  except  those  referred  to  in  subsection  (d)  of 
this  section,  to  be  withdrawn  from,  and  to  be  prohibited  from  enter- 
ing, such  area  until  the  Secretary  or  his  authorized  representative  has 
learon  to  belie\e,  based  on  actions  taken  by  the  operator,  that  such 
limit  will  be  complied  with  upon  the  resumption  of  production  in 
such  mine.  As  soon  as  possible  after  an  order  is  issued,  the  Secretary, 
upon  request  of  the  operator,  shall  dispatch  to  the  mine  involved  a 
person  or  team  of  persons,  to  the  extent  such  persons  are  available, 
who  are  knowledgeable  in  the  methods  and  means  of  controlling  and 
reducing  respirable  dust.  Such  person  or  team  of  persons  shall  remain 
at  the  mine  involved  for  such  time  as  they  shall  deem  appropriate  to 
assist  the  operator  in  reducing  respirable  dust  concentrations.  While 
at  the  mine,  such  persons  may  require  the  operator  to  take  such  actions 
as  they  deem  appropriate  to  insure  the  health  of  any  person  in  the 
coal  mine. 

REVIEW  BY  THE  SECRETARY 

Skc.  105.  (a)  (1)  An  operator  issued  an  order  pursuant  to  the  pro- 
visions of  section  104  of  this  title,  or  any  representative  of  miners 
in  any  mine  affected  by  such  order  or  by  any  modification  or  termina- 
tion of  such  order,  may  a)>ply  to  tlie  Secretary  for  review  of  the  order 
within  thirty  days  of  receipt  thereof  or  within  thirty  days  of  its  modi- 
ficaticm  or  termination.  An  operator  issued  a  notice  pursuant  to  section 
10J:(b)  or  (i)  of  this  title,  or  any  representative  of  miners  in  any 
mine  affected  by  such  notice,  may,  if  he  believes  that  the  period  of 
time  fixed  in  such  notice  for  tlie  abatement  of  the  violation  is  unreason- 
able, apply  to  the  Secretary  for  review  of  the  notice  within  thirty 
days  of  the  receii)t  thereof.  The  applicant  shall  send  a  copy  of  such 
application  to  the  representative  of  miners  in  the  affected  mine,  or  the 
operator,  as  appropriate.  Upon  receipt  of  such  application,  the  Secre- 
tary shall  cause  such  investigation  to  be  made  as  he  deems  appropriate. 
Such  investigation  shall  provide  an  opportunity  for  a  public  hearing,  Hearing, 
at  the  request  of  the  operator  or  the  representative  of  miners  in  such 
mine,  to  enable  the  operator  and  the  representative  of  miners  in  such 
mine  to  present  information  relating  to  the  issuance  and  continuance  of 
such  order  or  the  modification  or  termination  thereof  or  to  the  time 
fixed  in  such  notice.  The  filing  of  an  application  for  review  under  this 
j  subsection  shall  not  operate  as  a  stay  of  any  order  or  notice. 

(2)  The  operator  and  the  re])resentative  of  the  miners  shall  be  given 
I  written  notice  of  the  time  and  place  of  the  hearing  at  least  five  days 
j  prior  to  the  hearing.  Any  such  hearing  shall  be  of  record  and  shall  Ibe 
I  subject  to  secti(m  554  of  title  5  of  the  United  States  Code.  80  Stat.  384. 

j      (b)  UT)on  receiving  the  report  of  such  investigation,  the  Secretary 
shall  make  findings  of  fact,  and  he  shall  issue  a  written  decision, 
incorporating  therein  an  order  vacating,  affirming,  modifying,  or 
terminating  the  order,  or  the  modification  or  termination  of  such  order, 
or  the  notice,  complained  of  and  incorporate  his  findings  therein, 
(c)  In  view  of  the  urgent  need  for  prompt  decision  of  matters  sub- 
!  mitted  to  the  Secretary  under  tliis  section,  all  actions  Avhich  the  Secre- 
)  tary  takes  under  this  section  shall  be  taken  as  promptly  as  practicable, 
consistent  with  adequate  consideration  of  the  issues  involved. 
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(d)  Pending  completion  of  the  investigation  required  by  this  sec-  ' 
tion,  the  applicant  may  file  Avith  the  Secretary  a  written  request  that 
the  Secretary  grant  temporary  relief  (1)  from  any  modification  or^ 
termination  of  any  order,  or  (2)  from  any  order  issued  under  section  j 
lOi  of  this  title,  except  an  order  issued  under  section  104(a)  of  this 
title,  together  with  a  detailed  statement  giving  reasons  for  granting  i 
such  relief.  The  Secretary  may  grant  such  relief,  under  such  conditions 
as  he  may  prescribe,  if — 

(1)  a  hearing  has  been  held  in  Avhicli  all  parties  were  given  an!' 
opportunity  to  be  heard;  "  ' 

(2)  the  applicant  shows  that  there  is  substantial  likelihood^ 
that  the  findings  of  the  Secretary  Avill  be  favorable  to  the  appli-  j 
cant;  and  ' 

(3)  such  relief  will  not  adversely  affect  the  health  and  safety! 
of  miners  in  the  coal  mine. 

No  temporary  relief  shall  be  granted  in  the  case  of  a  notice  issued! 
under  section  104  (b)  or  (i)  of  this  title.  : 

JUDICIAL  KEVIEW 

Sec.  106.  (a)  Any  order  or  decision  issued  by  the  Secretary  or  the 
Panel  under  this  Act,  except  an  order  or  decision  under  section  109(a) 
of  this  Act,  shall  be  subject  to  judicial  review  by  the  United  States 
court  of  appeals  for  the  circuit  in  which  the  affected  mine  is  located,  i 
or  the  United  States  Court  of  Appeals  for  the  District  of  Columbia 
Circuit,  upon  the  filing  in  such  court  within  thirty  days  from  the  date  I 
of  such  order  or  decision  of  a  petition  by  any  person  aggrieved  by  jl 
the  order  or  decision  praying  that  the  order  or  decision  be  modified  d 
or  set  aside  in  whole  or  in  part,  except  that  the  court  shall  not  consider  |! 
such  petition  unless  such  person  has  exhausted  the  administrative  |! 
remedies  available  under  this  Act.  A  copy  of  the  petition  shall  forth-  i 
with  be  sent  by  registered  or  certified  mail  to  the  other  party  and  to  ' 
the  Secretary  or  the  Panel,  and  thereupon  the  Secretary  or  the  Panel  i 
shall  certify  and  file  in  such  court  the  record  upon  which  the  order  or  0 
decision  complained  of  was  issued,  as  provided  in  section  2112  of  title  11 
72  Stat.  941;  28,  United  States  Code.  j' 
80  Stat.  1323.  (b)  The  court  shall  hear  such  petition  on  the  record  made  before  i 
the  Secretary  or  the  Panel.  The  findings  of  the  Secretary  or  the  Panel,  j 
if  supported  by  substantial  evidence  on  the  record  considered  as  a  I 
whole,  shall  be"  conclusive.  The  court  may  affirm,  vacate,  or  modify  } 
any  order  or  decision  or  may  remand  the  proceedings  to  the  Secretary  (1 
or  the  Panel  for  such  further  action  as  it  may  direct.  i 
(c)  (1)  In  the  case  of  a  proceeding  to  review  any  order  or  decision  | 
issued  by  tlie  Secretary  under  this  Act,  except  an  order  or  decision  li 
])ertaining  to  an  order  issued  under  section  104(a)  of  this  title  or  an  p 
order  or  decision  pertaining  to  a  notice  issued  under  section  104  (b)  'r 
or  (i)  of  this  title,  tlie  court  may,  under  such  conditions  as  it  may  * 
prescribe,  giant  such  temporary  relief  as  it  deems  appropriate  i^end-  if 
mg  final  determination  of  the  proceeding  if —  i' 

(A)  all  parties  to  the  proceeding  have  been  notified  and  given  fJ 
an  ()i)p()rtunily  to  be  heard  on  a  request  for  tem])orary  relief;  ' 

(B)  (he  ])ers()u  requesting  such  relief  shows  that  there  is  a  sub-  !! 
slant ial  likelihood  that  lie  will  prevail  on  the  merits  of  the  final  n 
determination  of  the  piocoeding;  and  [ 

(C)  such  relief  will  not  adversely  affect  the  health  and  safety  'j 
of  miners  in  the  coal  mine.  ?■ 

(2)  In  the  case  of  a  proceeding  to  review  any  order  or  decision  i 
issued  by  the  Panel  under  this  Act,  the  court  may,  under  such  condi- 
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tions  as  it  may  prescribe,  grant  such  temporary  relief  as  it  deems 
ap])ropriate  pending  final  determination  of  the  proceeding  if — 

(A)  all  parties  to  the  proceeding  have  been  notified  and  given 
an  opportunity  to  be  heard  on  a  request  for  temporary  relief ;  and 

(B)  the  person  requesting  such  relief  shows  that  there  is  a  sub- 
stantial likelihood  that  he  will  prevail  on  the  merits  of  the  final 
determination  of  the  proceeding. 

(d)  The  judgment  of  the  court  shall  be  subject  to  review  only  by 
the  Supreme  Court  of  the  United  States  upon  a  writ  of  certiorari  or 
certification  as  provided  in  section  1254  of  title  28,  United  States 

Code.  52  Stat.  928. 

(e)  The  commencement  of  a  proceeding  under  this  section  shall  not, 
unless  specifically  ordered  by  the  court,  operate  as  a  stay  of  the  order 
or  decision  of  the  Secretary  or  the  Panel. 

(f)  Subject  to  the  direction  and  control  of  the  Attorney  General, 

as  provided  in  section  507(b)  of  title  28  of  the  United  States  Code,    80  stat.  663. 
attorneys  appointed  by  the  Secretary  may  appear  for  and  represent 
]iim  in  any  proceeding  instituted  under  this  section. 


rOSTING  OF  XOTICES,  ORDERS,  AXD  DECISIONS 

Sec.  107.  (a)  At  each  coal  mine  there  shall  be  maintained  an  office 
Avith  a  conspicuous  sign  designating  it  as  the  office  of  the  mine,  and  a 
bulletin  board  at  such  office  or  at  some  conspicuous  place  near  an 
entrance  of  the  mine,  in  such  manner  that  notices,  orders,  and  decisions 
required  by  law  or  regulation  to  be  posted  on  the  mine  bulletin  board 
may  be  posted  thereon,  be  easily  visible  to  all  persons  desiring  to  read 
them,  and  be  protected  against  damage  by  weather  and  against  unau- 
thorized removal.  A  copy  of  any  notice,  order,  or  decision  required  by 
this  title  to  be  given  to  an  operator  shall  be  delivered  to  the  office  of 
the  affected  mine,  and  a  copy  shall  be  immediately  posted  on  the  bul- 
letin board  of  such  mine  by  the  operator  or  his  agent. 

(b)  The  Secretary  shall  cause  a  copy  of  any  notice,  order,  or  deci- 
sion required  by  this  Act  to  be  gi^^en  to  an  operator  to  be  mailed  imme- 
diately to  a  representative  of  the  miners  in  the  affected  mine,  and  to 
the  public  official  or  agency  of  the  State  charged  with  administering 
State  laws,  if  any,  relating  to  health  or  safety  in  such  mine.  Such 
notice,  order,  or  decision  shall  be  available  for  public  inspection, 

(c)  In  order  to  insure  prompt  compliance  with  any  notice,  order,  or 
decision  issued  under  this  Act,  the  authorized  representative  of  the 
Secretary  may  deliver  such  notice,  order,  or  decision  to  an  agent  of 
the  operator  and  such  agent  shall  immediately  take  appropriate  meas- 
ures to  insure  compliance  Avith  such  notice,  order,  or  decision. 

(d)  Each  operator  of  a  coal  mine  shall  file  Avith  the  Secretary  the 
name  and  address  of  such  mine  and  the  name  and  address  of  the  per- 
son AA'ho  controls  or  operates  the  mine.  Any  reAdsions  in  such  names 
or  addresses  shall  be  promptly  filed  Avith  the  Secretary.  Each  operator 
of  a  coal  mine  shall  designate  a  responsible  official  at  such  mine  as 
the  principal  officer  in  charge  of  health  and  safety  at  such  mine  and 
such  official  shall  receiA'e  a  copy  of  any  notice,  order,  or  decision  issued 
under  this  Act  affecting  such  mine.  In  any  case,  AA'here  the  coal  mine 
is  subject  to  the  control  of  any  person  not  directly  involved  in  the 
daily  operations  of  the  coal  mine,  there  shall  be  filed  Avith  the  Secre- 
tary the  name  and  address  of  such  person  and  the  name  and  address 
of  a  principal  official  of  such  person  Avho  shall  have  overall  responsi- 
bility for  the  conduct  of  an  effectiA^e  health  and  safety  program  at  any 
coal  mine  subject  to  the  control  of  such  person  and  such  official  shall 
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receive  a  copy  of  any  notice,  order,  or  decision  issued  affecting  any 
siK-h  mine.  The  mere  desi^^nation  of  a  health  and  safety  official  under  [ 
this  subsection  shall  not  be  construed  as  making  such  official  subject  ' 
to  any  penalty  under  this  Act.  J 

IXJUXCTIOXS  j 

Sec.  108.  The  Secretary  may  institute  a  civil  action  for  relief,  * 
including  a  permanent  or  temporary  injunction,  restraining  order,  or 
any  other  appropriate  order  in  the  district  court  of  the  United  States 
for  tlie  district  in  ^vhich  a  coal  mine  is  located  or  in  which  the  operator  : 
of  such  mine  has  his  principal  office,  whenever  such  operator  or  his  i' 
agent  (a)  violates  or  fails*  or  refuses  to  comply  with  any  order  or  I 
decision  issued  under  this  Act,  or  (b)  interferes  with,  hinders,  or  r 
delays  the  Secretary  or  his  authorized  representative,  or  the  Secretary  c 
of  Health,  Education,  and  Welfare  or  his  authorized  representative,  ji 
in  carrying  out  the  provisions  of  this  Act,  or  (c)  refuses  to  admit  such 
representatives  to  the  mine,  or  (d)  refuses  to  x^ermit  the  inspection  ii 
of  the  mine,  or  the  investigation  of  an  accident  or  occupational  disease 
occurring  in,  or  connected  with,  such  mine,  or  (e)  refuses  to  furnish  i 
any  information  or  report  requested  by  the  Secretary  or  the  Secretary 
of  PTealth,  Education,  and  Welfare  in  furtherance  of  the  provisions 
of  this  Act,  or  (f )  refuses  to  permit  access  to,  and  copj^ing  of,  such 
records  as  the  Secretarj^  or  the  Secretary  of  Health,  Education,  and 
Welfare  determines  necessary  in  carrying  out  the  provisions  of  this 
Act.  Each  court  shall  have  jurisdiction  to  provide  such  relief  as  may 
be  appropriate.  Temporary  restraining  orders  shall  be  issued  in 
accordance  Avith  Rule  65  of  the  Federal  Rules  of  Civil  Procedure,  as 

28  use  app,  amended,  except  that  the  time  limit  in  such  orders,  when  issued  with- 
out notice,  shall  be  seven  days  from  the  date  of  entr}'.  Except  as  other- 
wise provided  herein,  any  relief  granted  by  the  court  to  enforce  an 
order  under  clause  (a)  of  this  section  shall  continue  in  effect  until 
the  completion  or  final  termination  of  all  proceedings  for  review  of 
such  order  under  this  title,  unless,  prior  thereto,  the  district  court 
granting  such  relief  sets  it  aside  or  modifies  it.  In  actions  under  this 
section,  subject  to  the  direction  and  control  of  the  Attorney  General, 

80  Stat.  663.  as  provided  in  section  507 (b)  of  title  28  of  the  United  States  Code, 
attorneys  appointed  by  the  Secretary  may  appear  for  and  represent 
him.  In  any  action  instituted  under  this  section  to  enforce  an  order 
or  decision  issued  by  the  Secretary  after  a  public  hearing  in  accord- 

80  Stat.  384.  ance  with  section  55-4  of  title  5  of  the  Ignited  States  Code,  the  findings 
of  the  Secretary,  if  supported  by  substantial  evidence  on  the  record 
considered  as  a  whole,  shall  be  conclusive. 

PEXALTIES 

Sec.  109.  (a)  (1)  The  operator  of  a  coal  mine  in  which  a  violation 
occurs  of  a  mandatory  health  or  safetj^  standard  or  who  violates  any 
Post,  p.  792,  other  i)rovision  of  this  Act,  except  the  provisions  of  title  4,  shall  be 
assessed  a  civil  penalty  by  the  Secretary  under  paragraph  (3)  of  this 
subsection  which  penalty  shall  not  be  more  than  $10,000  for  each 
such  violation.  Each  occurrence  of  a  violation  of  a  mandatory  health 
or  safety  standard  may  constitute  a  separate  offense.  In  determining 
the  amount  of  the  penalty,  the  Secretary  shall  consider  the  operators 
history  of  previous  violations,  the  appropriateness  of  such  penalty  to 
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I  the  size  of  the  business  of  the  operator  charged,  whether  the  operator 
jj  was  negligent,  the  effect  on  the  operator's  ability  to  continue  in  busi- 
!  ness,  the  gravity  of  the  violation,  and  the  demonstrated  good  faith  of 
I'  the  operator  charged  in  attempting  to  achieve  rapid  compliance  after 
I  notification  of  a  violation. 

I      (2)  Any  miner  who  willfully  violates  the  mandatory  safety  stand- 
'   ards  relating  to  smoking  or  the  carrying  of  smoking  materials, 
!   matches,  or  lighters  shall  be  subject  to  a  civil  penalty  assessed  by  the 
I   Secretary  under  paragraph  (3)  of  this  subsection,  which  penalty 
r  shall  not  be  more  than  $250  for  each  occurrence  of  such  violation. 
!      (3)  A  civil  penalty  shall  be  assessed  by  the  Secretary  only  after  the 
person  charged  with  a  violation  under  this  Act  has  been  given  an 
opportunity  for  a  public  hearing  and  the  Secretary  has  determined, 
by  decision  incorporating  his  findings  of  fact  therein,  that  a  viola- 
tion did  occur,  and  the  amount  of  the  penalty  which  is  warranted, 
and  incorporating,  when  appropriate,  an  order  therein  requiring  that 
the  penalty  be  paid.  Where  appropriate,  the  Secretary  shall  consoli- 
date such  hearings  with  other  proceedings  under  section  105  of  this 
title.  Any  hearing  under  this  section  shall  be  of  record  and  shall  be 
subject  to  section  554  of  title  5  of  the  United  States  Code.  80  stat.  384. 

(4)  If  the  person  against  whom  a  civil  penalty  is  assessed  fails  to 
pay  the  penalty  within  the  time  prescribed  in  such  order,  the  Secretary 
shall  file  a  petition  for  enforcement  of  such  order  in  any  appropriate 
district  court  of  the  United  States.  The  petition  shall  designate  the 
person  against  whom  the  order  is  sought  to  be  enforced  as  the  respond- 
ent. A  copy  of  the  petition  shall  forthw^ith  be  sent  by  registered  or 
J  certified  mail  to  the  respondent  and  to  the  representative  of  the  miners 
in  the  affected  mine  or  the  operator,  as  the  case  may  be,  and  thereupon 
the  Secretary  shall  certify  and  file  in  such  court  the  record  upon  which 
such  order  sought  to  be  enforced  was  issued.  The  court  shall  have 
jurisdiction  to  enter  a  judgment  enforcing,  modifying,  and  enforcing 
as  so  modified,  or  setting  aside  in  whole  or  in  part  the  order  and 
decision  of  the  Secretary  or  it  may  remand  the  proceedings  to  the 
Secretary  for  such  further  action  as  it  may  direct.  The  court  shall  con- 
sider and  determine  de  novo  all  relevant  issues,  except  issues  of  fact 
which  were  or  could  have  been  litigated  in  review  proceedings  before 
a  court  of  appeals  under  section  106  of  this  Act,  and  upon  the  request 
of  the  respondent,  such  issues  of  fact  which  are  in  dispute  shall  be 
submitted  to  a  jury.  On  the  basis  of  the  jury's  findings,  the  court  shall 
deterniine  the  amount  of  the  penalty  to  be  imposed.  Subject  to  tlie 
direction  and  control  of  the  Attorney  General,  as  provided  in  sec- 
tion 507(b)  of  title  28  of  the  United  States  Code,  attorneys  appointed  80  stat.  663. 
by  the  Secretary  may  appear  for  and  represent  him  in  any  action  to 
enforce  an  order  assessing  civil  penalties  under  this  paragraph. 

(b)  Any  operator  who  willfully  violates  a  mandatory  health  or 
safety  standard,  or  knowingly  violates  or  fails  or  refuses  to  comply 
with  any  order  issued  under  section  104  of  this  title,  or  any  order 
incorporated  in  a  final  decision  issued  under  this  title,  except  an  order 
incorporated  in  a  decision  under  subsection  (a)  of  this  section  or 
section  110(b)  (2)  of  this  title,  shall,  upon  conviction,  be  punished  by 
a  fine  of  not  more  than  $25,000,  or  by  imprisonment  for  not  more  than 
one  year,  or  by  both,  except  that  if  the  conviction  is  for  a  violation 
,  committed  after  the  first  conviction  of  such  operator  under  this  Act, 
punishment  shall  be  by  a  fine  of  not  more  than  $50,000,  or  by  imprison- 
ment for  not  more  than  five  years,  or  by  both. 
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(c)  Whenever  a  corporate  operator  violates  a  mandatory  health  or  ' 
safety  standard  or  knowingly  violates  or  fails  or  refuses  to  comply  i 
with  any  order  issued  under  this  Act  or  any  order  incorporated  in  a  ' 
final  decision  issued  under  this  Act,  except  an  order  incorporated  in  | 
a  decision  issued  under  subsection  (a)  of  this  section  or  section  110  | 
(b)  (2)  of  this  title,  any  director,  officer,  or  agent  of  such  corporation  , 
who  knowingly  authorized,  ordered,  or  carried  out  such  violation,  fail-  ' 
ure,  or  refusal  shall  be  subject  to  the  same  civil  penalties,  fines,  and  , 
imprisonment  that  may  be  imposed  upon  a  person  under  subsections  | 
(a)  and  (b)  of  this  section. 

(d)  Whoever  knowingly  makes  any  false  statement,  representation,  i 
or  certification  in  any  application,  record,  report,  plan,  or  other  docu-  j 
ment  filed  or  required  to  be  maintained  pursuant  to  this  Act  or  any  | 
order  or  decision  issued  under  this  Act  shall,  upon  conviction,  be  pun-  j 
ished  by  a  fine  of  not  more  than  $10,000,  or  by  imprisonment  for  not  i 
more  than  six  months,  or  by  both.  j 

(e)  Whoever  knowingly  distributes,  sells,  offers  for  sale,  introduces,  ' 
or  delivers  in  commerce  any  equipment  for  use  in  a  coal  mine,  includ-  I 
ing,  but  not  limited  to,  components  and  accessories  of  such  equip- 
ment, which  is  represented  as  complying  Avith  the  provisions  of  this  i 
Act,  or  with  any  specification  or  regulation  of  the  Secretary  applicable 
to  such  equipment,  and  which  does  not  so  comply,  shall,  upon  convic- 
tion, be  subject  to  the  same  fine  and  imprisonment  that  may  be  imposed  , 
upon  a  person  under  subsection  (d)  of  this  section.  \ 

ENTITLEMENT  OF  MINERS  ; 

Compensation.  Sec.  110.  (a)  If  a  coal  mine  or  area  of  a  coal  mine  is  closed  by  an  | 

order  issued  under  section  104  of  this  title,  all  miners  working  during 
the  shift  when  such  order  was  issued  who  are  idled  by  such  order  shall 
be  entitled  to  full  compensation  by  the  operator  at  their  regular  rates  j 
of  pay  for  the  period  they  are  idled,  but  for  not  more  than  the  balance 
of  such  shift.  If  such  order  is  not  terminated  prior  to  the  next  working  \ 
shift,  all  miners  on  that  shift  who  are  idled  by  such  order  shall  be 
entitled  to  full  compensation  by  the  operator  at  their  regular  rates  of 
pay  for  the  period  they  are  idled,  but  f^r  not  more  than  four  hours  of  | 
such  shift.  If  a  coal  mine  or  area  of  a  coal  mine  is  closed  by  an  order  j 
issued  under  section  101  of  this  title  for  an  unwarrantable  failure  of  ; 
the  operator  to  comply  w  ith  any  health  or  safety  standard,  all  miners  j 
who  are  idled  due  to  such  order  shall  be  fully  compensated,  after  all 
interested  parties  are  given  an  opportunity  for  a  public  hearing  on  such  < 
compensation  and  after  such'  order  is  final,  by  the  operator  for  lost 
time  at  their  regular  rates  of  pay  for  such  time  as  the  miners  are  idled 
by  such  closing,  or  for  one  week,  whichever  is  the  lesser.  Whenever  i 
an  operator  violates  or  fails  or  refuses  to  comply  with  any  order  issued 
under  section  104  of  this  Act,  all  miners  employed  at  the  affected  mine 
who  would  be  withdrawn  from,  or  prevented  from  entering,  such  mine 
or  area  thereof  as  a  result  of  sucli  order  shall  be  entitled  to  full  com- 
pensation by  the  operator  at  their  regular  rates  of  pay,  in  addition  to  i 
l)ay  received  for  work  performed  after  such  order  Avas  issued,  for  the 
period  beginning  Avhen  such  order  Avas  issued  and  ending  Avhen  such 
order  is  complied  with,  vacated,  or  terminated. 

Discrimination.  (b)  (1)  No  person  shall  discharge  or  in  any  other  way  discriminate 
against  or  cause  to  be  discharged  or  discriminated  against  any  miner 
or  any  authorized  representative  of  miners  by  reason  of  the  fact  that 
sncli  miner  or  representative  (A)  has  notified  the  Secretary  or  his 
authorized  representative  of  any  alleged  violation  or  danger,  (B)  has 
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filed,  instituted,  or  caused  to  be  filed  or  instituted  any  proceeding 
I  under  this  Act,  or  (C)  has  testified  or  is  about  to  testify  in  any  pro- 
I  ceeding  resulting  from  the  administration  or  enforcement  of  the  i^ro- 
'    visions  of  this  Act. 

(2)  Any  miner  or  a  representative  of  miners  Avho  believes  that  he 
lias  been  discharged  or  otherwise  discriminated  against  by  any  person 

I  in  violation  of  paragraph  (1)  of  this  subsection  may,  within  thirty 
i  days  after  such  violation  occurs,  apply  to  the  Secretary  for  a  review 
I  of  such  alleged  discharge  or  discrimination.  A  copy  of  the  application 
I  shall  be  sent  to  such  person  who  shall  be  the  respondent.  Upon  receipt 
of  such  application,  the  Secretary  shall  cause  such  investigation  to  be 
made  as  he  deems  appropriate.  Such  investigation  shall  provide  an 
opportunity  for  a  public  hearing  at  the  request  of  any  party  to  enable 
the  parties  to  present  information  relating  to  such  violation.  The 
parties  shall  be  given  written  notice  of  the  time  and  place  of  the  hear- 
ing at  least  five  days  prior  to  the  hearing.  Any  such  hearing  shall  be 
of  record  and  shall  be  subject  to  section  554  of  title  5  of  the  United 
States  Code.  Upon  receiving  the  report  of  such  investigation,  the  80  stat.  384. 
Secretary  shall  make  findings  of  fact.  If  he  finds  that  such  violation 
did  occur,  he  shall  issue  a  decision,  incorporating  an  order  therein, 
requiring  the  person  committing  such  violation  to  take  such  affirma- 
tive action  to  abate  the  violation  as  the  Secretary  deems  appropriate, 
including,  but  not  limited  to,  the  rehiring  or  reinstatement  of  the 
miner  or  representative  of  miners  to  his  former  position  Avith  back 
pay.  If  he  finds  that  there  was  no  such  violation,  he  shall  issue  an  order 
denying  the  application.  Such  order  shall  incorporate  the  Secretary's 
findings  therein.  Any  order  issued  by  the  Secretary  under  this  para- 
graph shall  be  subject  to  judicial  review  in  accordance  with  section 
106  of  this  Act.  Violations  by  any  person  of  paragraph  (1)  of  this 
subsection  shall  be  subject  to  the  provisions  of  sections  108  and  109(a) 
of  this  title. 

(3)  Whenever  an  order  is  issued  under  this  subsection,  at  the  request 
of  the  applicant,  a  sum  equal  to  the  aggregate  amount  of  all  costs  and 
expenses  (including  the  attorney's  fees)  as  determined  by  the  Secre- 
tary to  have  been  reasonably  incurred  by  the  applicant  for,  or  in  con- 
nection with,  the  institution  and  prosecution  of  such  proceedings,  shall 
be  assessed  against  the  person  committing  such  A^olation. 

REPORTS 

Sec.  111.  (a)  All  accidents,  including  unintentional  roof  falls 
(except  in  any  abandoned  panels  or  in  areas  Avhich  are  inaccessible 
or  unsafe  for  inspections) ,  shall  be  investigated  by  the  operator  or  his 
agent  to  determine  the  cause  and  the  means  of  preventing  a  recurrence. 
Records  of  such  accidents,  roof  falls,  and  investigations  shall  be  kept 
and  the  information  shall  be  made  available  to  the  Secretary  or  his 
authorized  representative  and  the  appropriate  State  agency.  Such 
records  shall  be  open  for  inspection  by  interested  persons.  Such  rec- 
ords shall  include  man-hours  worked  and  shall  be  reported  for  periods 
determined  by  the  Secretary,  but  at  least  annually. 

(b)  In  addition  to  such  records  as  are  specifically  required  by  this 
Act,  every  operator  of  a  coal  mine  shall  establish  and  maintain  such 
records,  make  such  reports,  and  provide  such  information,  as  the 
Secretary  may  reasonably  require  from  time  to  time  to  enable  him  to 
perform  his  functions  under  this  Act.  The  Secretary  is  authorized  to 
compile,  analyze,  and  publish,  either  in  summary  or  detailed  form, 
such  rex^orts  or  information  so  obtained.  Except  to  the  extent  other- 
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wise  specifically  provided  by  this  Act,  all  records,  information, 
reports,  findings,  notices,  orders,  or  decisions  required  or  issued  pur- 
suant to  or  under  this  Act  may  be  published  from  time  to  time,  may 
be  released  to  any  interested  person,  and  shall  be  made  available  for 
public  inspection. 

TITLE  II— INTERIM  ^^LINDATORY  HEALTH  STANDARDS 

COVERAGE 

Sec.  201.  (a)  The  provisions  of  sections  202  through  206  of  this  title 
Post,  p.  791,  and  the  applicable  provisions  of  section  318  of  title  III  shall  be 
interim  mandatory  health  standards  applicable  to  all  underground 
coal  mines  until  superseded  in  whole  or  in  part  by  improved  manda- 
tory health  standards  promulgated  by  the  Secretary  under  the  pro- 
Ante,  p.  745-.  visions  of  section  101  of  this  Act,  and  shall  be  enforced  in  the  same 
manner  and  to  the  same  extent  as  any  mandatory  health  standard 
promulgated  under  the  provisions  of  section  101  of  this  Act.  Any 
orders  issued  in  the  enforcement  of  the  interim  standards  set  forth 
in  this  title  shall  be  subject  to  review  as  provided  in  title  I  of  this  Act. 

(b)  Among  other  things,  it  is  the  purpose  of  this  title  to  provide,  to 
the  greatest  extent  possible,  that  the  working  conditions  in  each  under- 
ground coal  mine  are  sufficiently  free  of  respirable  dust  concentra- 
tions in  the  mine  atmosphere  to  permit  each  miner  the  opportunity 
to  work  underground  during  the  period  of  his  entire  adult  working 
life  without  incurring  any  disability  from  pneumoconiosis  or  any 
other  occupation-related  disease  during  or  at  the  end  of  such  period. 

DUST  STANDARD  AND  RESPIRATORY  EQUIPMENT 

Sec.  202.  (a)  Each  operator  of  a  coal  mine  shall  take  accurate  sam- 
ples of  the  amount  of  respirable  dust  in  the  mine  atmosphere  to  which 
each  miner  in  the  active  workings  of  such  mine  is  exposed.  Such 
samples  shall  be  taken  by  any  device  approved  by  the  Secretary  and 
the  Secretary  of  Health,  Education,  and  Welfare  and  in  accordance 
with  such  methods,  at  such  locations,  at  such  intervals,  and  in  such 
manner  as  the  Secretaries  shall  prescribe  in  the  Federal  Register  with- 
in sixty  days  from  the  date  of  enactment  of  this  Act  and  from  time  to 
time  thereafter.  Such  samples  shall  be  transmitted  to  the  Secretary  in 
a  manner  established  by  him,  and  analyzed  and  recorded  by  him  in  a 
manner  that  will  assure  application  of  the  provisions  of  section  104 (i) 
of  this  Act  when  the  applicable  limit  on  the  concentration  of  respira- 
ble dust  required  to  be  maintained  under  this  section  is  exceeded.  The 
results  of  such  samples  shall  also  be  made  available  to  the  operator. 
Each  operator  shall  report  and  certify  to  the  Secretary  at  such  inter- 
vals as  the  Secretary  may  require  as  to  the  conditions  in  the  active 
workings  of  the  coal  mine,  including,  but  not  limited  to,  the  average 
number  of  working  hours  worked  during  each  shift,  the  quantity  and 
velocity  of  air  regularly  reaching  the  working  faces,  the  method  of 
mining,  the  amount  and  pressure  of  the  water,  if  any,  reaching  the 
working  faces,  and  the  number,  location,  and  type  of  sprays,  if  any, 
used. 

(b)  Except  {IS  otherwise  provided  in  this  subsection — 

(1)  Effective  on  the  operative  date  of  this  title,  each  operator 
shall  continuously  maintain  the  average  concentration  of  respira- 
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ble  dust  in  tlie  mine  atmosphere  diu'iii<?  each  shift  to  whicli  each 
miner  in  the  active  workings  of  such  mine  is  exposed  at  or  below 
3.0  milligrams  of  respirable  dust  per  cubic  meter  of  air. 

(2)  Effective  three  years  after  the  date  of  enactment  of  this  Act, 
each  operator  shall  continuously  maintain  the  average  concentra- 
tion of  respirable  dust  in  the  mine  atmosphere  during  each  shift 
to  which  each  miner  in  the  active  workings  of  such  mine  is  exposed 
at  or  below  2.0  jnilligrams  of  respirable  dust  per  cubic  meter  of 
air. 

(3)  Any  operator  who  determines  that  he  will  be  unable,  using 
available  technology,  to  comply  with  the  provisions  of  paragraph 
(1)  of  this  subsection,  or  the  provisions  of  paragraph  (2)  of  this 
subsection,  as  appropriate,  may  file  with  the  Panel,  no  later  than 
sixty  days  prior  to  the  effective  date  of  the  applicable  respirable 
dust  standard  established  by  such  paragraphs,  an  application  for 
a  permit  for  noncompliance.  If,  in  the  case  of  an  application  for 
a  perniit  for  noncompliance  Avith  the  3.0  milligram  standard 
established  by  paragraph  (1)  of  this  subsection,  the  application 
satisfies  the  requirements  of  subsection  (c)  of  this  section,  the 
Panel  shall  issue  a  permit  for  noncompliance  to  the  operator.  If, 
in  the  case  of  an  application  for  a  permit  for  noncompliance  with 
the  2.0  milligram  standard  established  by  paragraph  (2)  of  this 
subsection,  the  application  satisfies  the  requirements  of  subsec- 
tion (c)  of  this  section  and  the  Panel  determines  that  the  appli- 
cant will  be  unable  to  comply  with  such  standard,  the  Panel  shall 
issue  to  the  operator  a  permit  for  noncompliance. 

(4)  In  any  case  in  which  an  operator,  who  has  been  issued  a 
permit  (including  a  renewal  permit)  for  noncompliance  under 
this  section,  determines,  not  more  than  ninety  days  prior  to  the 
expiration  date  of  such  permit,  that  he  still  is  unable  to  comply 
with  the  standard  established  by  paragraph  (1)  of  this  subsection 
or  the  standard  established  by  paragraph  (2)  of  this  subsection, 
as  appropriate,  he  may  file  with  the  Panel  an  application  for 
renewal  of  the  ])ermit.  ITpon  receipt  of  such  application,  the 
Panel,  if  it  determines,  after  all  interested  persons  haA^e  been 
notified  and  given  an  opportunity  for  a  public  hearing  under  sec- 
tion 5  of  this  Act,  that  the  application  is  in  compliance  with  the 
provisions  of  subsection  (c)  of  this  section,  and  that  the  applicant 
will  be  unable  to  comply  with  such  standard,  may  renew  the 
permit. 

(5)  Any  such  permit  or  renewal  thereof  so  issued  shall  be  in 
effect  for  a  period  not  to  exceed  one  year  and  shall  entitle  the 
permittee  during  such  period  to  maintain  continuously  the  aver- 
age concentration  of  respirable  dust  in  the  mine  atmosphere  dur- 
ing each  shift  in  the  working  places  of  such  mine  to  which  the 
permit  applies  at  a  level  specified  by  the  Panel,  which  shall  be  at 
the  lowest  level  which  the  application  shows  the  conditions,  tech- 
nology applicable  to  such  mine,  and  other  available  and  effective 
control  techniques  and  methods  will  permit,  but  in  no  event  shall 
such  level  exceed  4.5  milligrams  of  dust  per  cubic  meter  of  air 
during  the  period  when  the  3.0  milligram  standard  is  in  effect, 
or  3.0  milligrams  of  dust  per  cubic  meter  of  air  during  the  period 
when  the  2.0  milligram  standard  is  in  effect. 

(6)  No  permit  or  renewal  thereof  for  noncompliance  shall 
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entitle  any  operator  to  an  extension  of  time  beyond  eighteen 
months  from  the  date  of  enactment  of  this  Act  to  comply  with 
the  3.0  milligram  standard  established  by  paragraph  (1)  of  this 
subsection,  or  beyond  seventy-two  months  from  the  date  of  enact- 
ment of  this  Act  to  comply  with  the  2.0  milligram  standard 
established  by  paragraph  (2)  of  this  subsection. 

(c)  Any  application  for  an  initial  or  renewal  permit  made  pur- 
suant to  this  section  shall  contain — 

(1)  a  representation  by  the  applicant  and  the  engineer  con- 
ducting the  survey  referred  to  in  paragraph  (2)  of  this  subsec- 
tion that  the  applicant  is  unable  to  comply  with  the  standard 
applicable  under  subsection  (b)(1)  or  (b)(2)  of  this  section  at 
specified  working  places  because  the  technology  for  reducing  the 

•  concentration  of  respirable  dust  at  such  j^laces  is  not  available, 
or  because  of  the  lack  of  other  effective  control  techniques  or 
methods,  or  because  of  any  combination  of  such  reasons ; 

(2)  an  identification  of  the  working  places  in  such  mine  for 
which  the  permit  is  requested ;  the  results  of  an  engineering  sur- 
vey by  a  certified  engineer  of  the  respirable  dust  conditions  of 
each  working  place  of  the  mine  with  respect  to  w^hich  such  appli- 
cation is  filed  and  the  ability  to  reduce  such  dust  to  the  level 
required  to  be  maintained  in  such  place  under  this  section;  a 
description  of  the  ventilation  system  of  the  mine  and  its  capacity ; 
the  quantity  and  velocity  of  air  regularly  reaching  the  working 
faces;  the  method  of  mining;  the  amount  and  pressure  of  the 
water,  if  any,  reaching  the  working  faces;  the  number,  location, 
and  type  of  sprays,  if  any ;  action  taken  to  reduce  such  dust ;  and 
such  other  information  as  the  Panel  may  require ;  and 

(3)  statements  by  the  applicant  and  tlie  engineer  conducting 
such  survey,  of  the  means  and  methods  to  be  employed  to  achieve 
compliance  with  the  applicable  standard,  the  progress  made 
toward  achieving  compliance,  and  an  estimate  of  when  compli- 
ance can  be  achieved. 

(d)  Beginning  six  months  after  the  operative  date  of  this  title  and 
from  time  to  time  thereafter,  the  Secretary  of  Health,  Education,  and 
Welfare  shall  establish,  in  accordance  with  the  provisions  of  section 
101  of  this  Act,  a  schedule  reducing  the  average  concentration  of 
respirable  dust  in  the  mine  atmosphere  during  each  shift  to  which 
each  miner  in  the  active  workings  is  exposed  below  the  levels  estab- 
lished in  this  section  to  a  level  of  personal  exposure  which  will  prevent 
new  incidences  of  respiratory  disease  and  the  further  development  of 
such  disease  in  any  person.  Such  schedule  shall  specify  the  minimum 
time  necessary  to  achieve  such  levels  taking  into  consideration  present 
and  future  advancements  in  technology  to  reach  these  levels. 

(e)  References  to  concentrations  of  respirable  dust  in  this  title 
means  the  average  concentration  of  respirable  dust  if  measured  with 
an  MRE  instrument  or  such  equivalent  concentrations  if  measured 
with  another  device  approved  by  the  Secretary  and  the  Secretary  of 
Health,  Education,  and  Welfare.  As  used  in  this  title,  the  term  "MRE 
instrument"  means  the  gravimetric  dust  sampler  with  four  channel 
horizontal  elutriator  developed  by  the  Mining  Research  Establishment 
of  the  National  Coal  Board,  London,  England. 

(f )  For  the  purpose  of  this  title,  the  term  "average  concentration" 
means  a  determination  which  accurately  represents  the  atmospheric 
conditions  with  regard  to  respirable  dust  to  which  each  miner  in  the 
active  workings  of  a  mine  is  exposed  (1)  as  measured,  during  the  18 
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month  period  following  the  date  of  enactment  of  this  Act,  over  a  num- 
ber of  continuous  production  shifts  to  be  determined  by  the  Secretary 
and  the  Secretary  of  Health,  Education,  and  AVelfare,  and  (2)  as  meas- 
ured thereafter,  over  a  sinijle  shift  only,  unless  the  Secretary  and  the 
Secretary  of  Health,  Education,  and  Welfare  find,  in  accordance  with 
the  provisions  of  section  101  of  this  Act,  that  such  single  shift  meas-  Ante,  p.  745. 
urement  will  not,  after  applying  valid  statistical  techniques  to  such 
measurement,  accurately  represent  such  atmospheric  conditions  dur- 
ing such  shift. 

(g)  The  Secretary  shall  cause  to  be  made  such  frequent  spot  inspec-  Spot 
tions  as  he  deems  appropriate  of  the  active  workings  of  coal  mines  for  inspection, 
the  purpose  of  obtaining  compliance  with  the  provisions  of  this  title. 

(h)  Respiratory  equipment  approved  by  the  Secretary  and  the  Sec- 
retary of  Health,  Education,  ancl  Welfare  shall  be  made  available  to 
all  persons  whenever  exposed  to  concentrations  of  respirable  dust  in 
excess  of  the  levels  required  to  be  maintained  under  this  Act.  Use  of 
respirators  shall  not  be  substituted  for  environmental  control  measures 
in  the  active  workings.  Each  operator  shall  maintain  a  supply  of  respi- 
ratory equipment  adequate  to  deal  with  occurrences  of  concentrat  ons 
of  respirable  dust  in  the  mine  atmosphere  in  excess  of  the  levels 
required  to  be  maintained  under  this  Act. 

MEDICAL  EXAMINATIONS 

Sec.  203  (a)  The  operator  of  a  coal  mine  shall  cooperate  with  the 
Secretary  of  Health,  Education,  and  Welfare  in  making  available 
to  each  miner  working  in  a  coal  mine  the  opportunity  to  have  a  chest 
roentgenogram  within  eighteen  months  after  the  date  of  enactment 
of  this  Act,  a  second  chest  roentgenogram  within  three  years  there- 
after, and  subsequent  chest  roentgenograms  at  such  intervals  there- 
after of  not  to  exceed  five  years  as  the  Secretary  of  Health,  Education, 
and  Welfare  prescribes.  Each  worker  who  begins  work  in  a  coal  mine 
for  the  first  time  shall  be  given,  as  soon  as  possible  after  commence- 
ment of  his  employment,  and  again  three  years  later  if  he  is  still 
engaged  in  coal  mining,  a  chest  roentgenogram ;  and  in  the  event  the 
second  such  chest  roentgenogram  shows  evidence  of  the  development 
of  pneumoconiosis  the  worker  shall  be  given,  two  years  later  if  he  is 
still  engaged  in  coal  mining,  an  additional  chest  roentgenogram.  All 
chest  roentgenograms  shall  be  given  in  accordance  with  specifications 
prescribed  by  the  Secretary  of  Health,  Education,  and  Welfare  and 
shall  be  supplemented  by  such  other  tests  as  the  Secretary  of  Health, 
Education,  and  Welfare  deems  necessary.  The  films  shall  be  react 
and  classified  in  a  manner  to  be  prescribed  by  the  Secretary  of  Health, 
Education,  and  Welfare,  and  the  results  of  each  reading  on  each  such 
person  and  of  such  tests  shall  be  submitted  to  the  Secretary  and  to 
the  Secretary  of  Health,  Education,  and  Welfare,  and,  at  the  request 
of  the  miner,  to  his  physician.  The  Secretary  shall  also  submit  such 
results  to  such  miner  and  advise  him  of  his  rights  under  this  Act 
related  thereto.  Such  specifications,  readings,  classifications,  and  tests 
shall,  to  the  greatest  degree  possible,  be  uniform  for  all  coal  mines 
and  miners  in  such  mines. 

(b)  (1)  On  and  after  the  operative  date  of  this  title,  any  miner 
who,  in  the  judgment  of  the  Secretary  of  Health,  Education,  and  Wel- 
fare based  upon  such  reading  or  other  medical  examinations,  shows 
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evidence  of  the  development  of  pneumoconiosis  shall  be  afforded  the  ' 

option  of  transferring  from  his  position  to  another  position  in  any  I 

area  of  the  mine,  for  such  period  or  periods  as  may  be  necessary  to  ' 

prevent  further  development  of  such  disease,  where  the  concentration  i 

of  respirable  dust  in  the  mine  atmosj^here  is  not  more  than  2.0  milli-  | 

grams  of  dust  per  cubic  meter  of  air.  , 

(2)  Effective  three  years  after  the  date  of  enactment  of  this  Act,  I 
any  miner  who,  in  the  judgment  of  the  Secretary  of  Health,  Educa-  I 
tion,  and  Welfare  based  upon  such  reading  or  other  medical  examina-  ! 
tions,  shows  evidence  of  the  development  of  pneumoconiosis  shall  be  i 
afforded  the  option  of  transferring  from  his  position  to  another  posi-  i 
tion  in  any  area  of  the  mine,  for  such  period  or  periods  as  may  be 
necessary  to  prevent  further  development  of  such  disease,  where  the 
concentration  of  respirable  dust  in  the  mine  atmosphere  is  not  more  | 
than  1.0  millograms  of  dust  per  cubic  meter  of  air,  or  if  such  level  is  I 
not  attainable  in  such  mine,  to  a  position  in  such  mine  where  the  con-  I 
centration  of  respirable  dust  is  the  lowest  attainable  below  2.0  milli-  I 
grams  per  cubic  meter  of  air.  I 

(3)  Any  miner  so  transferred  shall  receive  compensation  for  such 
work  at  not  less  than  the  regular  rate  of  pay  received  by  him  immedi-  | 
ately  prior  to  his  transfer.  j 

(c)  No  payment  may  be  required  of  any  miner  in  connection  with 
any  examination  or  test  given  him  pursuant  to  this  title.  Where  such  j 
examinations  or  tests  cannot  be  given,  due  to  the  lack  of  adequate  med-  j 
ical  or  other  necessary  facilities  or  personnel,  in  the  locality  where  the  j 
miner  resides,  arrangements  shall  be  made  to  have  them  conducted,  in 
accordance  with  the  provisions  of  this  title,  in  such  locality  by  the 
Secretary  of  Health,  Education,  and  Welfare,  or  by  an  appropriate  | 
person,  agency,  or  institution,  public  or  private,  under  an  agreement  i 
or  arrangement  between  the  Secretary  of  Health,  Education,  and  | 
Welfare  and  such  person,  agency,  or  institution.  The  operator  of  the  | 
mine  shall  reimburse  the  Secretary  of  Health,  Education,  and  Welfare,  ! 
or  such  person,  agency,  or  institution,  as  the  case  may  be,  for  the  cost  | 
of  conducting  each  examination  or  test  made,  in  accordance  with  this  | 
title,  and  shall  pay  whatever  other  costs  are  necessary  to  enable  the  j 
miner  to  take  such  examinations  or  tests.  ! 
Autopsy.                (d)  If  the  death  of  any  active  miner  occurs  in  any  coal  mine,  or  if 
the  death  of  any  active  or  inactive  miner  occurs  in  any  other  place,  the  | 
Secretary  of  Health,  Education,  and  Welfare  is  authorized  to  provide  i 
for  an  autopsy  to  be  performed  on  such  miner,  with  the  consent  of  his  I 
surviving  widow  or,  if  he  has  no  such  widow,  then  with  the  consent  i 
of  his  surviving  next  of  kin.  The  results  of  such  autopsy  shall  be  sub- 
mitted to  the  Secretary  of  Health,  Education,  and  Welfare  and,  with  | 
the  consent  of  such  survivor,  to  the  miner's  physician  or  other  inter- 
ested person.  Such  autopsy  shall  be  paid  for  by  the  Secretary  of  ! 
Health,  Education,  and  Welfare.  i 

DUST  FROM  DRILLING  ROCK  | 

Sec.  204.  The  dust  resulting  from  drilling  in  rock  shall  be  controlled 

by  the  use  of  permissible  dust  collectors,  or  by  water  or  water  with  a  i 

wetting  agent,  or  by  ventilation,  or  by  any  other  method  or  device  | 
approved  by  the  Secretary  which  is  at  least  as  effective  in  controlling 

such  dust.  Respiratory  equipment  approved  by  the  Secretary  and  the  i 

Secretary  of  Health,  Education,  and  Welfare  shall  be  provided  per-  I 
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sons  exposed  for  short  periods  to  inhalation  hazards  from  gas,  dusts, 
fumes,  or  mist.  When  the  exposure  is  for  prolonged  periods,  other 
measures  to  protect  such  persons  or  to  reduce  the  hazard  shall  be 
taken. 

DUST  STANDARD  WHEN  QUARTZ  IS  PRESENT 

Sec.  205.  In  coal  mining  operations  where  the  concentration  of 
respirable  dust  in  the  mine  atmosphere  of  any  working  place  con- 
tains more  than  5  per  centum  quartz,  the  Secretary  of  Health,  Educa- 
tion, and  Welfare  shall  prescribe  an  appropriate  formula  for 
determining  the  applicable  respirable  dust  standard  under  this  title 
for  such  working  place  and  the  Secretary  shall  apply  such  formula 
in  carrying  out  his  duties  under  this  title. 

noise  standard 

Sec.  206.  On  and  after  the  operative  date  of  this  title,  the  standards 
on  noise  prescribed  under  the  Walsh-Healey  Public  Contracts  Act,  as 
amended,  in  effect  October  1,  1969,  shall  be  applicable  to  each  coal    49  stat.  2036. 
mine  and  each  operator  of  such  mine  shall  comply  with  them.  Within    41  use  35 
six  months  after  the  date  of  enactment  of  this  Act,  the  Secretary  of  i^ote. 
Health,  Education,  and  Welfare  shall  establish,  and  the  Secretary 
shall  publish,  as  provided  in  section  101  of  this  Act,  proposed  manda-    Ante,  p.  745, 
tory  health  standards  establishing  maximum  noise  exposure  levels  for 
all  underground  coal  mines.  Beginning  six  months  after  the  opera- 
tive date  of  this  title,  and  at  intervals  of  at  least  every  six  months 
thereafter,  the  operator  of  each  coal  mine  shall  conduct,  in  a  manner 
prescribed  by  the  Secretary  of  Health,  Education,  and  Welfare,  tests 
by  a  qualified  person  of  the  noise  level  at  the  mine  and  report  and 
certify  the  results  to  the  Secretary  and  the  Secretary  of  Health, 
Education,  and  Welfare.  In  meeting  such  standard  under  this  sec- 
tion, the  operator  shall  not  require  the  use  of  any  protective  device 
or  system,  including  personal  devices,  which  the  Secretary  or  his 
authorized  representative  finds  to  be  hazardous  or  cause  a  hazard 
to  the  miners  in  such  mine. 

TITLE  III— INTERIM  MANDATORY  SAFETY  STANDARDS 
FOR  UNDERGROUND  COAL  MINES 

coverage 

Sec.  301.  (a)  The  provisions  of  sections  802  through  318  of  this 
title  shall  be  interim  mandatory  safety  standards  applicable  to  all 
underground  coal  mines  until  superseded  in  whole  or  in  part  by 
improved  mandatory  safety  standards  promulgated  by  the  Secretary 
under  the  provisions  of  section  101  of  this  Act,  and  shall  be  enforced  in 
the  same  manner  and  to  the  same  extent  as  any  mandatory  safety 
standard  promulgated  under  section  101  of  this  Act.  Any  orders  issued 
I    in  the  enforcement  of  the  interim  standards  set  forth  in  this  title  shall 
i    be  subject  to  review  as  provided  in  title  T  of  this  Act. 
I       (b)  The  purpose  of  this  title  is  to  provide  for  the  immediate  applica- 
j    tion  of  mandatory  safety  standards  developed  on  the  basis  of  experi- 
I    ence  and  advances  in  technology  and  to  prevent  newly  created  hazards 
resulting  from  new  technology  in  coal  mining.  The  Secretary  shall 
I    immediately  initiate  studies,  investigations,  and  research  to  further 
I    upgrade  such  standards  and  to  develop  and  promulgate  new  and 
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iinj^roved  staiidnrclH  promptly  tliat  will  provide  increased  protection 

to  the  miners,  particularly  in  connection  Avith  hazards  from  trolley  | 
wires,  trolley  feeder  wires,  and  signal  wires,  the  splicing  and  use  of  i 
trailing  cables,  and  in  connection  with  improvements  in  vulcanizing  of  | 
electric  conductors,  improvement  in  roof  control  measures,  methane  I 
drainage  in  advance  of  mining,  improved  methods  of  measuring  meth-  | 
ane  and  other  explosive  gases  and  oxygen  concentrations,  and  the  use 
of  improved  underground  equipment  and  other  sources  of  power  for 
such  equipment.  | 

Modifications.        (c)  Upon  petition  by  the  operator  or  the  representative  of  miners,  | 
the  Secretary  may  modify  the  application  of  any  mandatory  safety 
standard  to  a  mine  if  the  Secretary  determines  that  an  alternative 
method  of  achieving  the  result  of  such  standard  exists  which  will  at 
all  times  guarantee  no  less  than  the  same  measure  of  protection 
afforded  the  miners  of  such  mine  by  such  standard,  or  that  the  applica-  ! 
tion  of  such  standard  to  such  mine  will  result  in  a  diminution  of  safety  I 
to  the  miners  in  such  mine.  Upon  receipt  of  such  petition  the  Secretary 
shall  publish  notice  thereof  and  give  notice  to  the  operator  or  the  repre-  ' 
sentative  of  miners  in  the  ati'ected  mine,  as  appropriate,  and  shall  j 
cause  such  investigation  to  be  made  as  he  deems  appropriate.  Such  I 
investigation  shall  provide  an  ojjportunity  for  a  public  hearing,  at  the  : 
request  of  such  operator  or  representative  or  other  interested  party, 
to  enable  the  operator  and  the  representative  of  miners  in  such  mine 
or  other  interested  party  to  present  information  relating  to  the  modifi- 
cation of  such  standard.  The  Secretary  shall  issue  a  decision  incorpo- 
rating his  findings  of  fact  therein,  and  send  a  copy  thereof  to  the 
operator  or  the  representative  of  the  miners,  as  appropriate.  Any  such 
hearing  shall  be  of  record  and  shall  be  subject  to  section  554  of  title 

80  Stat.  384.     5  of  the  I  aiited  States  Code.  I 
(d)  In  any  case  Avhere  the  provisions  of  sections  302  to  318,  inclu- 
sive, of  this  title  provide  that  certain  actions,  conditions,  or  require- 
ments shall  be  carried  out  as  prescribed  by  the  Secretary,  or  the 
Secretary  of  Health,  Education,  and  Welfare,  as  appropriate,  the  j 
provisions  of  section  553  of  title  5  of  the  United  States  Code  shall  i 
apply  unless  either  Secretary  otherwise  provides.  Before  granting  Rny  i 
exception  to  a  mandatory  safety  standard  as  authorized  by  this  title,  j 
the  findings  of  the  Secretary  or  his  authorized  representative  shall  be  | 
made  public  and  shall  be  available  to  the  representative  of  the  miners  [ 
at  the  atfected  coal  mine.  I 

KOOF  SUPPORT  I 

Sec.  302.  (a)  Each  operator  shall  undertake  to  carry  out  on  a 
continuing  basis  a  program  to  improve  the  roof  control  system  of  j 
each  coal  mine  and  the  means  and  measures  to  accomplish  such  sys- 
tem. The  roof  and  ribs  of  all  active  underground  roadways,  travel- 
ways,  and  working  places  shall  be  supported  or  otherwise  controlled  ' 
adecpiately  to  protect  persons  from  falls  of  the  roof  or  ribs.  A  roof 
control  plan  and  revisions  thereof  suitable  to  the  roof  conditions  and  ', 
mining  system  of  each  coal  mine  and  approved  by  the  Secretary  shall  ' 
be  adopted  and  set  out  in  printed  form  within  sixty  days  after  the 
operative  date  of  this  title.  The  plan  shall  show  the  type  of  support  j 
and  spacing  approved  by  the  Secretary.  Such  plan  shall  be  reviewed 
periodically,  at  least  every  six  months  by  the  Secretary,  taking  into  [ 
consideration  any  falls  of  roof  or  ribs  or  inadequacy  of  support  of  I 
I'oof  or  ribs.  No  person  shall  proceed  beyond  the  last  permanent  sup-  f 
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port  unless  adequate  temporary  support  is  provided  or  unless  such 
temporary  sup])ort  is  not  required  under  the  approved  roof  control 
I    plan  and  the  absence  of  such  support  will  not  pose  a  hazard  to  the 
!    miners.  A  copy  of  the  plan  shall  be  furnished  the  Secretary  or  his 
authorized  representative  and  shall  be  available  to  the  miners  and 
I    their  representatives. 

I       (b)  The  rnethod  of  mining  followed  in  any  coal  mine  shall  not 
j    expose  the  miner  to  unusual  dangers  from  roof  falls  caused  by  exces- 
:    sive  widths  of  rooms  and  entries  or  faulty  pillar  recovery  methods, 
I       (c)  The  operator,  in  accordance  with  the  approved  plan,  shall  pro- 
j    vide  at  or  near  each  working  face  and  at  such  other  locations  in  the 
coal  mine  as  the  Secretary  may  prescribe  an  ample  supply  of  suitable 
j    materials  of  proper  size  with  which  to  secure  the  roof  of  all  working 
I    places  in  a  safe  manner.  Safety  posts,  jacks,  or  other  approved  devices 
•  shall  be  used  to  protect  the  workmen  when  roof  material  is  being  taken 
down,  crossbars  are  being  installed,  roof  boltholes  are  being  drilled, 
roof  bolts  are  being  installed,  and  in  such  other  circumstances  as  may 
j    be  appropriate.  Loose  roof  and  overhanging  or  loose  faces  and  ribs 
I    shall  be  taken  down  or  supported.  Except  in  the  case  of  recovery  work, 
I    supports  knocked  out  shall  be  replaced  promptly. 

I  (d)  When  installation  of  roof  bolts  is  permitted,  such  roof  bolts 
shall  be  tested  in  accordance  with  the  approved  roof  control  plan. 

(e)  Roof  bolts  shall  not  be  recovered  where  complete  extractions  of 
pillars  are  attempted,  where  adjacent  to  clay  veins,  or  at  the  locations 
of  other  irregularities,  whether  natural  or  otherwise,  that  induce 
abnormal  hazards.  Where  roof  bolt  recovery  is  permitted,  it  shall  be 
conducted  only  in  accordance  with  methods  prescribed  in  the  approved 

I  roof  control  plan,  and  shall  be  conducted  by  experienced  miners  and 
only  where  adequate  temporary  support  is  provided. 

'  (f)  Where  miners  are  exposed  to  danger  from  falls  of  roof,  face, 
and  ribs  the  operator  shall  examine  and  test  the  roof,  face,  and  ribs 
before  any  work  or  machine  is  started,  and  as  frequently  thereafter  as 
may  be  necessary  to  insure  safety.  When  dangerous  conditions  are 
found,  they  shall  be  corrected  immediately. 

VENTIL.\TION 

Sec.  303.  (a)  All  coal  mines  shall  be  ventilated  by  mechanical  ven- 
tilation equipment  installed  and  operated  in  a  manner  ap]3roved  by  an 
authorized  representative  of  the  Secretary  and  such  equipment  shall 
be  examined  daily  and  a  record  shall  be  kept  of  such  examination. 

(b)  All  active  workings  shall  be  ventilated  by  a  current  of  air  con- 
taining not  less  than  19.5  volume  per  centum  of  oxygen,  not  more  than 
0.5  volume  per  centum  of  carbon  dioxide,  and  no  harmful  quantities  of 
other  noxious  or  poisonous  gases ;  and  the  volume  and  velocity  of  the 
current  of  air  shall  be  sufficient  to  dilute,  render  harmless,  and  to  carry 
away,  flammable,  explosive,  noxious,  and  harmful  gases,  and  dust,  and 
smoke  and  explosive  fumes.  The  mininnmi  quantity  of  air  reaching  the 
I    last  open  crosscut  in  any  pair  or  set  of  developing  entries  and  the  last 
i    open  crosscut  in  any  pair  or  set  of  rooms  sliall  be  nine  thousand  cubic 
!    feet  a  minute,  and  the  minimum  quantity  of  air  reaching  the  intake 
{    end  of  a  pillar  line  shall  be  nine  thousand  cubic  feet  a  mhiute.  The 
minimum  quantity  of  air  in  any  coal  mine  reaching  each  working  face 
I    shall  be  three  thousand  cubic  feet  a  minute.  Within  three  months  after 
j    the  operative  date  of  this  title,  the  Secretary  shall  prescribe  the  mini- 
,    mum  velocity  and  quantity  of  air  reaching  each  working  face  of  each 
coal  mine  in  order  to  render  harmless  and  carry  away  methane  and 
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other  explosive  gases  and  to  reduce  the  level  of  respirable  dust  to  the  i 

lowest  attainable  level.  The  authorized  re^Dresentative  of  the  Secretary  [ 

may  require  in  any  coal  mine  a  greater  quantity  and  velocity  of  air  ■ 

when  he  finds  it  necessary  to  protect  the  health  or  safety  of  miners,  f 

Within  one  year  after  the  operative  date  of  this  title,  the  Secretary  or  [ 

his  authorized  representative  shall  prescribe  the  maximum  respirable  < 

dust  level  in  the  intake  aircourses  in  each  coal  mine  in  order  to  reduce  I 

such  level  to  the  lowest  attainable  level.  In  robbing  areas  of  anthracite  f 

mines,  where  the  air  currents  cannot  be  controlled  and  measurements  ' 
of  the  air  cannot  be  obtained,  the  air  shall  have  perceptible  movement. 

(c)  (1)  Properly  installed  and  adequately  maintamed  line  brattice 

or  other  approved  devices  shall  be  continuousl}^  used  from  the  last  ; 

open  crosscut  of  an  entry  or  room  of  each  working  section  to  provide  ' 
adequate  ventilation  to  the  working  faces  for  the  miners  and  to  remove 

flammable,  explosive,  and  noxious  gases,  dust,  and  explosive  fumes,  f 

unless  the  Secretary  or  his  authorized  representative  permits  an  excep-  | 

tion  to  this  requirement,  where  such  exception  will  not  pose  a  hazard  J 

to  the  miners.  When  damaged  by  falls  or  otherwise,  such  line  brattice  f 

or  other  devices  shall  be  repaired  immediately.  i 

(2)  The  space  between  the  line  brattice  or  other  approved  device  f 
and  the  rib  shall  be  large  enough  to  permit  the  flow  of  a  sufficient  vol-  i 
ume  and  velocity  of  air  to  keep  the  working  face  clear  of  flammable, 
explosive,  and  noxious  gases,  dust,  and  explosive  fumes.  J 

(3)  Brattice  cloth  used  underground  shall  be  of  flame-resistant  f 
material.  ^ 

Pre-shift     ^  (d)(1)  Within  three  hours  immediately  preceding  the  beginning 

examinations.       of  any  shift,  and  before  any  miner  in  such  shift  enters  the  active  work- 
ings of  a  coal  mine,  certified  persons  designated  by  the  operator  of  the  I 
mine  shall  examine  such  workings  and  any  other  underground  area  f 
of  the  mine  designated  by  the  Secretary  or  his  authorized  representa- 
tive. Each  such  examiner  shall  examine  every  working  section  in  such 
workings  and  shall  make  tests  in  each  such  working  section  for  ] 
accumulations  of  methane  with  means  approved  by  the  Secretary  for 
detecting  methane  and  shall  make  tests  for  oxygen  deficiency  with  a 
permissible  flame  safety  lamp  or  other  means  approved  by  the  Secre-  ( 
tary ;  examine  seals  and  doors  to  determine  whether  they  are  function- 
ing properly;  examine  and  test  the  roof,  face,  and  rib  conditions  in 
such  working  section ;  examine  active  roadways,  travelways,  and  belt  ' 
conveyors  on  which  men  are  carried,  approaches  to  abandoned  areas, 
and  accessible  falls  in  such  section  for  hazards;  test  by  means  of  an 
anemometer  or  other  device  approved  b}^  the  Secretary  to  determine  'i 
whether  the  air  in  each  split  is  traveling  in  its  proper  course  and  in  ) 
normal  volume  and  velocity:  and  examine  for  such  other  hazards  and  j* 
violations  of  the  mandatory  health  or  safety  standards,  as  an  author- 
ized  representative  of  the  Secretary  may  from  time  to  time  require.  ! 
Belt  conveyors  on  M'hich  coal  is  carried  shall  be  examined  after  each  ■ 
coal-producing  shift  has  begun.  Such  mine  examiner  shall  place  his 
initials  and  the  date  and  time  at  all  places  he  examines.  If  such  mine 
examiner  finds  a  condition  which  constitutes  a  violation  of  a  manda- 
tory health  or  safety  standard  or  any  condition  which  is  hazardous  to 
parsons  who  may  enter  or  be  in  such  ai-ea,  he  shall  indicate  such 
hazardous  place  by  posting  a  "DANGER"  sign  conspiciously  at  all  ! 
points  which  persons  entering  such  hazardous  place  would  be  required 
to  pass,  and  shall  notify  the  operator  of  the  mine.  No  person,  other  j 
than  an  authorized  representative  of  the  Secretary  or  a  State  mine 
inspector  or  persons  authorized  by  the  operator  to  enter  such  place 
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for  the  purpose  of  eliminating  the  hazardous  condition  therein,  shall 
enter  such  place  while  such  sign  is  so  posted.  Upon  completing  his 
examination,  such  mine  examiner  shall  report  the  results  of  his 
examination  to  a  person,  designated  by  the  operator  to  receive  such 
reports  at  a  designated  station  on  the  surface  of  the  mine,  before  other 
persons  enter  the  underground  areas  of  such  mine  to  work  in  such 
shift.  Each  such  mine  examiner  shall  also  record  the  results  of  his 
examination  with  ink  or  indelible  pencil  in  a  book  approved  by  the 
Secretary  kept  for  such  purpose  in  an  area  on  the  surface  of  the 
mine  chosen  by  the  operator  to  minimize  the  danger  of  destruction  by 
fire  or  other  hazard,  and  the  record  shall  be  open  for  inspection  by 
interested  persons. 

(2)  ^sTo  person  (other  than  certified  persons  designated  under  this 
subsection)  shall  enter  any  underground  area,  except  during  any  shift, 
unless  an  examination  of  such  area  as  prescribed  in  this  subsection 
has  been  made  within  eight  hours  immediately  preceding  his  entrance 
into  such  area. 

(e)  At  least  once  during  each  coal-producing  shift,  or  more  often 
if  necessary  for  safety,  each  working  section  shall  be  examined  for 
hazardous  conditions  by  certified  persons  designated  by  the  operator 
to  do  so.  Any  such  condition  shall  be  corrected  immediately.  If  such 
condition  creates  an  imminent  danger,  the  operator  shall  withdraw 
all  persons  from  the  area  affected  by  such  condition  to  a  safe  area, 
except  those  persons  referred  to  in  section  lOi(d)  of  this  Act,  until  the 
danger  is  abated.  Such  examination  shall  include  tests  for  methane 
with  a  means  approved  by  the  Secretary  for  detecting  methane  and 
for  oxygen  deficiency  with  a  permissible  flame  safety  lamp  or  other 
means  approved  by  the  Secretary. 

(f )  In  addition  to  the  pre-shift  and  daily  examinations  required  by 
this  section,  examinations  for  hazardous  conditions,  including  tests 
for  methane,  and  for  compliance  with  the  mandatory  health  or  safety 
standards,  shall  be  made  at  least  once  each  week  by  a  certified  person 
designated  by  the  operator  in  the  return  of  each  split  of  air  where  it 
enters  the  main  return,  on  pillar  falls,  at  seals,  in  the  main  return,  at 
least  one  entry  of  each  intake  and  return  aircourse  in  its  entirety,  idle 
workings,  and,  insofar  as  safety  considerations  permit,  abandoned 
areas.  Such  weekly  examination  need  not  be  made  during  any  week  in 
which  the  mine  is  idle  for  the  entire  week,  except  that  such  examina- 
tion shall  be  made  before  any  other  miner  returns  to  the  mine.  The 
person  making  such  examinations  and  tests  shall  place  his  initials  and 
the  date  and  time  at  the  places  examined,  and  if  any  hazardous  con- 
dition is  found,  such  condition  shall  be  reported  to  the  operator 
promptly.  Any  hazardous  condition  shall  be  corrected  immediately. 
If  such  condition  creates  an  imminent  danger,  the  operator  shall  with- 
draw all  persons  from  the  area  affected  by  such  condition  to  a  safe 
area,  except  those  persons  referred  to  in  section  104(d)  of  this  Act, 
until  such  danger  is  abated.  A  record  of  these  examinations,  tests,  and 
actions  taken  shall  be  recorded  in  ink  or  indelible  pencil  in  a  book 
approved  by  the  Secretary  kept  for  such  purpose  in  an  area  on  the 
surface  of  the  mine  chosen  by  the  mine  operator  to  minimize  the  dan- 
ger of  destruction  by  fire  or  other  hazard,  and  the  record  shall  be  open 
for  inspection  by  interested  persons. 

(g)  At  least  once  each  week,  a  qualified  person  shall  measure  the 
volume  of  air  entering  the  main  intakes  and  leaving  the  main  returns, 
the  volume  passing  through  the  last  open  crosscut  in  any  pair  or  set  of 
developing  entries  and  the  last  open  crosscut  in  any  pair  or  set  of 
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rooms,  the  volume  and,  when  the  Secretary  so  prescribes,  the  velocity  I, 
reaching  each  working  face,  the  volmiie  being  delivered  to  the  intake  j 
end  of  each  pillar  line,  and  the  volume  at  the  intake  and  return  of  each  [ 

Reconis.  split  of  air.  A  record  of  such  measurements  shall  be  recorded  in  ink  or  j? 

indelible  pencil  in  a  book  approved  by  the  Secretary  kept  for  such 
purpose  in  an  area  on  the  surface  of  the  coal  mine  chosen  by  the  opera-  a 
tor  to  minimize  the  danger  of  destruction  by  fire  or  other  hazard,  and  I 
the  record  shall  be  open  for  inspection  by  interested  persons. 

Methane  (h)  (1)  At  the  start  of  each  shift,  tests  for  methane  shall  be  made  ; 

examinations.       at  each  working  place  immediately  before  electrically  operated  equip- 
ment  is  energized.  Such  tests  shall  be  made  by  qualified  persons,  jii 
If  1.0  volume  per  centum  or  more  of  methane  is  detected,  electrical  ; 
equipment  shall  not  be  energized,  taken  into,  or  operated  in,  such 
working  place  until  the  air  therein  contains  less  than  1.0  volume  per  | 
centum  of  methane.  Examinations  for  methane  shall  be  made  during  f 
the  operation  of  such  equipment  at  intervals  of  not  more  than  twenty  t 
minutes  during  each  shift,  unless  more  frequent  examinations  are  f 
required  by  an  authorized  representative  of  the  Secretary.  In  con-  | 
ducting  such  tests,  such  person  shall  use  means  approved  by  the 
Secretary  for  detecting  methane. 

(2)  If  at  any  time  the  air  at  any  working  place,  when  tested  at  a 
point  not  less  than  twelve  inches  from  the  roof,  face,  or  rib,  contains 
1.0  volume  per  centum  or  more  of  methane,  changes  or  adjustments  , 
shall  be  made  at  once  in  the  ventilation  in  such  mine  so  that  such  air 
shall  contain  less  than  1.0  volume  per  centum  of  methane.  While  such  « 
changes  or  adjustments  are  underway  and  until  they  have  been  i 
achieved,  power  to  electric  face  equipment  located  in  such  place  shall  1 
be  cut  off,  no  other  work  shall  be  permitted  in  such  place,  and  due  i 
precautions  shall  be  carried  out  under  the  direction  of  the  operator  i 
or  his  agent  so  as  not  to  endanger  other  areas  of  the  mine.  If  at  any  j 
time  such  air  contains  1.5  volume  per  centum  or  more  of  methane, 

Ante,  p.  751,      all  persons,  except  those  referred  to  in  section  104(d)  of  this  Act,  shall  1 
be  withdrawn  from  the  area  of  the  mine  endangered  thereby  to  a  safe  |i 
area,  and  all  electric  power  shall  be  cut  off  from  the  endangered  area.  ^ 
of  the  mine,  until  the  air  in  such  working  place  shall  contain  less  than 
1.0  volume  per  centum  of  methane.  - 

(1)  (1)  If,  when  tested,  a  split  of  air  returning  from  any  working 
section  contains  1.0  volume  per  centum  or  more  of  methane,  changes 
or  adjustments  shall  be  made  at  once  in  the  ventilation  in  the  mine  so 
that  such  returning  air  shall  contain  less  than  1.0  volume  per  centum  i 
of  methane.  Tests  under  this  paragraph  and  paragraph  (2)  of  this  f 
subsection  shall  be  made  at  four-hour  intervals  during  each  shift  by  \ 
a  qualified  person  designated  by  the  operator  of  the  mine.  In  making  } 
such  tests,  such  person  shall  use  means  approved  by  the  Secretary 
for  detecting  methane.  \ 

(2)  If,  when  tested,  a  split  of  air  returning  from  any  working  i 
section  contains  1.5  volume  per  centum  or  more  of  methane,  all  persons,  » 
except  those  persons  referred  to  in  section  104(d)  of  this  Act,  shall  1 
be  w^ithdrawn  from  the  area  of  the  mine  endangered  thereby  to  a  safe  I 
area  and  all  electric  power  shall  be  cut  off  from  the  endangered  area  | 
of  the  mine,  until  the  air  in  such  split  shall  contain  less  than  1.0  vol-  i 
ume  per  centum  of  methane. 

(3)  In  virgin  territory,  if  the  quantity  of  air  in  a  split  ventilating  ■ 
the  active  workings  in  such  territory  equals  or  exceeds  twice  the  mini-  \ 
mum  volume  of  air  prescribed  in  subsection  (b)  of  this  section  for  the  1 
last  open  crosscut,  if  the  air  in  the  split  returning  from  such  workings 
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does  not  pass  over  trolley  wires  or  trolley  feeder  wires,  and  if  a  certi- 
fied person  designated  by  the  operator  is  continually  testing  the 
methane  content  of  the  air  in  such  split  during  mining  operations  in 
such  workings,  it  shall  be  necessary  to  withdraw  all  persons,  except 
those  referred  to  in  section  104(d)  of  this  Act,  from  the  area  of  the  Ante,  p.  751, 
mine  endangered  thereby  to  a  safe  area  and  all  electric  power  shall 
be  cut  oiT  from  the  endangered  area  only  when  the  air  returning  from 
such  workings  contains  2.0  volume  per  centum  or  more  of  methane. 

(j)  Air  which  has  passed  by  an  opening  of  any  abandoned  area 
shall  not  be  used  to  ventilate  any  working  place  in  the  coal  mine  if 
such  air  contains  0.25  volume  per  centum  or  more  of  methane.  Exami- 
nations of  such  air  shall  be  made  during  the  pre-shift  examination 
required  by  subsection  (d)  of  this  section.  In  making  such  tests,  a 
certified  person  designated  by  the  operator  shall  use  means  approved 
by  the  Secretary  for  detecting  methane.  For  the  purposes  of  this  sub- 
section, an  area  within  a  panel  shall  not  be  deemed  to  be  abandoned 
until  such  panel  is  abandoned. 

(k)  Air  that  has  passed  through  an  abandoned  area  or  an  area 
which  is  inaccessible  or  unsafe  for  inspection  shall  not  be  used  to  venti- 
late any  working  place  in  any  mine.  No  air  which  has  been  used  to 
ventilate  an  area  from  which  the  pillars  have  been  removed  shall  be 

'  used  to  ventilate  any  Avorking  place  in  a  mine,  except  that  such  air,  if 
it  does  not  contain  0.25  volume  per  centum  or  more  of  methane,  may  be 
used  to  ventilate  enough  advancing  working  places  immediately  adja- 
cent to  the  line  of  retreat  to  maintain  an  orderly  sequence  of  pillar 
lecovery  on  a  set  of  entries. 

(1)  The  Secretary  or  his  authorized  representative  shall  require,  Methane 

I    as  an  additional  device  for  detecting  concentrations  of  methane,  that  monitor, 
a  methane  monitor,  approved  as  reliable  by  the  Secretary  after  the 

:  operative  date  of  this  title,  be  installed,  when  available,  on  any  electric 
face  cutting  equipment,  continuous  miner,  longwall  face  equipment, 
and  loading  machine,  except  that  no  monitor  shall  be  required  to  be 
installed  on  any  such  equipment  prior  to  the  date  on  which  such 
equipment  is  required  to  be  permissible  under  section  305 (a)  of  this 
title.  When  installed  on  any  such  equipment,  such  monitor  shall  be  Post,  p.  775, 
kept  operative  and  properly  maintained  and  frequently  tested  as  pre- 
scribed by  the  Secretary.  The  sensing  device  of  such  monitor  shall  be 
installed  as  close  to  the  Avorking  face  as  practicable.  Such  monitor 
shall  be  set  to  deenergize  automatically  such  equipment  when  such 
monitor  is  not  operating  pi'operly  and  to  give  a  warning  automatically 
when  the  concentration  of  methane  reaches  a  maximum  percentage 
determined  by  an  authorized  representative  of  the  Secretary  which 
shall  not  be  uiore  than  1.0  volume  per  centum  of  methane.  An  author- 
ized representative  of  the  Secretary  shall  require  such  monitor  to 
deenergize  automatically  equipment  on  which  it  is  installed  when  the 
concentration  of  methane  reaches  a  maximum  percentage  determined 
by  such  representative  which  shall  not  be  more  than  2.0  volume  per 

1   centum  of  methane. 

'  (m)  Idle  and  abandoned  areas  shall  be  inspected  for  methane  and 
i  for  oxygen  deficiency  and  other  dangerous  c(mditions  by  a  certified 
1  person  with  means  approved  by  the  Secretary  as  soon  as  possible  but 
i  not  more  than  three  hours  before  other  ])ersons  are  permitted  to  enter 
I  or  Avork  in  such  areas.  Persons,  such  as  pumpmen,  who  are  required 
!  regularly  to  enter  such  areas  in  the  performance  of  their  duties,  and 
I    who  are  trained  and  qualified  in  the  use  of  means  approved  by  the 


il 
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Secretary  for  detecting  methane  and  in  the  use  of  a  permissible  flame  | 
safety  Lamp  or  other  means  approved  by  the  Secretary  for  detecting  j 
oxygen  deficiency  are  authorized  to  make  such  examinations  for  them-  | 
selves,  and  each  such  person  shall  be  properly  equipped  and  shall  ' 
make  such  examinations  upon  entering  any  such  area. 

(n)  Immediately  before  an  intentional  roof  fall  is  made,  pillar  ' 
workings  shall  be  examined  by  a  qualified  person  designated  by  the  I 
operator  to  ascertain  whether  methane  is  present.  Such  person  shall  use 
means  approved  by  the  Secretary  for  detecting  methane.  If  in  such  i 
examination  methane  is  found  in  amounts  of  1.0  volume  per  centum  I 
or  more,  such  roof  fall  shall  not  be  made  until  changes  or  adjustments 
are  made  in  the  ventilation  so  that  the  air  shall  contain  less  than  1.0 
volume  per  centum  of  methane. 

(o)  A  ventilation  system  and  methane  and  dust  control  plan  and 
revisions  thereof  suitable  to  the  conditions  and  the  mining  system  of 
the  coal  mine  and  approved  by  the  Secretary  shall  be  adopted  by  the  j 
operator  and  set  out  in  printed  form  within  ninety  days  after  the 
operative  date  of  this  title.  The  plan  shall  show  the  type  and  location 
of  mechanical  ventilation  equipment  installed  and  operated  in  the  , 
mine,  such  additional  or  improved  equipment  as  the  Secretary  may 
require,  the  quantity  and  velocity  of  air  reaching  each  working  face,  , 
and  such  other  information  as  the  Secretary  may  require.  Such  plan 
shall  be  reviewed  by  the  operator  and  the  Secretary  at  least  every  six 
months.  ' 

(p)  Each  operator  shall  provide  for  the  proper  maintenance  and 
care  of  the  permissible  flame  safety  lamp  or  any  other  approved  device 
for  detecting  methane  and  oxygen  deficiency  by  a  person  trained  in 
such  maintenance,  and,  before  each  shift,  care  shall  be  taken  to  insure 
that  such  lamp  or  other  device  is  in  a  permissible  condition. 

(q)  Where  areas  are  being  pillared  on  the  operative  date  of  this  title 
without  bleeder  entries,  or  without  bleeder  systems  or  an  equivalent 
means,  pillar  recovery  may  be  completed  in  the  area,  to  the  extent 
approved  by  an  authorized  representative  of  the  Secretary,  if  the 
edges  of  pillar  lines  adjacent  to  active  workings  are  A^ntilated  with  ! 
sufficient  air  to  keep  the  air  in  open  areas  along  the  pillar  lines  below 
1.0  volume  per  centum  of  methane. 

(r)  Each  mechanized  mining  section  shall  be  ventilated  with  a  sep- 
arate split  of  intake  air  directed  by  overcasts,  undercasts,  or  the 
equivalent,  except  an  extension  of  time,  not  in  excess  of  nine  months,  I 
may  be  permitted  by  the  Secretary,  under  such  conditions  as  he  may  | 
prescribe,  whenever  he  determines  that  this  subsection  cannot  be  | 
complied  with  on  the  operative  date  of  this  title. 

(s)  In  all  underground  areas  of  a  coal  mine,  immediately  before 
fil  ing  each  shot  or  group  of  multiple  shots  and  after  blasting  is  com-  I 
pleted,  examinations  for  methane  shall  be  made  by  a  qualified  person  I 
with  means  approved  by  the  Secretary  for  detecting  methane.  If  meth-  1 
ane  is  found  in  amounts  of  1.0  volume  per  centum  or  more,  changes  [ 
or  adjustments  shall  be  made  at  once  in  the  ventilation  so  that  the  air  j 
shall  contain  less  than  1.0  volume  per  centum  of  methane.  No  shots  | 
shall  be  fired  until  the  air  contains  less  than  1.0  volume  per  centum 
of  methane. 

(t)  Each  operator  shall  adopt  a  plan  Avithin  sixty  days  after  the 
operative  date  of  this  title  Avhich  shall  provide  that  when  any  mine 
fan  stops,  immediate  action  shall  be  taken  by  the  operator  or  his  agent 
(1)  to  withdraw  all  persons  from  the  working  sections,  (2)  to  cut  off 
the  power  in  the  mine  in  a  timely  manner,  (3)  to  provide  for  restora-  ; 
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tion  of  power  and  resumption  of  work  if  ventilation  is  restored  Avitliin 
a  reasonable  period  as  set  forth  in  the  plan  after  the  working  places 
and  other  active  workings  where  methane  is  likely  to  accumulate  are 
reexamined  by  a  certified  person  to  determine  if  methane  in  amounts 
of  1.0  volume  per  centum  or  more  exists  therein,  and  (4)  to  provide 
for  withdrawal  of  all  persons  from  the  mine  if  ventilation  cannot  be 
restored  w^ithin  such  reasonable  time.  The  plan  and  revisions  thereof 
!   approved  by  the  Secretary  shall  be  set  out  in  printed  form  and  a  copy 
1   shall  be  furnished  to  the  Secretary  or  his  authorized  representative, 
j       (u)  Changes  in  ventilation  which  materially  affect  the  main  air 
I   current  or  any  split  thereof  and  which  may  alfect  the  safety  of  persons 
in  the  coal  mine  shall  be  made  only  when  the  mine  is  idle.  Only  those 
persons  engaged  in  making  such  changes  shall  be  permitted  in  the 
I   mine  during  the  change.  Power  shall  be  removed  from  the  areas 
atfected  by  the  change  before  work  starts  to  make  the  change  and  shall 
not  be  restored  until  the  effect  of  the  change  has  been  ascertained  and 
the  affected  areas  determined  to  be  safe  by  a  certified  person. 
I       (v)  The  mine  foreman  shall  read  and  countersign  promptly  the  Reports, 
j   daily  reports  of  the  pre-shift  examiner  and  assistant  mine  foremen, 
I    find  he  shall  read  and  countersign  promptly  the  weekly  report  covering 
I   the  examinations  for  hazardous  conditions.  Where  such  reports  disclose 
hazardous  conditions,  they  shall  be  corrected  promptly.  If  such  condi- 
tions create  an  imminent  danger,  the  operator  shall  withdraw  all 
persons  from,  or  prevent  any  person  from  entering,  as  the  case  may  be, 
the  area  affected  by  such  conditions,  except  those  persons  referred  to 
in  section  104 (d)  of  this  Act,  until  such  danger  is  abated.  The  mine     Ante,  p.  751, 
'   superintendent  or  assistant  superintendent  of  the  mine  shall  also  read 
I   and  countersign  the  daily  and  weekly  reports  of  such  persons. 

I  (w)  Each  day,  the  mine  foreman  and  each  of  his  assistants  shall  Daily  reports. 
!  enter  plainly  and  sign  witli  ink  or  indelible  pencil  in  a  book  approved 
by  the  Secretary  provided  for  that  purpose  a  report  of  the  condition 
of  the  mine  or  portion  thereof  under  his  supervision,  which  report 
shall  state  clearly  the  location  and  nature  of  any  hazardous  condition 
observed  by  him  or  reported  to  him  during  the  day  and  what  action 
was  taken  to  remedy  such  condition.  Such  book  shall  be  kept  in  an 
area  on  the  surface  of  the  mine  chosen  by  the  operator  to  minimize 
the  danger  of  destruction  by  fire  or  other  hazard,  and  shall  be  open 
for  inspection  by  interested  persons. 

(x)  Before  a  coal  mine  is  reopened  after  having  been  abandoned  or 
declared  inactive  by  the  operator,  the  Secretary  shall  be  notified,  and 
an  inspection  shall  be  made  of  the  entire  mine  by  an  authorized  repre- 
sentative of  the  Secretary  before  mining  operations  commence. 

(y)  (1)  In  any  coal  mine  opened  after  the  operative  date  of  this 
title,  the  entries  used  as  intake  and  return  aircourses  shall  be  separated 
from  belt  haulage  entries,  and  each  operator  of  such  mine  shall  limit 
the  velocity  of  the  air  coursed  through  belt  haulage  entries  to  the 
amount  necessary  to  provide  an  adequate  supply  of  oxygen  in  such 
I    entries,  and  to  insure  that  the  air  therein  shall  contain  less  than  1.0 
!   volume  per  centum  of  methane,  and  such  air  shall  not  be  used  to  venti- 
I   late  active  Avorking  places.  Whenever  an  authorized  representative  of 
j    the  Secretary  finds,  in  the  case  of  any  coal  mine  opened  on  or  prior  to 
i   the  operative  date  of  this  title  which  has  been  developed  Avith  more 
I   than  two  entries,  that  the  conditions  in  the  entries,  other  than  belt 
haulage  entries,  are  such  as  to  permit  adequately  the  coursing  of  intake 
I    or  return  air  through  such  entries,  (1)  the  belt  haulage  entries  shall 
not  be  used  to  ventilate,  unless  such  entries  are  necessary  to  ventilate, 
active  working  places,  and  (2)  when  the  belt  haulage  entries  are  not 
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necessary  to  ventilate  the  active  Avorking  places,  the  operator  of  such  ' 
mine  shall  limit  the  velocity  of  the  air  coursed  through  the  belt  haul-  ■ 
age  entries  to  the  amount  necessary  to  provide  an  adequate  supply  of  ' 
oxygen  in  such  entries,  and  to  insure  that  the  air  therein  shall  contain  i 
less  than  1.0  volume  per  centum  of  methane.  j 

(2)  In  any  coal  mine  opened  on  or  after  the  operative  date  of  this  , 
title,  or,  in  the  case  of  a  coal  mine  opened  prior  to  such  date,  in  any  ' 
new  working  section  of  such  mhie,  where  trolley  haulage  systems  are 
maintained  and  where  trolley  wires  or  trolley  feeder  wires  are 
installed,  an  authorized  representative  of  the  Secretary  shall  require  a 
sufficient  number  of  entries  or  rooms  as  intake  aircourses  in  order  to  i 
limit,  as  j^rescribed  by  the  Secretary,  the  velocity  of  air  currents  on  | 
such  haulageways  for  the  purpose  of  minimizing  the  hazards  associ-  | 
ated  with  fires  and  dust  explosions  in  such  haulageways.  j 

(z)  (1)  While  pillars  are  being  extracted  in  any  area  of  a  coal  mine,  | 
such  area  shall  be  ventilated  in  the  manner  prescribed  by  this  section.  | 

(2)  Within  nine  months  after  the  operative  date  of  this  title,  all  I 
areas  from  which  pillars  have  been  wholly  or  partially  extracted  and  I 
abandoned  areas,  as  determined  by  the  Secretary  or  his  authorized  i 
representative,  shall  be  ventilated  by  bleeder  entries  or  by  bleeder  sys-  | 
terns  or  equivalent  means,  or  be  sealed,  as  determined  by  the  Secretary  ' 
or  his  authorized  representative.  When  ventilation  of  such  areas  is 
required,  such  ventilation  shall  be  maintained  so  as  continuously  to  | 
dilute,  render  harmless,  and  carry  away  methane  and  other  explosive  j 
gases  within  such  areas  and  to  protect  the  active  workings  of  the  mine  i' 
from  the  hazards  of  such  methane  and  other  explosive  gases.  Air 
coursed  through  underground  areas  from  which  pillars  have  been 
wholly  or  partially  extracted  which  enters  another  split  of  air  shall 
not  contain  more  than  2.0  volume  per  centum  of  methane,  when  tested 
at  the  point  it  enters  such  other  split.  When  sealing  is  required,  such 
seals  shall  be  made  in  an  approved  manner  so  as  to  isolate  witli 
explosion-proof  bulkheads  such  areas  from  the  active  workings  of  the 
mine. 

(3)  In  the  case  of  mines  opened  on  or  after  the  operative  date  of 
this  title,  or  in  the  case  of  working  sections  opened  on  or  after  such  i 
date  in  mines  opened  prior  to  such  date,  the  mining  system  shall  b3  j 
desiflfued  in  accordance  with  a  plan  and  revisions  thereof  approved  by  ! 
the  Secretary  and  adopted  by  such  operator  so  that,  as  each  working  j 
section  of  the  mine  is  abandoned,  it  can  be  isolated  from  the  active  | 
workings  of  the  mine  with  explcsion-proof  seals  or  bulkheads.  | 

COMBUSTIBLE  MATERIALS  AND  EOCK  DrSTlXG 

Sec.  304.  (a)  Coal  dust,  including  float  coal  dust  deposited  on  rock-  | 
dusted  surfaces,  loose  coal,  and  other  combustible  materials,  shall  be 
cleaned  up  and  not  be  permitted  to  accumulate  in  active  workings,  or 
on  electric  equipment  therein. 

(b)  Where  underground  mining  operations  in  active  workings  ■ 
create  or  raise  excessive  amounts  of  dust,  water  or  water  with  a  wet- 
ting agent  added  to  it,  or  other  no  less  effective  methods  approved  by 
Ihe  Secretary  or  his  authorized  representative,  shall  be  used  to  abate 
such  (hist.  In  woi'king  places,  iiart icularly  in  distances  less  than  forty 
feet  from  the  face,  water,  Avith  or  without  a  Avetting  acfent,  or  other 
no  less  effective  methods  approved  by  the  Secretary  or  his  authorized 
representative,  shall  be  applied  to  coal  dust  on  the  ribs,  roof,  and  floor 
to  reduce  dispersibility  and  to  minimize  the  explosion  hazard. 
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(c)  All  underground  areas  of  a  coal  mine,  except  those  areas  in 
which  the  dust  is  too  wet  or  too  high  in  incombustible  content  to  propa- 
gate an  explosion,  shall  be  rock  dusted  to  within  forty  feet  of  all 
working  faces,  unless  such  areas  are  inaccessible  or  unsafe  to  enter  or 
unless  the  Secretary  or  his  authorized  representative  permits  an  excep- 
tion upon  his  finding  that  such  exception  will  not  pose  a  hazard  to  the 
miners.  All  crosscuts  that  are  less  than  forty  feet  from  a  working  face 
shall  also  be  rock  dusted. 

(d)  Where  rock  dust  is  required  to  be  applied,  it  shall  be  distributed 
upon  the  top,  floor,  and  sides  of  all  underground  areas  of  a  coal  mine 
and  maintained  in  such  quantities  that  the  incombustible  content  of 
the  combined  coal  dust,  rock  dust,  and  other  dust  shall  be  not  less  than 
65  per  centum,  but  the  incombustible  content  in  the  return  aircourses 
shall  be  no  less  than  80  per  centum.  Where  methane  is  present  in  any 
ventilating  current,  the  per  centum  of  incombustible  content  of  such 
combined  dusts  shall  be  increased  1.0  and  0.4  per  centum  for  each  0.1 
per  centum  of  methane  where  65  and  80  per  centum,  respectively,  of 
incombustibles  are  required. 

(e)  Subsections  (b)  through  (d)  of  this  section  shall  not  apply  to  Nonapplicabil- 
underground  anthracite  mines.  i^^y* 


ELECTRICAL  EQUIPMENT  GENERAL 

Sec.  305.  (a)  (1)  Effective  one  year  after  the  operative  date  of  this 
title— 

(A)  all  junction  or  distribution  boxes  used  for  making  mul- 
tiple power  connections  inby  the  last  open  crosscut  shall  be 
permissible ; 

(B)  all  handheld  electric  drills,  blower  and  exhaust  fans,  elec- 
tric pumps,  and  such  other  low  horsepower  electric  face  equip- 
ment as  the  Secretary  may  designate  within  two  months  after  the 
operative  date  of  this  title  which  are  taken  into  or  used  inby  the 
last  open  crosscut  of  any  coal  mint  shall  be  permissible ; 

(C)  all  electric  face  equipment  which  is  taken  into  or  used 
inby  the  last  open  crosscut  of  any  coal  mine  classified  under  any 
provision  of  law  as  gassy  prior  to  the  operative  date  of  this  title 
shall  be  permissible ;  and 

(D)  all  other  electric  face  equipment  which  is  taken  into  or 
used  inby  the  last  crosscut  of  any  coal  mine,  except  a  coal  mine 
referred  to  in  paragraph  (2)  of  this  subsection,  which  has  not 
been  classified  under  any  provision  of  law  as  a  gassy  mine  prior 
to  the  operative  date  of  this  title  shall  be  permissible. 

(2)  Effective  four  years  after  the  operative  date  of  this  title,  all     Pemit  for 
electric  face  equipment,  other  than  ecjuipment  referred  to  in  para-  noncompliance, 
graph  (1)  (B)  of  this  subsection,  which  is  taken  into  or  used  inby 
the  last  open  crosscut  of  any  coal  mine  which  is  operated  entirely  in 
coal  seams  located  above  the  watertable  and  which  has  not  been  classi- 
fied under  any  provision  of  law  as  a  gassy  mine  prior  to  the  operative 
date  of  this  title  and  in  which  one  or  more  openmgs  were  made  prior 
to  the  date  of  enactment  of  this  Act,  shall  be  permissible,  except  that 
any  operator  of  such  mine  who  is  unable  to  comply  with  the  provisions 
of  this  paragraph  on  such  effective  date  ma^^  file  with  the  Panel  an 
application  for  a  permit  for  noncompliance  ninety  days  prior  to  such 
date.  If  the  Panel  determines,  after  notice  to  all  interested  persons 
and  an  opportunity  for  a  public  hearing  under  section  5  of  this  Act,     Ante,  p.  744, 
that  such  application  satisfies  the  provisions  of  paragraph  (10)  of  this 
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subsection  and  that  such  operator,  despite  his  diligent  efforts,  will  be 
unable  to  comply  with  such  provisions,  the  Panel  may  issue  to  such 
operator  such  a  permit.  Such  permit  shall  entitle  the  permittee  to  an 
additional  extension  of  time  to  comply  with  the  provisions  of  this 
paragraph  of  not  to  exceed  twenty-four  months,  as  determined  by  the 
Panel,  from  such  effective  date. 

(S)  The  operator  of  each  coal  mine  shall  maintain  in  permissible 
condition  all  electric  face  ecjuipment  required  by  this  subsection  to  be 
permissible  which  is  taken  into  or  used  inby  the  last  open  crosscut  of 
any  such  mine. 

(4)  Each  operator  of  a  coal  mine  shall,  within  two  months  after 
the  operative  date  of  this  title,  file  with  the  Secretarv  a  statement 
listing  all  electric  face  equipment  by  type  and  manufacturer  being 
used  by  such  operator  in  connection  with  mining  operations  in  such 
mine  as  of  the  date  of  such  filing,  and  stating  w^hether  such  equij)- 
ment  is  permissible  and  maintained  in  permissible  condition  or  is 
nonpermissible  on  such  date  of  filing,  and,  if  nonpermissible,  whether 
such  nonpermissible  equipment  has  ever  been  rated  as  permissible, 
and  such  other  information  as  the  Secretary  may  require. 

(5)  The  Secretary  shall  promptly  conduct  a  survey  as  to  the  total 
availability  of  new  or  rebuilt  permissible  electric  face  equipment  and 
replacement  parts  for  such  equipment  and,  within  six  months  after 
the  operative  date  of  this  title,  publish  the  results  of  such  survey. 

(6)  Any  operator  of  a  coal  mine  wiio  is  unable  to  comply  with  the 
provisions  of  paragraph  (1)(D)  of  this  subsection  within  one  year 
after  the  operative  date  of  this  title  may  file  with  the  Panel  an  appli- 
cation for  a  permit  for  noncompliance.  If  the  Panel  determines  that 
such  application  satisfies  the  provisions  of  paragraph  (10)  of  this 
subsection,  the  Panel  shall  issue  to  such  operator  a  permit  for  non- 
compliance. Such  permit  shall  entitle  the  permittee  to  an  extension 
of  time  to  comply  with  such  provisions  of  paragraph  (1)  (D)  of  not 
to  exceed  twelve  months,  as  determined  by  the  Panel,  from  the  date 
that  compliance  with  the  provisions  of  paragraph  (1)  (D)  of  this 
subsection  is  required. 

(7)  Any  operator  of  a  coal  mine  issued  a  permit  under  paragraph 
(6)  of  this  subsection  who,  ninety  days  prior  to  the  termination  of 
such  permit,  or  renewal  thereof,  determines  that  he  will  be  unable  to 
comply  with  the  provisions  of  paragraph  (1)  (D)  of  this  subsection 
upon  the  expiration  of  such  permit  may  file  with  the  Panel  an  applica- 
tion for  renewal  thereof.  Upon  receipt  of  such  application,  the  Panel, 
if  it  determines,  after  notice  to  all  interested  persons  and  an  oppor- 
tunity for  a  public  hearing  under  section  5  of  this  Act,  that  such  appli- 
cation satisfies  the  provisions  of  paragraph  (10)  of  this  subsection 
and  that  such  operator,  despite  his  diligent  efforts,  will  be  unable  to 
comply  with  the  provisions  of  paragraph  (1)(D),  may  renew  the 
permit  for  a  period  not  exceeding  twelve  months. 

(8)  Any  permit  or  renewal  thereof  issued  pursuant  to  this  subsec- 
tion shall  entitle  the  permittee  to  use  such  nonpermissible  electric  face 
equipment  specified  in  the  permit  during  the  term  of  such  permit. 

(9)  Permits  for  noncompliance  issued  under  paragraphs  (6)  or  (7) 
of  this  subsection  shall,  in  the  aggregate,  not  extend  the  period  of 
noncompliance  more  than  forty-eight  months  after  the  date  of  enact- 
ment of  this  Act. 

(10)  Any  application  for  a  permit  of  noncompliance  filed  under 
this  subsection  shall  contain  a  statement  by  the  operator — 
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(A)  that  he  is  unable  to  comply  with  paragraph  (1)(D)  or 
i  paragraph  (2)  of  this  subsection,  as  appropriate,  within  the  time 

I  prescribed ; 

1  (B)  listing  the  nonpermissible  electric  face  equipment  being 

i  used  by  such  operator  in  connection  with  mining  operations  in 

!  such  mine  on  the  operative  date  of  this  title  and  the  date  of  the 

I  application  by  type  and  manufacturer  for  which  a  noncompliance 

j  permit  is  requested  and  whether  such  equipment  had  ever  been 

i  rated  as  permissible ; 

I  (C)  setting  forth  the  actions  taken  from  and  after  the  opera- 

j  tive  date  of  this  title  to  comply  with  paragraph  (1)  (D)  or  para- 

I  graph  (2)  of  this  subsection,  as  appropriate,  together  with  a  plan 

setting  forth  a-  schedule  of  compliance  with  said  paragraphs  for 
each  such  equipment  referred  to  in  such  paragraphs  and  being 
used  by  the  operator  in  connection  with  mining  operations  in  such 
mine  with  respect  to  which  such  permit  is  requested  and  the 
means  and  measures  to  be  employed  to  achieve  compliance;  and 
[  ( D)  including  such  other  information  as  the  Panel  may  require. 

I  (11)  No  permit  for  noncompliance  shall  be  issued  under  this  sub- 
section for  any  nonpermissible  electric  face  equipment,  unless  such 
equipment  was  being  used  by  an  operator  in  connection  with  the 
mining  operations  in  a  coal  mine  on  the  operative  date  of  this  title. 

(12)  Effective  one  year  after  the  operative  date  of  this  title,  all 
replacement  equipment  acquired  for  use  iii  any  mine  referred  to  in 
this  subsection  shall  be  permissible  and  shall  be  maintained  in  a 
permissible  condition,  and  in  the  event  of  any  major  overhaul  of  any 
item  of  equipment  in  use  one  year  from  the  operative  date  of  this  title 
such  equipment  shall  be  put  in,  and  thereafter  maintained  in,  a  per- 
missible condition,  unless,  in  the  opinion  of  the  Secretary,  such  equip- 
ment or  necessary  replacement  parts  are  not  available. 

(b)  A  copy  of  any  permit  granted  under  this  section  shall  be  mailed 
immediately  to  a  representative  of  the  miners  of  the  mine  to  which  it 
pertains,  and  to  the  public  official  or  agency  of  the  State  charged  with 
administering  State  laws  relating  to  coal  mine  health  and  safety  in 
such  mine. 

(c)  Any  coal  mine  which,  prior  to  the  operative  date  of  this  title, 
was  classed  gassy  under  any  provision  of  law  and  was  required  to  use 
permissible  electric  face  equipment  and  to  maintain  such  equipment 
in  a  permissible  condition  shall  continue  to  use  such  equipment  and 
to  maintain  such  equipment  in  such  condition. 

(d)  All  power-connection  points,  except  where  permissible  power 
connection  units  are  used,  outby  the  last  open  crosscut  shall  be  in 
intake  air. 

(e)  The  location  and  the  electrical  rating  of  all  stationary  electric    Mine  map. 
apparatus  in  connection  with  the  mine  electric  system,  including 
permanent  cables,  switchgear,  rectifying  substations,  transformers, 
permanent  pumps  and  trolley  wires  and  trolley  feeder  wires,  and  set- 
tings of  all  direct -current  circuit  breakers  protecting  underground 

trolley  circuits,  shall  be  shown  on  a  mine  map.  Any  changes  made  in 
a  location,  electric  rating,  or  setting  shall  be  promptly  shown  on  the 
map  when  the  change  is  made.  Such  map  shall  be  available  to  an 
authorized  representative  of  the  Secretary  and  to  the  miners  in  such 
mine. 

(f )  All  power  circuits  and  electric  equipment  shall  be  deenergized 
before  work  is  done  on  such  circuits  and  equipment,  except  when 
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necessary  for  trouble  shooting  or  testing.  In  addition,  energized  trol- 
ley wires  may  be  repaired  only  by  a  person  trained  to  perform  electri- 
cal work  and  to  maintain  electrical  equipment  and  the  operator  of  such 
mine  shall  require  that  such  person  wear  approved  and  tested  insulated 
shoes  and  wireman's  gloA  es.  No  electrical  work  shall  be  performed  on 
low-,  medium-,  or  high-voltage  distribution  circuits  or  equipment, 
except  by  a  qualified  person  or  by  a  person  trained  to  perform  electri- 
cal work  ancl  to  maintain  electrical  equipment  under  the  direct  super- 
vision of  a  qualified  person.  Disconnecting  devices  shall  be  locked  out 
and  suitably  tagged  by  the  pei*sons  who  performed  such  work,  except 
that,  in  cases  where  locking  out  is  not  possible,  such  devices  shall  be 
opened  and  suitably  tagged  by  such  persons.  Locks  or  tags  shall  be 
removed  only  by  the  persons  who  installed  them  or,  if  such  persons 
are  unavailable,  by  persons  authorized  by  the  operator  or  his  agent. 

Examinations,  (g)  All  electric  ecpiipment  shall  be  frequently  examined,  tested,  and 

properly  maintained  by  a  qualified  person  to  assure  safe  operating 
conditions.  When  a  potentially  dangerous  condition  is  found  on  electric 
equipment,  such  equipment  shall  be  removed  from  service  until  such 

Records.  condition  is  corrected.  A  record  of  such  examinations  shall  be  kept  and 

made  available  to  an  authorized  representative  of  the  Secretary  aud  to 
the  miners  in  such  mine. 

(h)  All  electric  conductors  shall  be  sufficient  in  size  and  have  ade- 
quate current-carrying  capacity  and  be  of  such  construction  that  a  rise 
in  temperature  resulting  from  normal  operation  will  not  damage  the 
insulating  materials. 

(i)  All  electrical  connections  or  splices  in  conductors  shall  be 
mechanically  and  electrically  efficient,  and  suitable  connectors  shall  be 
used.  All  electrical  connections  or  splices  in  insulated  Avire  shall  be 
reinsulated  at  least  to  the  same  degree  of  protection  as  the  remainder 
of  the  wire. 

ij )  Cables  shall  enter  metal  frames  of  motors,  splice  boxes,  and  elec- 
tric compartments  only  through  proper  fittings.  When  insulated  wires 
other  than  cables  pass  through  metal  frames  the  holes  shall  be  substan- 
tially bushed  with  insulated  bushings. 

(k)  All  power  wires  (except  trading  cables  on  mobile  equij^ment, 
specially  designed  cables  conducting  high-voltage  power  to  under- 
ground rectifying  equipment  or  transformers,  or  bare  or  insulated 
ground  and  return  wires)  shall  be  supported  on  well-insulated  insu- 
lators and  shall  not  contact  combustible  material,  roof,  or  ribs. 

(1)  Power  wires  and  cables,  except  trolley  wires,  trolley  feeder 
wires,  and  bare  signal  wires,  shall  be  insulated  adequately  and  fully 
protected. 

(m)  Automatic  circuit-breaking  devices  or  fuses  of  the  correct  type 
and  capacity  shall  be  installed  so  as  to  protect  all  electric  equipment 
and  circuits  against  short  circuit  and  overloads.  Three-phase  motors 
on  all  electric  equipment  shall  be  provided  with  overload  protection 
that  will  deeuergize  all  three  phases  in  the  event  that  any  phase  is 
overloaded. 

(n)  In  all  main  power  circuits,  disconnecting  switches  shall  be 
installed  underground  within  five  hundred  feet  of  the  bottoms  of 
shafts  and  boreholes  through  which  main  power  circuits  enter  the 
underground  area  of  the  mine  and  within  five  hundred  feet  of  all 
other  places  where  main  power  circuits  enter  the  underground  area  of 
the  mine. 
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I  (o)  All  electric  equipment  shall  be  provided  with  switches  or  other 
controls  that  are  safely  designed,  constructed,  and  installed. 

(p)  Each  ungrounded,  exposed  power  conductor  that  leads  under- 
ground shall  be  equipped  with  suitable  lightning  arresters  of  approved 
I  type  within  one  hundred  feet  of  the  point  where  the  circuit  enters  the 
I  mine.  Lightning  arresters  shall  be  connected  to  a  low  resistance  ground- 
'  ing  medium  on  the  surface  which  shall  be  separated  from  neutral 
i  grounds  by  a  distance  of  not  less  than  twenty-five  feet. 
I  (q)  No  device  for  the  purpose  of  lighting  any  coal  mine  w'hich  has 
1  not  been  approved  by  the  Secretary  or  his  authorized  representative 
I     shall  be  permitted  in  such  mine. 

'  (r)  An  authorized  representative  of  the  Secretary  may  require  in 
any  mine  that  electric  face  equipment  be  provided  with  devices  that 
will  permit  the  equipment  to  be  deenergized  quickly  in  the  event  of 
an  emergency. 

TRAILING  CABLES 

I  Sec.  306.  (a)  Trailing  cables  used  in  coal  mines  shall  meet  the 
requirements  established  by  the  Secretary  for  flame-resistant  cables. 

(b)  Short-circuit  protection  for  trailing  cables  shall  be  provided  by 
I     an  automatic  circuit  breaker  or  other  no  less  effective  device  approved 

by  the  Secretary  of  adequate  current-interrupting  capacity  in  each 
ungrounded  conductor.  Disconnecting  devices  used  to  disconnect 
power  from  trailing  cables  shall  be  plainly  marked  and  identified  and 
such  devices  shall  be  equipped  or  designed  in  such  a  manner  that  it 
can  be  determined  by  visual  observation  that  the  poAver  is  disconnected. 

(c)  When  two  or  more  trailing  cables  junction  to  the  same  distribu- 
'      tion  center,  means  shall  be  provided  to  assure  against  connecting  a 

trailing  cable  to  the  wrong  size  circuit  breaker. 

(d)  One  temporary  splice  may  be  made  in  any  trailing  cable.  Such 
trailing  cable  may  only  be  used  for  the  next  twenty-four  hour  period. 
No  temporary  splice  shall  be  made  in  a  trailing  cable  within  twenty- 
five  feet  of  the  machine,  except  cable  reel  equipment.  Temporary 
splices  in  trailing  cables  shall  be  made  in  a  workmanlike  manner  and 
shall  be  mechanically  strong  and  well  insulated.  Trailing  cables  or 
hand  cables  which  have  exposed  wires  or  which  have  splices  that  heat 

or  spark  under  load  shall  not  be  used.  As  used  in  this  subsection,  the  "Splice." 
term  "splice"  means  the  mechanical  joining  of  one  or  more  conductors 
that  have  been  severed. 

(e)  When  permanent  splices  in  trailing  cables  are  made,  they  shall 
be — 

(1)  mechanically  strong  wdth  adequate  electrical  conductivity 
and  flexibility ; 

(2)  effectively  insulated  and  sealed  so  as  to  exclude  moisture; 
and 

(3)  vulcanized  or  otherwise  treated  with  suitable  materials  to 
provide  flame-resistant  qualities  and  good  bonding  to  the  outer 

I  jacket. 

'  (f)  Trailing  cables  shall  be  clamped  to  machines  in  a  manner  to 
I  protect  the  cables  from  damage  and  to  prevent  strain  on  the  electrical 
j  connections.  Trailing  cables  shall  be  adequately  protected  to  prevent 
i      damage  by  mobile  equipment. 

I         (g)  Trailing  cable  and  power  cable  connections  to  junction  boxes 
I      shall  not  be  made  or  broken  under  load. 
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GROUNDING 

Sec.  307.  (a)  All  metallic  sheaths,  armors,  and  conduits  enclosing 
power  conductors  shall  be  electrically  continuous  throughout  and  shall 
be  grounded  by  methods  approved  by  an  authorized  representative  of 
the  Secretary.  Metallic  frames,  casings,  and  other  enclosures  of  electric 
equipment  that  can  become  "alive"  through  failure  of  insulation  or  by 
contact  with  energized  parts  shall  be  grounded  by  methods  approved 
by  an  authorized  representative  of  the  Secretary.  Methods  other  than 
grounding  which  provide  no  less  effective  protection  may  be  permitted 
by  the  Secretary  or  his  authorized  representative. 

(b)  The  frames  of  all  off  track  direct  current  machines  and  the 
enclosures  of  related  detached  components  shall  be  effectively 
grounded,  or  otherwise  maintained  at  no  less  safe  voltages,  by  methods 
approved  by  an  authorized  representative  of  the  Secretary. 

(c)  The  frames  of  all  stationary  high-voltage  equipment  receiving 
power  from  ungrounded  delta  systems  shall  be  grounded  by  methods 
approved  by  an  authorized  representative  of  the  Secretary. 

(d)  High- voltage  lines,  both  on  the  surface  and  underground,  shall 
be  deenergized  and  grounded  before  work  is  performed  on  them,  except 
that  repairs  may  be  permitted,  in  the  case  of  energized  surface  high- 
voltage  lines,  if  such  repairs  are  made  by  a  qualified  person  in  accord- 
ance with  procedures  and  safeguards,  including,  but  not  limited  to,  a 
requirement  that  the  operator  of  such  mine  provide,  test,  and  maintain 
protective  devices  in  making  such  repairs,  to  be  prescribed  by  the 
Secretary  prior  to  the  operative  date  of  this  title. 

(e)  When  not  in  use,  power  circuits  underground  shall  be  deener- 
gized  on  idle  days  and  idle  shifts,  except  that  rectifiers  and  trans- 
formers may  remain  energized. 

UNDERGROUND  HIGH-VOLTAGE  DISTRIBUTION 

Sec.  308.  (a)  High-voltage  circuits  entering  the  underground  area 
of  any  coal  mine  shall  be  protected  by  suitable  circuit  breakers  of  ade- 
quate interrupting  capacity  which  are  properly  tested  and  maintained 
as  prescribed  by  the  Secretary.  Such  breakers  shall  be  equipped  with 
devices  to  provide  protection  against  under-voltage,  grounded  phase, 
short  circuit,  and  overcurrent. 

(b)  High- voltage  circuits  extending  underground  and  supplying 
portable,  mobile,  or  stationary  high-voltage  equipment  shall  contain 
either  a  direct  or  derived  neutral  which  shall  be  grounded  through  a 
suitable  resistor  at  the  source  transformers,  and  a  grounding  circuit, 
originating  at  the  grounded  side  of  the  grounding  resistor,  shall 
extend  along  with  the  power  conductors  and  serve  as  a  grounding  con- 
ductor for  the  frames  of  all  high-voltage  equipment  supplied  power 
from  that  circuit,  except  that  the  Secretary  or  his  authorized  repre- 
sentative may  permit  ungrounded  high-voltage  circuits  to  be  extended 
underground  to  feed  stationary  electrical  equipment  if  such  circuits 
are  either  steel  armored  or  installed  in  grounded,  rigid  steel  conduit 
throughout  their  entire  length,  and  upon  his  finding  that  such  excep- 
tion does  not  pose  a  hazard  to  the  miners.  Within  one  hundred  feet  of 
the  point  on  the  surface  where  high-voltage  circuits  enter  the  under- 
ground portion  of  the  mine,  disconnecting  devices  shall  be  installed 
and  so  equipped  or  designed  in  such  a  manner  that  it  can  be  deter- 
mined by  visual  observation  that  the  power  is  disconnected,  except  that 
the  Secretary  or  his  authorized  representative  may  permit  such  devices 
to  be  installed  at  a  greater  distance  from  such  area  of  the  mine  if  he 
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determines,  based  on  existing  physical  conditions,  that  such  instaUa- 
tion  will  be  more  accessible  at  a  greater  distance  and  will  not  pose  any 
liazard  to  the  miners. 

(c)  The  grounding  resistor,  where  required,  shall  be  of  the  proper 
ohmic  value  to  limit  the  voltage  drop  in  the  grounding  circuit  external 
to  the  resistor  to  not  more  than  100  volts  under  fault  conditions.  The 
grounding  resistor  shall  be  rated  for  maximum  fault  current  continu- 
ously and  insulated  from  ground  for  a  voltage  equal  to  the  phase-to- 
phase  voltage  of  the  svstem. 

(d)  Six  months  after  the  operative  date  of  this  title,  high-voltage, 
resistance  grounded  systems  shall  include  a  fail  safe  ground  check  cir- 
cuit to  monitor  continuously  the  grounding  circuit  to  assure  continuity 
and  the  fail  safe  ground  check  circuit  shall  cause  the  circuit  breaker 
to  open  when  either  the  ground  or  pilot  check  wire  is  broken,  or  other 
no  less  effective  device  approved  by  the  Secretary  or  his  authorized 
representative  to  assure  such  continuity,  except  that  an  extension  of 
time,  not  in  excess  of  twelve  months,  may  be  permitted  by  the  Secre- 
tary on  a  mine-by-mine  basis  if  he  determines  that  such  equipment  is 
not  available. 

(e)  (1)  Underground  high-voltage  cables  used  in  resistance  grounded 
systems  shall  be  equipped  with  metallic  shields  around  each  power 
conductor,  with  one  or  more  ground  conductors  having  a  total  cross- 
sectional  area  of  not  less  than  one-half  the  power  conductor,  and  with 
an  insulated  internal  or  external  conductor  not  smaller  than  No.  8 
(AWG)  for  the  ground  continuity  check  circuit. 

(2)  All  such  cables  shall  be  adequate  for  the  intended  current  and 
voltage.  Splices  made  in  such  cables  shall  provide  continuity  of  all 
components. 

(f)  Couplers  that  are  used  with  medium-voltage  or  high-voltage 
power  circuits  shall  be  of  the  three-phase  type  with  a  full  metallic 
shell,  except  that  the  Secretary  may  permit,  under  such  guidelines  as 
he  may  prescribe,  no  less  effective  couplers  constructed  of  materials 
other  than  metal.  Couplers  shall  be  adequate  for  the  voltage  and  cur- 
rent expected.  All  exposed  metal  on  the  metallic  couplers  shall  be 
grounded  to  the  ground  conductor  in  the  cable.  The  coupler  shall  be 
constructed  so  that  the  ground  check  continuity  conductor  shall  be 
broken  first  and  the  groimd  conductors  shall  be  broken  last  Avhen  the 
coupler  is  being  uncoupled. 

(g)  Single-phase  loads,  such  as  transformer  primaries,  shall  be 
connected  phase  to  phase. 

(h)  All  underground  high-voltage  transmission  cables  shall  be 
installed  only  in  regularly  inspected  aircourses  and  haulageways,  and 
shall  be  covered,  buried,  or  placed  so  as  to  afford  protection  against 
damage,  guarded  where  men  regularly  work  or  pass  under  them 
unless  they  are  six  and  one-half  feet  or  more  above  the  floor  or  rail, 
securely  anchored,  properly  insulated,  and  guarded  at  ends,  and  cov- 
ered, insulated,  or  placed  to  prevent  contact  with  trolley  wires  and 
other  low-voltage  circuits. 

(i)  Disconnecting  devices  shall  be  installed  at  the  beginning  of 
branch  lines  in  high-voltage  circuits  and  equipped  or  designed  in  such 
a  manner  that  it  can  be  determined  by  visual  observation  that  the  cir- 
cuit is  deenergized  when  the  switches  are  open. 

(j)  Circuit  breakers  and  disconnecting  switches  underground  shall 
be  marked  for  identification. 

(k)  In  the  case  of  high-voltage  cables  used  as  trailing  cables,  tem- 
porary splices  shall  not  be  used  and  all  permanent  splices  shall  be 
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made  in  accordance  with  section  306(e)  of  this  title.  Terminations  and 
splices  in  all  other  high-voltage  cables  shall  be  made  in  accordance 
Avith  the  manufacturer's  specifications. 

(1)  Frames,  supporting  structures,  and  enclosures  of  stationary, 
portable,  or  mobile  underground  high- voltage  equipment  and  all  high- 
voltage  equipment  supplying  power  to  such  equipment  receiving 
power  from  resistance  grounded  systems  shall  be  effectively  grounded 
to  the  high-voltage  ground. 

(m)  Power  centers  and  portable  transformers  shall  be  deenergized 
before  they  are  moved  from  one  location  to  anotlier,  except  that,  when 
equipment  powered  by  sources  other  than  such  centers  or  transformers 
is  not  available,  the  Secretary  may  permit  such  centers  and  trans- 
formers to  be  moved  while  energized,  if  he  determines  that  another 
equivalent  or  greater  hazard  may  otherwise  be  created,  and  if  they  are 
moved  under  the  supervision  of  a  qualified  person,  and  if  such  centers 
and  transformers  are  examined  prior  to  such  movement  by  such  per- 
son and  found  to  be  grounded  by  methods  approved  by  an  authorized 
representative  of  the  Secretary  and  otherwise  protected  from  hazards 
Records.  to  the  miner.  A  record  shall  be  kept  of  such  examinations.  High- volt- 

age cables,  other  than  trailing  cables,  shall  not  be  moved  or  handled 
at  any  time  while  energized,  except  that,  when  such  centers  and  trans- 
formers are  moved  while  energized  as  permitted  under  this  subsection, 
energized  high-voltage  cables  attached  to  such  centers  and  trans- 
formers may  be  moved  only  by  a  qualified  person  and  the  operator  of 
such  mine  shall  require  that  such  person  wear  approved  and  tested 
insulated  wireman's  gloves. 

UNDERGROUND  LOW-  AND  MEDIUM-VOLTAGE  ALTERNATING  CURRENT 

CIRCUITS 

Sec.  309.  (a)  Low-  and  medium -voltage  power  circuits  serving  three- 
phase  alternating  current  equipment  shall  be  protected  by  suitable 
circuit  breakers  of  adequate  interrupting  capacity  which  are  properly 
tested  and  maintained  as  prescribed  by  the  Secretary.  Such  breakers 
shall  be  equipped  with  devices  to  provide  protection  against  under- 
voltage,  grounded  phase,  short  circuit,  and  over-current. 

(b)  Low-  and  medium-voltage  three-phase  alternating-current  cir- 
cuits used  underground  shall  contain  either  a  direct  or  derived  neutral 
which  shall  be  grounded  through  a  suitable  resistor  at  the  power 
center,  and  a  grounding  circuit,  originating  at  the  grounded  side  of 
the  grounding  resistor,  shall  extend  along  with  the  power  conductors 
and  serve  as  a  grounding  conductor  for  the  frames  of  all  the  electrical 
equipment  supplied  power  from  that  circuit,  except  that  the  Secretary 
or  his  authorized  representative  may  permit  ungrounded  low-  and 
medium- volt  age  circuits  to  be  used  underground  to  feed  such  sta- 
tionary electrical  equipment  if  such  circuits  are  either  steel  armored 
or  installed  in  grounded  rigid  steel  conduit  throughout  their  entire 
length.  The  grounding  resistor,  where  required,  shall  be  of  the  proper 
ohmic  value  to  limit  the  ground  fault  current  to  25  amperes.  The 
grounding  resistor  shall  be  rated  for  maximum  fault  current  con- 
tinuously and  insulated  from  ground  for  a  voltage  equal  to  the  phase- 
to-phase  voltage  of  the  system. 

(c)  Six  months  after  the  operative  date  of  this  title,  low-  and 
medium- voltage  resistance  grounded  systems  shall  include  a  fail  safe 
ground  check  circuit  to  monitor  continuously  the  grounding  circuit 
to  assure  continuity  which  ground  check  circuit  shall  cause  the  circuit 
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breaker  to  open  when  either  the  ground  or  pilot  check  wire  is  broken, 
or  other  no  less  effective  device  approved  by  the  Secretary  or  his 
authorized  representative  to  assure  such  continuity,  except  that  an 
extension  of  time,  not  in  excess  of  twelve  months,  may  be  permitted 
by  the  Secretary  on  a  mine-by-mine  basis  if  he  determines  that  such 
equipment  is  not  available.  Cable  couplers  shall  be  constructed  so  that 
the  ground  check  continuity  conductor  shall  be  broken  first  and  the 
ground  conductors  shall  be  broken  last  when  the  coupler  is  being 
uncoupled.  .  -in 

(d)  Disconnecting  devices  shall  be  installed  in  conjunction  with  the 
circuit  breaker  to  provide  visual  evidence  that  the  power  is  discon- 
nected. Trailing  cables  for  mobile  equipment  shall  contain  one  or 
more  ground  conductors  having  a  cross  sectional  area  of  not  less  than 
one-half  the  power  conductor,  and,  six  months  after  the  operative  date 
of  this  title,  an  insulated  conductor  for  the  ground  continuity  check 
circuit  or  other  no  less  effective  device  approved  hj  the  Secretary  or 
his  authorized  representative  to  assure  such  continuity,  except  that  an 
extension  of  time,  not  in  excess  of  twelve  months  may  be  permitted  by 
the  Secretary  on  a  mine-by-mine  basis  if  he  determines  that  such 
equipment  is  not  available.  Splices  made  in  the  cables  shall  provide 
continuity  of  all  components. 

(e)  Single  phase  loads  shall  be  connected  phase  to  phase. 

( f )  Circuit  breakers  shall  be  marked  for  identification. 

(g)  Trailing  cables  for  medium  voltage  circuits  shall  include 
grounding  conductors,  a  ground  check  conductor,  and  ground  metallic 
shields  around  each  power  conductor  or  a  grounded  metallic  shield 
over  the  assembly,  except  that  on  equipment  employing  cable  reels, 
cables  without  shields  may  be  used  if  the  insulation  is  rated  2,000  volts 
or  more. 

TROLLEY  WIRES  AND  TROLLEY  FEEDER  WIRES 

Sec.  310.  (a)  Trolley  wires  and  trolley  feeder  wires  shall  be  pro- 
vided with  cutout  switches  at  intervals  of  not  more  than  2,000  feet  and 
near  the  beginning  of  all  branch  lines. 

(b)  Trolley  wires  and  trolley  feeder  wires  shall  be  provided  with 
overcurrent  protection. 

(c)  Trolley  wires  and  trolley  feeder  wires,  high-voltage  cables  and 
transformers  shall  not  be  located  inby  the  last  open  crosscut  and  shall 
be  kept  at  least  150  feet  from  pillar  workings. 

(d)  Trolley  wires,  trolley  feeder  wires,  and  bare  signal  wires  shall 
be  insulated  adequately  w^iere  they  pass  through  doors  and  stoppings, 
and  where  they  cross  other  power  wires  and  cables.  Trolley  wires  and 
trolley  feeder  wires  shall  be  guarded  adequately  (1)  at  all  points 
where  men  are  required  to  work  or  pass  regularly  under  the  wires; 
(2)  on  both  sides  of  all  doors  and  stoppings;  and  (3J  at  man-trip  sta- 
tions. The  Secretary  or  his  authorized  representatives  shall  specify 
other  conditions  where  trolley  wires  and  trolley  feeder  wires  shall  be 
adequately  protected  to  prevent  contact  by  any  person,  or  shall  require 
the  use  of  improved  methods  to  prevent  such  contact.  Temporary 
guards  shall  be  provided  where  trackmen  and  other  persons  work  in 
proximity  to  trolley  wires  and  trolley  feeder  wires. 


fire  protection 

Sec.  311.  (a)  Each  coal  mine  shall  be  provided  with  suitable  fire- 
fighting  equipment  adapted  for  the  size  and  conditions  of  the  mine. 
The  Secretary  shall  establish  minimum  requirements  for  the  type, 
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quality,  and  quantity  of  such  equipment,  and  the  interpretations  of  the 
Secretary  or  the  Director  of  the  Bureau  of  Mines  rehiting-  to  such 
equipment  in  eti'ect  on  the  operative  date  of  this  title  shall  continue  in 
ett'ect  until  modified  or  superseded  by  the  Secretary.  After  every  blast- 
ing o)3eration,  an  examination  shall  be  made  to  determine  whether  fires 
have  been  started. 

(b)  Underground  storage  places  for  lubricating  oil  and  grease  shall 
be  of  fireproof  construction.  Except  for  specially  prepared  materials 
approved  by  the  Secretary,  lubricating  oil  and  grease  kept  in  all 
underground  areas  in  a  coal  mine  shall  be  in  fireproof,  closed  metal 
containers  or  other  no  less  effective  containers  approved  by  the 
Secretary. 

(c)  Underground  transformer  stations,  battery-charging  stations, 
substations,  compressor  stations,  shojDS,  and  permanent  pumps  shall 
be  housed  in  fireproof  structures  or  areas.  Air  currents  used  to  venti- 
late structures  or  areas  enclosing  electrical  installations  shall  be  coursed 
directly  into  tlie  return.  Other  underground  structures  installed  in  a 
coal  mine  as  the  Secretary  may  prescribe  shall  be  of  fireproof 
construction. 

(d)  All  welding,  cutting,  or  soldering  with  arc  or  fiame  in  all 
underground  areas  of  a  coal  mine  shall,  whenever  practicable,  be  con- 
ducted in  fireproof  enclosures.  Welding,  cutting  or  soldering  with  arc 
or  flame  in  other  than  a  fireproof  enclosure  shall  be  done  under  the 
supervision  of  a  qualified  person  who  shall  make  a  diligent  search 
for  fire  during  and  after  such  operations  and  shall,  immediately 
before  and  during  such  operations,  continuously  test  for  methane 
Avitli  means  approved  by  the  Secretary  for  detecting  methane.  "Weld- 
ing, cutting,  or  soldering  shall  not  be  conducted  in  air  that  contains 
1.0  volume  per  centum  or  more  of  methane.  Rock  dust  or  suitable  fire 
extinguishers  shall  be  immediately  available  during  such  welding, 
cutting,  or  soldering. 

(e)  Within  one  year  after  the  operative  date  of  this  title,  fire  sup- 
pression devices  meeting  specifications  prescribed  by  the  Secretary 
shall  be  installed  on  unattended  underground  equipment  and  suitable 
fire-resistant  hydraulic  fluids  approved  by  the  Secretary  shall  be  used 
in  the  hydraulic  systems  of  such  equipment.  Such  fluids  shall  be  used 
in  the  hydraulic  systems  of  other  underground  equipment  unless  fire 
suppression  devices  meeting  specifications  prescribed  by  the  Secretary 
are  installed  on  such  equipment. 

(f)  Deluge-type  water  sprays  or  foam  generators  automatically 
actuated  by  rise  in  temperature,  or  other  no  less  effective  means 
approved  by  the  Secretary  of  controlling  fire,  shall  be  installed  at 
main  and  secondary  belt-conveyor  drives.  Where  sprays  or  foam  gen- 
erators are  used  they  shall  supply  a  sufficient  quantity  of  water  or 
foam  to  control  fires. 

(g)  Underground  belt  conveyors  shall  be  equipped  with  slippage 
and  sequence  switches.  The  Secretary  shall,  within  sixty  days  after  the 
operative  date  of  this  title,  require  that  devices  be  installed  on  all  such 
belts  which  will  give  a  warning  automatically  when  a  fire  occurs 
on  or  near  such  belt.  The  Secretary  shall  i)rescribe  a  schedule  for 
installing  fire  suppression  devices  on  belt  haulageways. 

(h)  On  and  after  the  operative  date  of  this  title,  all  ccmveyor  belts 
ac(piired  for  use  underground  shall  meet  the  requirements  to  be  estab- 
lished by  the  Secretary  for  flame-resistant  conveyor  belts. 
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MArs 

Sec.  312.  (a)  The  operator  of  a  coal  mine  shall  have  in  a  fireproof 
repository  located  in  an  area  on  tiie  surface  of  the  mine  chosen  by  the 
mine  operator  to  minimize  the  danger  of  destruction  by  fire  or  other 
hazard,  an  accurate  and  up-to-date  map  of  such  mine  drawn  on  scale. 
Such  map  shall  show  the  active  workings,  all  pillared,  worked  out,  and 
abandoned  areas,  except  as  provided  in  this  section,  entries  and  air- 
courses  with  the  direction  of  airflow  indicated  by  arroAvs,  contour 
lines  of  all  elevations,  elevations  of  all  main  and  cross  or  side  entries, 
dip  of  the  coalbed,  escapeways,  adjacent  mine  workings  within  one 
thousand  feet,  mines  above  or  below,  water  pools  above,  and  either 
producing  or  abandoned  oil  and  gas  wells  located  within  five  hundred 
feet  of  such  mine  and  any  underground  area  of  sucli  mine,  and  such 
other  information  as  the  Secretary  may  require.  Such  map  shall 
identify  those  areas  of  the  mine  which  have  been  pillared,  worked 
out,  or  abandoned  which  are  inaccessible  or  cannot  be  entered  safely 
and  on  which  no  information  is  available.  Such  map  shall  be  made 
or  certified  by  a  registered  engineer  or  a  registered  surveyor  of  the 
State  in  which  the  mine  is  located.  Such  map  shall  be  kept  up  to  date 
by  temporary  notations  and  such  map  shall  be  revised  and  supple- 
mented at  intervals  prescribed  by  the  Secretary  on  the  basis  of  a 
survey  made  or  certified  by  such  engineer  or  surveyor. 

(b)  The  coal  mine  map  and  any  revision  and  supplement  thereof  Availability, 
shall  be  available  for  inspection  by  the  Secretary  or  his  authorized 
representative,  by  coal  mine  inspectors  of  the  State  in  which  the 

mine  is  located,  by  miners  in  the  mine  and  their  representatives  and 
by  operators  of  adjacent  coal  mines  and  by  persons  owning,  leasing, 
or  residing  on  surface  areas  of  such  mines  or  areas  adjacent  to  such 
mines.  The  operator  shall  furnish  to  the  Secretary  or  his  authorized 
representative  and  to  the  Secretary  of  Housing  and  ITrban  Develop- 
ment, upon  request,  one  or  more  copies  of  such  map  and  any  revision 
and  supplement  thereof.  Such  map  or  revision  and  supplement  thereof 
shall  be  kept  confidential  and  its  contents  shall  not  be  divulged  to  any 
other  person,  except  to  the  extent  necessary  to  carry  out  the  provisions 
of  this  Act  and  in  connection  with  the  functions  and  responsibilities 
of  the  Secretary  of  Housing  and  Urban  Development. 

(c)  Whenever  an  operator  permanently  closes  or  abandons  a  coal  Mine  closure, 
mine,  or  temporarily  closes  a  coal  mine  for  a  period  of  more  than 

ninety  days,  he  shall  promptly  notify  , the  Secretary  of  such  closure. 
Within  sixty  days  of  the  permanent  closure  or  abandonment  of  the 
mine,  or,  when  the  mine  is  temporarily  closed,  upon  the  expiration 
of  a  period  of  ninety  days  from  the  date  of  closure,  the  operator  shall 
file  with  the  Secretary  a  copy  of  the  mine  map  revised  and  supple- 
mented to  the  date  of  the  closure.  Such  copy  of  the  mine  map  shall  be 
certified  by  a  registered  surveyor  or  registered  engineer  of  the  State 
in  which  the  mine  is  located  and  shall  be  available  for  public  inspection. 

BLASTING    AND  EXPLOSIVES 

Sec.  313.  (a)  Black  blasting  powder  shall  not  be  stored  or  used 
underground.  Mudcaps  (adobes)  or  other  unconfined  shots  shall  not 
be  fired  underground. 

(b)^  Explosives  and  detonators  shall  be  kept  in  separate  containers 
until  immediately  before  blasting.  In  underground  anthracite  mines, 
(1)  mudcaps  or  other  open,  unconfined  shake  shots  may  be  fired,  if 
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restricted  to  battery  starting  when  methane  or  a  fire  hazard  is  not 
present,  and  if  it  is  otherwise  impracticable  to  start  the  battery;  (2) 
open,  unconfined  shake  shots  in  pitching  veins  may  be  fired,  when  no 
methane  or  fire  hazard  is  present,  if  the  taking  down  of  loose  hanging 
coal  by  other  means  is  too  hazardous;  and  (3)  tests  for  methane  shall 
be  made  immediately  before  such  shots  are  fired  and  if  1.0  volume 
per  centum  or  more  of  methane  is  present,  when  tested,  such  shot 
shall  not  be  made  until  the  methane  content  is  reduced  below  1.0 
volume  per  centum. 

(c)  Except  as  provided  in  this  subsection,  in  all  underground  areas 
of  a  coal  mine  only  permissible  explosives,  electric  detonators  of 
proper  strength,  and  permissible  blasting  devices  shall  be  used  and  all 
explosives  and  blasting  devices  shall  be  used  in  a  permissible  manner. 
Permissible  explosives  shall  be  fired  only  with  permissible  shot  firing 
units.  Only  incombustible  materials  shall  be  used  for  stemming  bore- 
holes. The  Secretary  may,  under  such  safeguards  as  he  may  prescribe, 
l)ermit  the  firing  of  more  than  twenty  shots  and  allow  the  use  of  non- 
permissible  explosives  in  sinking  shafts  and  slopes  from  the  surface 
in  rock.  Nothing  in  this  section  shall  prohibit  the  use  of  compressed 
air  blasting. 

(d)  Explosives  or  detonators  carried  anywhere  underground  in  a 
coal  mine  by  any  person  shall  be  in  containers  constructed  of  non- 
conductive  material,  maintained  in  good  condition,  and  kept  closed. 

(e)  Explosives  or  detonators  shall  be  transported  in  special  closed 
containers  (1)  in  cars  moved  by  means  of  a  locomotive  or  rope,  (2) 
on  belts,  (3)  in  shuttle  cars,  or  (4)  in  equipment  designed  especially 
to  transport  such  explosives  or  detonators. 

(f)  Wlien  supplies  of  explosives  and  detonators  for  use  in  one  or 
more  w^orking  sections  are  stored  underground,  they  shall  be  kept  in 
section  boxes  or  magazines  of  substantial  construction  with  no  metal 
exposed  on  the  inside,  located  at  least  twenty-five  feet  from  roadways 
and  power  wires,  and  in  a  dry,  well  rock-dusted  location  protected 
from  falls  of  roof,  except  in  pitching  beds,  wliere  it  is  not  possible  to 
comply  with  the  location  requirement,  such  boxes  shall  be  placed  in 
niches  cut  into  the  solid  coal  or  rock. 

(g)  Explosives  and  detonators  stored  in  the  working  places  shall  be 
kept  in  separate  closed  containers  which  shall  be  located  out  of  the  line 
of  blast  and  not  less  than  fifty  feet  from  the  working  face  and  fifteen 
feet  from  any  pipeline,  powerline,  rail,  or  conveyor,  except  that,  if 
kept  in  niches  in  the  rib,  the  distance  from  any  pipeline,  powerline, 
rail,  or  conveyor  shall  be  at  least  five  feet.  Such  explosives  and  deto- 
nators, when  stored,  shall  be  separated  by  a  distance  of  at  least  five 
feet. 

HOISTING  AND  MANTRIPS 

Sec.  314  (a)  Every  hoist  used  to  transport  persons  at  a  coal  mine 
shall  be  equipped  with  overspeed,  overwind,  and  automatic  stop  con- 
trols. Every  hoist  handling  platforms,  cages,  or  other  devices  used  to 
transport  persons  shall  be  equipped  with  brakes  capable  of  stopping 
the  fully  loaded  platform,  cage,  or  other  device;  with  hoisting  cable 
adequately  strong  to  sustain  the  fully  loaded  platform,  cage,  or  other 
device ;  and  have  a  proper  margin  of  safety.  Cages,  platforms,  or  other 
devices  which  are  used  to  transport  persons  in  shafts  and  slopes  shall 
be  equipped  with  safety  catches  or  other  no  less  effective  devices 
approved  by  the  Secretary  that  act  quickly  and  effectively  in  an 
emergency,  and  such  catches  shall  be  tested  at  least  once  every  two 
months.  Hoisting  equipment,  including  automatic  elevators,  that  is 
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used  to  trans]Dort  persons  shall  be  examined  daily.  Where  persons  are 
transported  into,  or  out  of,  a  coal  mine  by  hoists,  a  qualified  hoisting 
engineer  shall  be  on  duty  Avhile  any  person  is  underground,  except 
that  no  such  engineer  shall  be  required  for  automatically  operated 
cages,  platforms,  or  elevators. 

(b)  Other  safeguards  adequate,  in  the  judgment  of  an  authorized 
representative  of  the  Secretary,  to  minimize  hazards  Avith  respect  to 
transportation  of  men  and  materials  shall  be  provided. 

(c)  Hoists  shall  have  rated  capacities  consistent  Avith  the  loads 
handled  and  the  recommended  safety  factors  of  the  ropes  used.  An 
accurate  and  reliable  indicator  of  the  position  of  the  cage,  platform, 
skip,  bucket,  or  cars  shall  be  provided. 

(d)  There  shall  be  at  least  two  etfectiA^e  methods  approved  by  the 
Secretary  of  signaling  betAA-een  each  of  the  shaft  stations  and  the  hoist 
room,  one  of  Avhich  shall  be  a  tekphone  or  speaking  tube. 

(e)  Each  locomotive  and  liaulage  car  used  in  an  underground  coal 
mine  shall  be  equipped  Avitli  automatic  brakes,  Avhere  space  permits. 
Where  space  does  not  permit  automatic  brakes,  locomotives  and  haul- 
age cars  shall  be  subject  to  speed  reduction  gear,  or  other  similar 
devices  a])proved  by  the  Secretary  Avhich  are  designed  to  stop  the 
locomotives  and  haulage  cai'S  Avith  the  proper  margin  of  safety. 

(f)  All  haulage  equipment  acquired  by  an  operator  of  a  coal  mine 
on  or  after  one  year  after  the  operative  date  of  this  title  shall  be 
e(iuip])ed  Avith  automatic  couplers  AA'hich  couple  by  impact  and  uncou- 
])le  Avithout  the  necessity  of  persons  going  betAveen  the  ends  of  such 
equipment.  All  haulage  equipment  Avithout  automatic  couplers  in  use 
in  a  mine  on  the  operatiA^e  date  of  this  title  shall  also  be  so  equipped 
Avithin  four  years  after  the  operati\^e  date  of  this  title. 

EMERGENCY  SHELTERS 

Sec.  315.  The  Secretary  or  an  authorized  representative  of  the 
Secretary  may  prescribe  in  any  coal  mine  that  rescue  chambers,  prop- 
erly sealed  and  ventilated,  be  erected  at  suitable  locations  in  the  mine 
to  Avhich  persons  may  go  in  case  of  an  emergency  for  protection  against 
hazards.  Such  chambers  shall  be  properly  equipped  Avith  first  aid 
materials,  an  adequate  supply  of  air  and  self-contained  breathing 
equipment,  an  independent  communication  system  to  the  surface,  and 
proper  accommodati(ms  for  the  persons  Avhile  aAvaiting  rescue,  and 
such  other  equipment  as  the  Secretary  may  require.  A  plan  for  the 
erection,  maintenance,  and  revisions  of  such  chambers  and  the  training 
of  the  miners  in  their  proper  use  shall  be  submitted  by  the  operator 
to  the  Secretary  for  his  approval. 

COMINEUNICATIOXS 

Sec.  316.  Telephone  service  or  equivalent  tAvo-Avay  communication 
facilities,  approA'^ed  by  the  Secretary  or  his  authorized  representative, 
shall  be  provided  betAAeen  the  surface  and  each  landing  of  main  shafts 
and  slopes  and  betAAeen  the  surface  and  each  AA'orking  section  of  any 
coal  mine  that  is  more  than  one  hundred  feet  from  a  portal. 

miscellaneous 

Sec.  317.  (a)  Each  operator  of  a  coal  mine  shall  take  reasonable     Oil  and  gas 
measures  to  locate  oil  and  gas  Avells  penetrating  coalbeds  or  any  under-     wells . 
ground  area  of  a  coal  mine.  When  located,  such  operator  shall  estab- 
lish and  maintain  barriers  around  such  oil  and  gas  AN-ells  in  accordance 
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with  State  laws  and  reoulations,  except  that  such  barriers  shall  not  be 
less  than  three  lumdred  feet  in  diameter,  unless  the  Secretary  or  his 
authorized  representative  permits  a  lesser  barrier  consistent  with  the 
applicable  State  laws  and  reofulations  where  such  lesser  barrier  will 
be  adequate  to  protect  against  hazards  from  such  wells  to  the  miners 
in  such  mine,  or  unless  the  Secretary  or  his  authorized  representative 
requires  a  greater  barrier  where  the  depth  of  the  mine,  other  geologic 
conditions,  or  other  factors  warrant  such  a  greater  barrier. 

(b)  Whenever  any  working  place  approaches  within  fifty  feet  of 
abandoned  areas  in  the  mine  as  shown  by  surveys  made  ancf  certified 
by  a  registered  engineer  or  surveyor,  or  within^ two  hundred  feet  of 
any  other  abandoned  areas  of  the  mine  which  cannot  be  inspected  and 
which  may  contain  dangerous  accumulations  of  water  or  gas,  or 
within  two  hundred  feet  of  any  workings  of  an  adjacent  mine,  a  bore- 
hole or  boreholes  shall  be  drilled  to  a  distance  of  at  least  twenty  feet 
in  advance  of  the  working  face  of  such  working  place  and  shall  be 
continually  maintained  to  a  distance  of  at  least  ten  feet  in  advance 
of  the  advancing  working  face,  When  there  is  more  than  one  borehole, 
they  shall  be  drilled  sufficiently  close  to  each  other  to  insure  that  the 
advancing  working  face  will  not  accidentally  hole  throuoh  into  aban- 
doned areas  or  adjacent  mines.  Boreholes  shall  also  be  drilled  not  more 
than  eight  feet  apart  in  the  rib  of  such  working  place  to  a  distance  of 
at  least  twenty  feet  and  at  an  angle  of  forty-five  degrees.  Such  rib 
holes  shall  be  drilled  in  one  or  both  ribs  of  such  working  place  as  may 
be  necessary  for  adequate  protection  of  miners  in  such  place. 

(c)  Xo  person  shall  smoke,  carry  smoking  materials,  matches,  or 
lighters  underground,  or  smoke  in  or  around  oil  houses,  explosives 
magazines,  or  other  surface  areas  whei-e  such  practice  may  cause  a 
fire  or  explosion.  The  operator  shall  institute  a  program,  approved  by 
the  Secretary,  to  insure  that  any  j)erson  entering  the  underground 
area  of  the  mine  does  not  carry  smoking  materials,  matches,  or 
lighters. 

(d)  Persons  underground  shall  use  only  permissible  electric  lamps 
approved  by  the  Secretary  for  portable  illumination.  Xo  open  flame 
shall  be  permitted  in  the  underground  area  of  any  coal  mine,  except 
as  permitted  under  section  311  (cl)  of  this  title. 

(e)  AVithin  nine  months  after  the  operative  date  of  this  title,  the 
Secretary  shall  propose  the  standards  under  Avhicli  all  wnrkin'7  i>laces 
in  a  mine  shall  be  illuminated  by  permissible  lighting,  within  eighteen 
months  after  the  promulgation  of  such  standards,  while  persons  are 
working  in  such  places. 

(f)  (1)  Except  as  provided  in  paragraphs  (2)  and  (3)  of  this  sub- 
section, at  least  two  se]:)arate  and  distinct  travelable  passageways 
Avhich  are  maintained  to  insure  passage  at  all  times  of  any  ])erson, 
including  disal)led  ])ersons,  and  which  are  to  be  designated  as  escape- 
ways,  at  least  one  of  which  is  ventilated  with  intake  air,  shall  be  i)ro- 
vided  from  each  working  section  continuous  to  the  surface  escape  drift 
opening,  or  continuous  to  tlie  escape  shaft  or  slope  facilities  to  the 
surface,  as  appi-opriate,  and  shall  be  maintained  in  safe  condition  and 
])ro])erly  marked.  Mine  openings  shall  be  adequately  protected  to  pre- 
vent the  entrance  into  the  underground  area  of  tlie  mine  of  surface 
fires,  fumes,  smoke,  and  flood  water.  Escaj^e  facilities  approved  by 
the  Secretary  oi-  his  authorized  re])resentative,  ])roperly  maintained 
and  frequently  tested,  shall  be  present  at  or  in  each  esca])e  shaft  or 
slope  to  allow  all  ]>ersons,  including  disabled  persons,  to  escape  quickly 
to  the  surface  in  the  event  of  an  emergency. 

(2)  When  new  coal  mines  are  opened,  not  more  than  twenty  miners 
shall  bi'  allowed  at  any  one  time  in  any  mine  until  a  connection  has 
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been  made  between  the  two  mine  openings,  and  such  connections  shall 
be  made  as  soon  as  possible. 

(3)  When  only  one  mine  opening  is  available,  owing  to  final  mining 
of  pillars,  not  more  than  tw^enty  miners  shall  be  allowed  in  such  mine 
at  any  one  time,  and  the  distance  between  the  mine  opening  and  work- 
ing face  shall  not  exceed  five  hundred  feet. 

(4)  In  the  case  of  all  coal  mines  opened  on  or  after  the  operative 
date  of  this  title,  and  in  the  case  of  all  new  working  sections  opened  on 
or  after  such  date  in  mines  opened  prior  to  such  date,  the  escapeway 
required  by  this  section  to  be  ventilated  with  intake  air  shall  be  sepa- 
rated from  the  belt  and  trolley  haulage  entries  of  the  mine  for  the 
entire  length  of  such  entries  to  the  beginning  of  each  working  section, 
except  that  the  Secretary  or  his  authorized  representative  may  permit 
such  separation  to  be  extended  for  a  greater  or  lesser  distance  so  long 
as  such  extension  does  not  pose  a  hazard  to  the  miners. 

(g)  After  the  operative  date  of  this  title,  all  structures  erected  on 
the  surface  within  one  hundred  feet  of  any  mine  opening  shall  be  of 
fireproof  construction.  Unless  structures  existing  on  or  prior  to  such 
date  which  are  located  within  one  hundred  feet  of  any  mine  opening 
are  of  such  construction,  fire  doors  shall  be  erected  at  effective  points 
in  mine  openings  to  prevent  smoke  or  fire  from  outside  sources  endan- 
gering miners  underground.  These  doors  shall  be  tested  at  least 
monthly  to  insure  effective  operation.  A  record  of  such  tests  shall  be 
kept  in  an  area  on  the  surface  of  the  mine  chosen  by  the  operator 
to  minimize  the  danger  of  destruction  by  fire  or  other  hazard  and 
shall  be  available  for  inspection  by  interested  persons. 

(h)  Adequate  measures  shall  be  taken  to  prevent  methane  and  coal 
dust  from  accumulating  in  excessive  concentrations  in  or  on  surface 
coal-handling  facilities,  but  in  no  event  shall  methane  be  permitted 
to  accumulate  in  concentrations  in  or  on  surface  coal-handling  facil- 
ities in  excess  of  limits  established  for  methane  by  the  Secretary 
within  one  year  after  the  operative  date  of  this  title.  Where  coal  is 
dumped  at  or  near  air-intake  openings,  provisions  shall  be  made  to 
avoid  dust  from  entering  the  mine. 

(i)  Every  operator  of  a  coal  mine  shall  provide  a  program, 
approved  by  the  Secretary,  of  training  and  retraining  of  both  quali- 
fied and  certified  persons  needed  to  carry  out  functions  prescribed  in 
this  Act. 

(j)  An  authorized  representative  of  the  Secretary  may  require  in 
any  coal  mine  where  the  height  of  the  coalbed  permits  that  electric 
face  equipment,  including  shuttle  cars,  be  provided  with  substantially 
constructed  canopies  or  cabs  to  protect  the  miners  operating  such 
equipment  from  roof  falls  and  from  rib  and  face  rolls. 

(k)  On  and  after  the  operative  date  of  this  title,  the  opening  of 
any  coal  mine  that  is  declared  inactive  by  its  operator  or  is  perma- 
nently closed  or  abandoned  for  more  than  ninety  days,  shall  be  sealed 
by  the  operator  in  a  manner  prescribed  by  the  Secretary.  Openings  of 
all  other  mines  shall  be  adequately  protected  in  a  manner  prescribed 
by  the  Secretary  to  prevent  entrance  by  unauthorized  persons. 

(1)  The  Secretary  may  require  any  operator  to  provide  adequate 
facilities  for  the  miners  to  change  from  the  clothes  worn  underground, 
to  provide  for  the  storing  of  such  clothes  from  shift  to  shift,  and  to 
provide  sanitary  and  bathing  facilities.  Sanitary  toilet  facilities  shall 
be  provided  in  the  active  workings  of  the  mine  when  such  surface 
facilities  are  not  readily  accessible  to  the  active  workings. 

(m)  Each  operator  shall  make  arrangements  in  advance  for  obtain- 
ing emergency  medical  assistance  and  transportation  for  injured 
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persons.  Emergency  communications  sliall  be  provided  to  the  nearest 
point  of  assistance.  Selected  agents  of  the  operator  shall  be  trained  in 
first  aid  and  first  aid  training  shall  be  made  available  to  all  miners. 
Each  coal  mine  shall  have  an  adequate  supply  of  first  aid  equipment 
located  on  the  surface,  at  the  bottom  of  shafts  and  slopes,  and  at  other 
strategic  locations  near  the  working  faces.  In  fulfilling  each  of  the 
requirements  of  this  subsection,  the  operator  shall  meet  at  least  mini- 
mum requirements  prescribed  by  the  Secretary  of  Health,  Education, 
and  Welfare.  Within  two  months  after  the  operative  date  of  this  title, 
each  operator  shall  file  M'ith  the  Secretary  a  plan  setting  forth  in  such 
detail  as  the  Secretary  may  require  the  manner  in  which  such  operator 
has  fulfilled  the  requirements  in  this  subsection. 

(n)  A  self -rescue  device  approved  by  the  Secretary  shall  be  made 
available  to  each  miner  by  the  operator  which  shall  be  adequate  to 
protect  such  miner  for  one  hour  or  longer.  Each  operator  shall  train 
each  miner  in  the  use  of  such  device. 

(o)  The  Secretary  shall  prescribe  improved  methods  of  assuring 
that  miners  are  not  exposed  to  atmospheres  that  are  deficient  in 
oxygen. 

(p)  Each  operator  of  a  coal  mine  shall  establish  a  check-in  and 
check-out  system  which  will  provide  positive  identification  of  every 
person  underground,  and  will  provide  an  accurate  record  of  the  persons 
m  the  mine  kept  on  the  surface  in  a  place  chosen  to  minimize  the  danger 
of  destruction  by  fire  or  other  hazard.  Such  record  shall  bear  a  number 
identical  to  an  identification  check  that  is  securely  fastened  to  the  lamp 
belt  worn  by  the  person  underground.  The  identification  check  shall 
be  made  of  a  rust  resistant  metal  of  not  less  than  sixteen  gauge. 

(q)  The  Secretary  shall  require,  when  technologically  feasible,  that 
devices  to  jorevent  and  suppress  ignitions  be  installed  on  electric  face 
cutting  equipment. 

(r)  Whenever  an  operator  mines  coal  from  a  coal  mine  opened 
after  the  operative  date  of  this  t'tle,  or  from  any  new  working  section 
of  a  mine  opened  prior  to  such  date,  in  a  manner  that  requires  the 
construction,  operation,  and  maintenance  of  tunnels  under  any  river, 
stream,  lake,  or  other  body  of  water,  that  is,  in  the  judgment  of  the 
Secretary,  sufficiently  large  to  constitute  a  hazard  to  miners,  such  oper- 
ator shall  obtain  a  permit  from  the  Secretary  which  shall  include  such 
terms  and  conditions  as  he  deems  appropriate  to  protect  the  safety  of 
miners  working  or  passing  through  such  tunnels  from  cave-ins  and 
other  hazards.  Such  permits  shall  require,  in  accordance  with  a  plan 
to  be  approved  by  the  Secretary,  that  a  safety  zone  be  established 
beneath  and  adjacent  to  such  body  of  water.  No  plan  shall  be  approved 
unless  there  is  a  minimum  of  cover  to  be  determmed  by  the  Secretary, 
based  on  test  holes  drilled  by  the  operator  in  a  manner  to  be  prescribed 
by  the  Secretary.  No  such  permit  shall  be  required  in  the  case  of  any 
new  working  section  of  a  mine  which  is  located  under  any  water 
resource  reservoir  being  constructed  by  a  Federal  agency  on  the  date 
of  enactment  of  this  Act,  the  operator  of  which  is  required  bv  such 
agency  to  operate  in  a  manner  that  adequately  protects  the  safety  of 
miners  working  in  such  section  from  cave-ins  and  other  hazards. 

(s^  An  adequate  supply  of  potable  water  shall  be  provided  for 
drinking  purposes  in  the  active  workings  of  the  mine,  and  such  water 
shall  be  carried,  stored,  and  otherwise  protected  in  sanitary  containers. 

(t)  Within  one  year  after  the  operative  date  of  this  title,  the  Secre- 
tary shall  propose  standards  for  preventing  explosions  from  explosive 
gases  other  than  methane  and  for  testing  for  accumulations  of  such 
gases. 
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Sec.  318.  For  the  purpose  of  this  title  and  title  II  of  this  Act,  the  Ante,  p. 
term — 

(a)  "certified"  or  "registered"  as  applied  to  any  person  means 
a  person  certified  or  registered  by  the  State  in  which  the  coal  mine 
is  located  to  perform  duties  prescribed  by  such  titles,  except  that, 
in  a  State  where  no  program  of  certification  or  registration  is 
provided  or  where  the  program  does  not  meet  at  least  minimum 
Federal  standards  established  by  the  Secretary,  such  certification 
or  registration  shall  be  by  the  Secretary ; 

(b)  "qualified  person"  means,  as  the  context  requires, 

(1)  an  individual  deemed  qualified  by  the  Secretary  and 
designated  by  the  operator  to  make  tests  and  examinations 
required  by  this  Act ;  and 

(2)  an  individual  deemed,  in  accordance  with  minimum 
requirements  to  be  established  by  the  Secretary,  qualified  by 
training,  education,  and  experience,  to  perform  electrical 
work,  to  maintain  electrical  equipment,  and  to  conduct  exam- 
inations and  tests  of  all  electrical  equipment ; 

(c)  "permissible"  as  applied  to — 

(1)  equipment  used  in  the  operation  of  a  coal  mine,  means 
equipment,  other  than  permissible  electric  face  equipment,  to 
which  an  approval  plate,  label,  or  other  device  is  attached  as 
authorized  by  the  Secretary  and  which  meets  specifications 
which  are  prescribed  by  the  Secretary  for  the  construction 
and  maintenance  of  such  equipment  and  are  designed  to 
assure  that  such  equipment  will  not  cause  a  mine  explosion  or 
a  mine  fire, 

(2)  explosives,  shot  firing  units,  or  blasting  devices  used 
in  such  mine,  means  explosives,  shot  firing  units,  or  blasting 
devices  which  meet  specifications  which  are  prescribed  by  the 
Secretary,  and 

(3)  the  manner  of  use  of  equipment  or  explosives,  shot 
firing  units,  and  blasting  devices,  means  the  manner  of  use 
prescribed  by  the  Secretary ; 

(d)  "rock  dust"  means  pulverized  limestone,  dolomite,  gypsum, 
anhydrite,  shale,  adobe,  or  other  inert  material,  preferably  light 
colored,  100  per  centum  of  which  will  pass  through  a  sieve  havmg 
twenty  meshes  per  linear  inch  and  70  per  centum  or  more  of 
which  will  pass  through  a  sieve  having  two  hundred  meshes  per 
linear  inch;  the  particles  of  which  when  wetted  and  dried  will 
not  cohere  to  form  a  cake  which  will  not  be  dispersed  into  separate 
particles  by  a  light  blast  of  air ;  and  which  does  not  contain  more 
than  5  per  centum  of  combustible  matter  or  more  than  a  total  of 
4  per  centum  of  free  and  combined  silica  (SiOa),  or,  where  the 
Secretary  finds  that  such  silica  concentrations  are  not  available, 
which  does  not  contain  more  than  5  per  centum  of  free  and 
combined  silica ; 

(e)  "anthracite"  means  coals  with  a  volatile  ratio  equal  to  0.12 
or  less ; 

(f)  "volatile  ratio"  means  volatile  matter  content  divided  by 
the  volatile  matter  plus  the  fixed  carbon  ; 

(g)  (1)  "working  face"  means  any  place  in  a  coal  mine  in  which 
work  of  extractmg  coal  from  its  natural  deposit  in  the  earth  is 
performed  during  the  mining  cycle. 
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(2)  "working  place"  means  the  area  of  a  coal  mine  inb}^  tlie 
last  open  crosscut, 

(3)  "working  section"  means  all  areas  of  the  coal  mine  from 
the  loading  ponit  of  the  section  to  and  including  the  working 
faces, 

(4)  "active  workings''  means  any  place  in  a  coal  mine  where 
miners  are  normally  required  to  work  or  travel ; 

(h)  "abandoned  areas"  means  sections,  panels,  a]id  other  areas 
that  are  not  ventilated  and  examined  in  the  manner  required  for 
working  places  under  section  308  of  this  title ; 

(i)  "permissible"  as  applied  to  electric  face  equipment  means 
all  electrically  operated  equipment  taken  into  or  used  inby  the 
last  open  crosscut  of  an  entry  or  a  room  of  any  coal  mine  the 
electrical  parts  of  which,  including,  but  not  limited  to,  associated 
electrical  equipment,  components,  and  accessories,  are  designed, 
constructed,  and  installed,  in  accordance  with  the  specifications 
of  the  Secretary,  to  assure  that  such  equipment  will  not  cause  a 
mine  explosion  or  mine  fire,  and  the  other  features  of  which  are 
designed  and  constructed,  in  accordance  with  the  specifications 
of  the  Secretary,  to  prevent,  to  the  greatest  extent  possible,  other 
accidents  in  the  use  of  such  equipment;  and  the  regulations  of 
the  Secretary  or  the  Director  of  the  Bureau  of  Mines  in  etfect 
on  the  operative  date  of  this  title  relating  to  the  requirements  for 
investigation,  testing,  approval,  certification,  and  acceptance  of 
such  equipment  as  permissible  shall  continue  in  effect  until 
modified  or  superseded  by  the  Secretary,  except  that  the  Sec- 
retary shall  provide  procedures,  including,  where  feasible,  test- 
mg,  approval,  certification,  and  acceptance  in  tlie  field  by  an 
authorized  representative  of  the  Secretary,  to  facilitate  com- 
pliance by  an  operator  with  the  requirements  of  section  305(a) 

Ante,  p.  775.  of  this  title  within  the  periods  prescribed  therein; 

(j)  "low  voltage"  means  up  to  and  including  660  volts; 
"medium  voltage"  means  voltages  from  661  to  1,000  volts;  and 
"high  voltage"  means  more  than  1,000  volts ; 

(k)  "respirable  dust"  means  only  dust  particulates  5  microns 
or  less  in  size ;  and 

(1)  "coal  mine"  includes  areas  of  adjoining  mines  connected 
underground. 

TITLE  IV— BLACK  LUNG  BENEFITS 

Part  A — General 

Sec.  401.  Congress  finds  and  declares  that  there  are  a  significant 
number  of  coal  miners  living  today  who  are  totally  disabled  due  to 
pneumoconiosis  arising  out  of  employment  in  one  or  more  of  the 
Nation's  underground  coal  mines;  that  there  are  a  number  of  survi- 
vors of  coal  mmers  whose  deaths  were  due  to  this  disease;  and  that 
few  States  provide  benefits  for  death  or  disability  due  to  this  disease 
10  coal  miners  or  their  surviving  dependents.  It  is,  therefore,  the  pur- 
pose of  this  title  to  provide  benefits,  in  cooperation  with  the  States, 
to  coal  miners  who  are  totally  disabled  due  to  pneumoconiosis  and  to 
the  surviving  dependents  of  miners  whose  death  was  due  to  such 
disease;  and  to  ensure  that  in  the  future  adequate  benefits  are  pro- 
vided to  coal  miners  and  their  dependents  in  the  event  of  their  death 
or  total  disability  due  to  pneumoconiosis. 
Definitions.  Sec.  402.  For  purposes  of  this  title — 
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(a)  The  term  "dependent"  means  a  wife  or  child  who  is  a  depend- 
ent as  that  term  is  defined  for  purposes  of  section  8110  of  title  5, 

United  States  Code.  so  stat.  5393 

(b)  The  term  "pneumoconiosis"  means  a  chronic  dust  disease  81  stat,  210, 
of  the  lung  arising  out  of  employment  in  an  underground  coal  mine. 

(c)  The  term  "Secretary"  where  used  in  part  B  means  the  Secretary 
of  Health,  Education,  and  Welfare,  and  where  used  in  part  C  means 
the  Secretary  of  Labor. 

(d)  The  term  "miner"  means  any  individual  who  is  or  was  employed 
in  an  underground  coal  mine. 

(e)  The  term  "widow"  means  the  wife  living  with  or  dependent  for 
support  on  the  decedent  at  the  time  of  his  death,  or  living  apart  for 
reasonable  cause  or  because  of  his  desertion,  who  has  not  remarried. 

(f)  The  term  "total  disability"  has  the  meaning  given  it  by  regula- 
tions of  the  Secretary  of  Health,  Education,  and  Welfare,  but  such 
regulations  shall  not  provide  more  restrictive  criteria  than  those 
applicable  under  section  223(d)  of  the  Social  Security  Act. 

Part  B — Claims  for  Benefits  Filed  on  or  Before  December  31, 1972 

Sec.  411.  (a)  The  Secretary  shall,  in  accordance  with  the  provisions 
of  this  part,  and  the  regulations  promulgated  by  him  under  this  part, 
make  payments  of  benefits  in  respect  of  total  disability  of  any  miner 
due  to  pneumoconiosis,  and  in  respect  of  the  death  of  any  miner  whose 
death  was  due  to  pneumoconiosis. 

(b)  The  Secretary  shall  by  regulation  prescribe  standards  for 
determining  for  purposes  of  section  411(a)  whether  a  miner  is  totally 
disabled  due  to  pneumoconiosis  and  for  determining  whether  the  death 

of  a  miner  was  due  to  pneumoconiosis.  Eegulations  required  by  this  Publication 
subsection  shall  be  promulgated  and  published  in  the  Federal  Kegister     in  Federal 
at  the  earliest  practicable  date  after  the  date  of  enactment  of  this  title.  Register, 
and  in  no  event  later  than  the  end  of  the  third  month  following  the 
month  in  which  this  title  is  enacted.  Such  regulations  may  be  modified 
or  additional  regulations  promulgated  from  time  to  time  thereafter. 

(c)  For  purposes  of  this  section — 

(1)  if  a  miner  who  is  suffering  or  suffered  from  pneumoconiosis 
was  employed  for  ten  years  or  more  in  one  or  more  undergound 
coal  mines  there  shall  be  a  rebuttable  presumption  that  his 
pneumoconiosis  arose  out  of  such  employment; 

(2)  if  a  deceased  miner  was  employed  for  ten  years  or  more  in 
one  or  more  underground  coal  mines  and  died  from  a  respirable 
disease  there  shall  be  a  rebuttable  presumption  that  his  death  was 
due  to  j)neumoconiosis ;  and 

(3)  if  a  miner  is  suffering  or  suffered  from  a  chronic  dust 
disease  of  the  lung  which  (A)  when  diagnosed  by  chest  roent- 
genogram, yields  one  or  more  large  opacities  (greater  than  one 
centimeter  m  diameter)  and  would  be  classified  in  category  A, 
B,  or  C  in  the  International  Classification  of  Radiographs  of  the 
Pneumoconioses  by  the  International  Labor  Organization,  (B) 
when  diagnosed  by  biopsy  or  autopsy,  yields  massive  lesions  in 
the  lung,  or  (C)  when  diagnosis  is  made  by  other  means,  would 
be  a  condition  which  could  reasonably  be  expected  to  yield  results 
described  in  clause  (A)  or  (B)  if  diagnosis  had  been  made  in  the 
manner  prescribed  in  clause  (A)  or  (B),  then  there  shall  be  an 
irrebuttable  presumption  that  he  is  totally  disabled  due  to  pneu- 
moconiosis or  that  his  death  was  due  to  pneumoconiosis,  as  the 
case  may  be. 
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(d)  Xotliiiig  in  subsection  (c)  shall  be  deemed  to  affect  the  applica- 
bility of  subsection  (a)  in  the  case  of  a  claim  where  the  presumptions 
provided  for  therein  are  inapplicable. 

Sec.  412.  (a)  Subject  to  the  provisions  of  subsection  (b)  of  this 
section,  benefit  payments  shall  be  made  by  the  Secretary  under  this 
pa  it  as  follows: 

(1)  In  the  case  of  total  disability  of  a  miner  due  to  pneumoconiosis, 
tlie  disa})led  miner  shall  be  paid  benefits  during  the  disability  at  a  rate 
equal  to  50  i)er  centum  of  the  minimum  monthh'  pajnnent  to  which  a 
Federal  employee  in  grade  GS-2,  who  is  totally  disabled,  is  entitled  at 
the  time  of  payment  under  cha^Dter  81  of  title  5,  United  States  Code. 

(2)  In  the  case  of  death  of  a  miner  due  to  pneumoconiosis  or  of  a 
miner  receiving  benefits  under  this  part,  benefits  shall  be  paid  to  his 
widow  (if  any)  at  the  rate  the  deceased  miner  would  receive  sucli 
benefits  if  he  were  totally  disabled. 

(3)  In  the  case  of  an  individual  entitled  to  benefit  payments  under 
clause  (1)  or  (2)  of  this  subsection  who  has  one  or  more  dependents, 
tlie  benefit  payments  shall  be  increased  at  the  rate  of  50  per  centum  of 
such  benefit  payments,  if  such  individual  has  one  dependent,  75  per 
centum  if  such  individual  has  two  dependents,  and  100  per  centum  if 
such  individual  has  three  or  more  dependents. 

(b)  Notwithstanding  subsection  (a),  benefit  payments  under  this 
section  to  a  miner  or  his  widow  shall  be  reduced,  on  a  monthly  or 
otlier  appropriate  basis,  by  an  amount  equal  to  any  payment  received 
by  su(^h  miner  or  his  Avidow  under  the  workmen's  compensation, 
unemployment  compensation,  or  disability  insurance  laws  of  his  State 
on  account  of  the  disability  of  such  miner,  and  the  amount  by  which 
such  payment  would  be  reduced  on  account  of  excess  earnings  of  such 
miner  under  section  203(b)  through  (1)  of  the  Social  Security  Act  if 
the  amount  paid  were  a  benefit  payable  under  section  202  of  such  Act. 

(c)  Benefits  payable  under  this  part  shall  be  deemed  not  to  be 
iiic(mie  for  purposes  of  the  Internal  Revenue  Code  of  1954. 

Sec.  413.  (a)  Except  as  otherwise  provided  in  section  414  of  this 
part,  no  payment  of  benefits  shall  be  made  under  this  part  except  pur- 
suant to  a  claim  filed  therefor  on  or  before  December  31,  1972,  in  such 
manner,  in  such  form,  and  containing  such  information,  as  the  Secre- 
tary shall  by  regulation  prescribe. 

(b)  In  carrying  out  the  provisions  of  this  part,  the  Secretary  shall 
to  the  maxinnun  extent  feasible  (and  consistent  with  the  provisions  of 
this  part)  utilize  the  pei-sonnel  and  procedures  he  uses  in  determining 
entitlement  to  disability  insurance  benefit  payments  under  section  223 
of  the  Social  Security  Act.  Claimants  under  this  part  shall  be  reim- 
bursed for  reasonable  medical  expenses  incurred  by  them  in  establish- 
ing their  claims.  For  purposes  of  determining  total  disability  under 
this  part,  the  provisions  of  subsections  (a),  (b),  (c),  (d),  and  (g)  of 
section  221  of  such  Act  shall  be  applicable. 

(c)  Xo  claim  foi-  benefits  under  this  section  shall  be  considered 
iiidess  the  claimant  has  also  filed  a  claim  under  the  applicable  State 
woi-kmen's  compensation  law  prior  to  or  at  the  same  time  his  claim 
was  filed  for  benefits  under  this  section  ;  except  that  the  foregoing  pro- 
visions of  this  |)aragi-aph  shall  not  apply  in  anv  case  in  which  the'lfiling 
of  a  chnm  under  such  law  would  clearlv  be  futile  because  tlie  period 
within  which  such  a  claim  may  be  filed  thereunder  has  expired  or 
because  pneumoconiosis  is  not  compensable  under  such  law,  or  in  any 
other  situation  in  which,  in  the  opinion  of  the  Secretary,  the  filino-  of 
a  claim  would  clearly  be  futile.  *  ^ 
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Sec.  414.  (a)  No  claim  for  benefits  under  this  part  on  account  of 
total  disability  of  a  miner  shall  be  considered  unless  it  is  filed  on  or 
before  December  31, 1972,  or,  in  the  case  of  a  claimant  who  is  a  widow, 
within  six  months  after  the  death  of  her  husband  or  by  December  31, 
1972,  whichever  is  the  later. 

(b)  No  benefits  shall  be  paid  under  this  part  after  December  31, 
1972,  if  the  claim  therefor  was  filed  after  December  31, 1971. 

(c)  No  benefits  under  this  part  shall  be  payable  for  any  period 
prior  to  the  date  a  claim  therefor  is  filed. 

(d)  No  benefits  shall  be  paid  under  this  part  to  the  residents  of  any 
State  which,  after  the  date  of  enactment  of  this  xVct,  reduces  the  bene- 
fits payable  to  persons  eligible  to  receive  benefits  under  this  part, 
under  its  State  laws  which  are  applicable  to  its  general  work  force 
with  regard  to  workmen's  compensation,  unemployment  compensa- 
tion, or  disability  insurance. 

(e)  No  benefits  shall  be  payable  to  a  widow  under  this  part  on 
account  of  the  death  of  a  miner  unless  (1)  benefits  under  this  part 
were  being  paid  to  such  miner  with  respect  to  disability  due  to  pneu- 
moconiosis prior  to  his  death,  or  (2)  the  death  of  such  miner  occurred 
prior  to  January  1, 1973. 

Part  C — Claims  for  Benefits  After  December  31,  1972 

Sec.  421.  (a)  On  and  after  January  1,  1973,  any  claim  for  benefits 
for  death  or  total  disability  due  to  pneumoconiosis  shall  be  filed  pur- 
suant to  the  applicable  State  workmen's  compensation  law,  except 
that  during  any  period  when  miners  or  their  surviving  widows  are 
not  covered  by  a  State  workmen's  compensation  law  which  provides 
adequate  coverage  for  pneumoconiosis  they  shall  be  entitled  to  claim 
benefits  under  this  part. 

(b)  (1)  For  purposes  of  this  section,  a  State  workmen's  compensa- 
tion law  shall  not  be  deemed  to  provide  adequate  coverage  for  pneu- 
moconiosis during  any  period  unless  it  is  included  in  the  list  of  State 
laws  found  by  the  Secretary  to  provide  such  adequate  coverage  during 
such  period.  The  Secretary  shall,  no  later  than  October  1,  1972,  pub-    Publication  in 
lish  in  the  Federal  Register  a  list  of  State  workmen's  compensation  Federal 
laws  which  provide  adequate  coverage  for  pneumoconiosis  and  shall  Register, 
revise  and  republish  in  the  Federal  Register  such  list  from  time  to 
time,  as  may  be  appropriate  to  reflect  changes  in  such  State  laws  due 
to  legislation  or  judicial  or  administrative  interpretation. 

(2)  The  Secretary  shall  include  a  State  workmen's  compensation 
law  on  such  list  during  any  period  only  if  he  finds  that  during  such 
period  under  such  law — 

(A)  benefits  must  be  paid  for  total  disability  or  death  of  a 
miner  due  to  pneumoconiosis ; 

(B)  the  amount  of  such  cash  benefits  is  substantially  equivalent 
to  or  greater  than  the  amount  of  benefits  prescribed  by  section 
412(a)  of  this  title; 

(C)  the  standards  for  determining  death  or  total  disability  due 
to  pneumoconiosis  are  substantially  equivalent  to  those  established 
by  section  411,  and  by  the  regulations  of  the  Secretary  of  Health, 
Education,  and  Welfare  promulgated  thereunder ; 

(D)  any  claim  for  benefits  on  account  of  total  disability  or 
death  of  a  miner  due  to  pneumoconiosis  is  deemed  to  be  timely 
filed  if  such  claim  is  filed  within  three  years  of  the  discovery  of 
total  disability  due  to  pneumoconiosis,  or  the  date  of  such  death, 
as  the  case  may  be ; 
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(E)  tliere  are  in  effect  provisions  with  respect  to  prior  and  suc- 
cessor operators  which  are  substantially  equivalent  to  the  pro- 
visions contained  in  section  -±22  (i)  of  this  part ;  and 

(F)  there  are  applicable  such  other  provisions,  regulations  or 
interpretations,  which  are  consistent  with  the  provisions  con- 
tained in  Public  Law  803,  69th  Congress  (44  Stat.  1424,  approved 
March  4,  1927),  as  amended,  which  are  applicable  under  section 
422(a),  but  are  not  inconsistent  with  any  of  the  criteria  set  forth 
in  subparagraphs  (A)  through  (E)  of  this  paragraph,  as  the 
Secretary,  in  accordance  with  regulations  promulgated  l3y  him, 
determines  to  be  necessary  or  appropriate  to  assure  adequate  com- 
pensation for  total  disability  or  death  due  to  pneumoconiosis. 

The  action  of  the  Secretarj^  in  including  or  failing  to  include  any  State 
workmen's  compensation  law  on  such  list  shall  be  subject  to  judicial 
review  exclusively  in  the  United  States  court  of  appeals  for  the  circuit 
in  which  the  State  is  located  or  the  United  States  Court  of  Appeals  for 
the  District  of  Columbia, 

Sec.  422.  (a)  During  any  period  after  December  31,  1972,  in  which 
a  State  workmen's  compensation  law  is  not  included  on  the  list  pub- 
lished bv  the  Secretary  under  section  421  (b)  of  this  part,  the  provisions 
of  Public  Law  803,  69th  Congress  (44  Stat.  1424,  api^roved  March  4, 
33  use  901-         1927),  as  amended  (other  than  the  provisions  contained  in  sections 
950.  1,  2,  3,  4,  7,  8,  9,  10,  12,  13,  29,  30,  31,  32,  33,  37,  38,  41,  43,  44,  45,  46, 

47,  48,  49,  50,  and  51  thereof)  shall  (except  as  otherwise  provided  in 
this  subsection  and  except  as  the  Secretarj-  shall  by  regulation  other- 
wise provide),  be  applicable  to  each  operator  of  an  underground  coal 
mine  in  such  State  with  respect  to  death  or  total  disability  due  to 
pneumoconiosis  arising  out  of  emplo3'ment  in  such  mine.  In  adminis- 
tering this  part,  the  Secretary-  is  authorized  to  prescribe  in  the  Federal 
Register  such  additional  provisions,  not  inconsistent  with  those  specifi- 
cally excluded  by  this  subsection,  as  he  deems  necessary  to  provide  for 
the  payment  of  benefits  by  such  operator  to  persons  entitled  thereto  as 
provided  in  this  part  and  thereafter  those  provisions  shall  be  applicable 
to  such  operator. 

(b)  During  any  such  period  each  such  operator  shall  be  liable  for 
and  shall  secure  the  payment  of  benefits,  as  provided  in  this  section  and 
section  423  of  this  part. 

(c)  Benefits  shall  be  paid  during  such  period  by  each  such  operator 
under  this  section  to  the  categories  of  persons  entitled  to  benefits  under 
section  412(a)  of  this  title  in  accordance  with  the  regulations  of  the 
Secretary  and  the  Secretary  of  Health,  Education,  and  Welfare  ap- 
plicable under  this  section :  Provided^  That,  except  as  provided  in  sub- 
section (i)  of  this  section,  no  benefit  shall  be  payable  by  an}^  operator 
on  account  of  death  or  total  disability  due  to  pneumoconiosis  which 
did  not  arise,  at  least  in  part,  out  of  employment  in  a  mine  during  the 
period  when  it  was  operated  by  such  operator. 

(d)  Benefits  payable  under  this  section  shall  be  paid  on  a  monthly 
basis  and,  except  as  otherwise  provided  in  this  section,  such  payments 
shall  be  equal  to  the  amounts  specified  in  section  412(a)  of  this  title. 

(e)  Xo  payment  of  benefits  shall  be  required  under  this  section  : 

(1)  except  pursuant  to  a  claim  filed  therefor  in  such  manner,  in 
such  form,  and  containing  such  information,  as  the  Secretary  shall 
by  regulation  prescribe ; 

(2)  for  any  period  prior  to  January  1, 1973 ;  or 

(3)  for  any  period  after  seven  years  after  the  date  of  enactment 
of  this  Act. 
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(f )  Any  claim  for  benefits  under  this  section  shall  be  filed  within 
three  years  of  the  discovery  of  total  disability  due  to  pneumoconiosis 
or,  in  the  case  of  death  due  to  pneumoconiosis,  the  date  of  such  death. 

(g)  The  amount  of  benefits  payable  under  this  section  shall  be 
reduced,  on  a  monthly  or  other  appropriate  basis,  by  the  amount  of 
any  compensation  received  under  or  pursuant  to  any  Federal  or  State 
workmen's  compensation  law  because  of  death  or  disability  due  to 
pneumoconiosis. 

(h)  The  regulations  of  the  Secretary  of  Health,  Education,  and 
Welfare  promulgated  under  section  411  of  this  title  shall  also  be 
applicable  to  claims  under  this  section.  The  Secretary  of  Labor  shall 
by  regulation  establish  standards,  which  may  include  appropriate 
presumptions,  for  determining  whether  pneumoconiosis  arose  out  of 
employment  in  a  particular  underground  coal  mine  or  mines.  The 
Secretary  may  also,  by  regulation,  establish  standards  for  appor- 
tioning liability  for  benefits  under  this  subsection  among  more  than 
one  operator,  where  such  apportionment  is  appropriate. 

(i)  (1)  During  any  period  in  which  this  secti(m  is  applicable  with 
respect  to  a  coal  mine  an  operator  of  such  mine  who,  after  the  date 
of  enactment  of  this  title,  acquired  such  mine  or  substantially^  all  the 
assets  thereof  from  a  person  (hereinafter  referred  to  in  this  para- 
graph as  a  "prior  operator'')  who  was  an  operator  of  such  mine 
on  or  after  the  operative  date  of  this  title  shall  be  liable  for  and  shall, 
in  accordance  with  section  iSo  of  this  part,  secure  the  payment  of 
all  benefits  which  would  have  been  ])ayable  by  the  prior  operator 
under  this  section  with  respect  to  miners  previously  employed  in 
such  mine  if  the  acquisition  had  not  occurred  and  the  prior  operator 
had  continued  to  operate  such  mine. 

(2)  Nothing  in  this  subsection  shall  relieve  any  prior  operator  of 
any  liability  under  this  section. 

Sec.  423.  (a)  During  any  period  in  which  a  State  workmen's  com- 
pensation law  is  not  included  on  the  list  published  by  the  Secretary 
under  section  421(b)  each  opeiator  of  an  underground  coal  mine  in 
such  State  shall  secure  the  payment  of  benefits  for  which  he  is  liable 
under  section  422  by  (1)  (qualifying  as  a  self -insurer  in  accordance 
with  regulations  prescribed  by  the  Secretary,  or  (2)  insuring  and 
keeping  insured  the  payment  of  such  benefits  with  any  stock  company 
or  mutual  company  or  association,  or  with  any  other  person  or  fund, 
including  any  State  fund,  while  such  company,  association,  person 
or  fund  is  authorized  under  the  laws  of  any  State  to  insure  workmen's 
compensation. 

(b)  In  order  to  meet  the  requirements  of  clause  (2)  of  subsection 
(a)  of  this  section,  every  ])olicy  or  contract  of  insurance  must  con- 
tain— 

(1)  a  provision  to  pay  benefits  required  under  section  422,  not- 
Avithstanding  the  provisions  of  the  State  workmen's  compensa- 
tion law  which  may  provide  for  lesser  payments; 

(2)  a  provision  that  insolvency  or  bankruptcy  of  the  operator 
or  discharge  therein  (or  both)  shall  not  relieve  the  carrier  from 
liability  for  such  payments;  and 

(3)  such  other  provisions  as  the  Secretary,  by  regulation,  may 
require. 

(c)  No  policy  or  contract  of  insurance  issued  by  a  carrier  to  comply 
\yith  the  requirements  of  clause  (2)  of  subsection  (a)  of  this  subsec- 
tion shall  be  canceled  prior  to  the  date  specified  in  such  policy  or  con- 
tract for  its  expiration  until  at  least  thirty  days  have  elapsed  after 
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notice  of  cancellation  has  been  sent  by  refristered  or  certified  mail  to 
the  Secretary  and  to  the  operator  at  his  last  known  place  of  business. 

Sec.  424.  If  a  totally  disabled  miner  or  a  widow  is  entitled  to  bene- 
fits under  section  422  and  (1)  an  operator  liable  for  such  benefits  has 
not  obtained  a  policy  or  contract  of  insurance,  or  qualified  as  a  self- 
insurer,  as  required  by  section  423,  or  such  operator  has  not  paid  such 
benefits  within  a  reasonable  time,  or  (2)  there  is  no  operator  who  was 
required  to  secure  the  payment  of  such  benefits,  the  Secretary  shall 
Y>i\Y  such  miner  or  such  widow  the  benefits  to  which  he  or  she  is  so 
entitled.  In  a  case  referred  to  in  clause  (1),  the  operator  shall  be  liable 
to  the  United  States  in  a  civil  action  in  an  amount  equal  to  the  amount 
paid  to  such  miner  or  his  widow  under  this  title. 

Sec.  425.  With  the  consent  and  cooperation  of  State  agencies 
charged  with  administration  of  State  workmen's  compensation  laws, 
the  Secretary  may,  for  the  purpose  of  carrymg  out  his  functions  and 
duties  under  section  422,  utilize  the  services  of  State  and  local  agen- 
cies and  their  employees  and,  notwithstanding  any  other  provision  of 
law,  may  advance  funds  to  or  reimburse  such  State  and  local  agencies 
and  their  employees  for  services  rendered  for  such  purposes. 

Sec.  426.  (a)  The  Secretary  of  Labor  and  the  Secretary  of  Health, 
Education,  and  Welfare  are  authorized  to  issue  such  regulations  as 
each  deems  appropriate  to  carry  out  the  provisions  of  this  title.  Such 
regulations  shall  be  issued  in  conformity  with  section  553  of  title  5  of 
80  Stat.  383.      the  United  States  Code,  notwithstanding  subsection  (a)  thereof. 
Annual  report         (b)  Within  120  days  following  the  convening  of  each  session  of 
to  Congress.       Cougress  the  Secretary  of  Health,  Education,  and  Welfare  shall  sub- 
mit to  the  Congress  an  annual  report  upon  the  subject  matter  of  part 
B  of  this  title,  and,  after  January  1,  1973,  the  Secretary  of  Labor 
shall  also  submit  such  a  report  upon  the  subject  matter  of  part  C  of 
this  title. 

(c)  Nothing  in  this  title  shall  relieve  any  operator  of  the  duty  to 
comply  with  any  State  workmen's  compensation  law,  except  insofar 
as  such  State  law  is  in  conflict  with  the  provisions  of  this  title  and 
the  Secretary  by  regulation,  so  prescribes.  The  provisions  of  any  State 
workmen's  compensation  law  which  provide  greater  benefits  than  the 
benefits  payable  under  this  title  shall  not  thereb}^  be  construed  or  held 
to  be  in  conflict  with  the  provisions  of  this  title. 

TITLE  V— ADMINISTRATION 

research 

^  Sec.  501.  (a)  The  Secretary  and  the  Secretary  of  Health,  Educa- 
tion, and  Welfare,  as  appropriate,  shall  conduct  such  studies,  research, 
experiments,  and  demonstrations  as  may  be  appropriate — 

(1)  to  improve  working  conditions  and  practices  in  coal  mines, 
and  to  prevent  accidents  and  occupational  diseases  originating 
in  the  coal-mining  industry ; 

(2)  to  develop  new  or  improved  methods  of  recovering  persons 
in  coal  mines  after  an  accident ; 

(3)  to  develop  new  or  improved  means  and  methods  of  com- 
munication from  the  surface  to  the  underground  area  of  a  coal 
mine; 

(4)  to  develop  new  or  improved  means  and  methods  of  reduc- 
ing concentrations  of  respirable  dust  in  the  mine  atmosphere  of 
active  workings  of  the  coal  mine ; 
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(5)  to  develop  epidemiological  information  to  (A)  identify 
and  define  positive  factors  involved  in  occupational  diseases  of 
miners,  (B)  provide  information  on  the  incidence  and  prevalence 
of  pneumoconiosis  and  other  respiratory  ailments  of  miners,  and 
(C)  improve  mandatory  health  standards ; 

(6)  to  develop  techniques  for  the  prevention  and  control  of 
occupational  diseases  of  miners,  including  tests  for  hypersuscep- 
tibility  and  early  detection ; 

(7)  to  evaluate  the  effect  on  bodily  impairment  and  occupa- 
tional disability  of  miners  afflicted  with  an  occupational  disease; 

(8)  to  prepare  and  publish  from  time  to  time,  reports  on  all 
significant  aspects  of  occupational  diseases  of  miners  as  well  as 
on  the  medical  aspects  of  injuries,  other  than  diseases,  which  are 
revealed  by  the  research  carried  on  pursuant  to  this  subsection; 

(9)  to  study  the  relationshif)  between  coal  mine  environments 
and  occupational  diseases  of  miners; 

(10)  to  develop  new  and  improved  underground  equipment  and 
other  sources  of  power  for  such  equipment  which  wdll  provide 
greater  safety ;  and 

(11)  for  such  other  purposes  as  they  deem  necessary  to  carry 
out  the  jjurposes  of  this  Act. 

(b)  Activities  under  this  section  in  the  field  of  coal  mine  health 
shall  be  carried  out  by  the  Secretary  of  Health,  Education,  and  Wel- 
fare, and  activities  under  this  section  in  the  field  of  coal  mine  safety 
shall  be  carried  out  by  the  Secretary. 

(c)  In  carrying  out  the  provisions  for  research,  demonstrations,    Availability  of 
experiments,  studies,  training,  and  education  under  this  section  and    info  mat  ion. 
sections  301(b)  and  502(a)  of  this  Act,  the  Secretary  and  the  Secre- 
tary of  Health,  Education,  and  Welfare  may  enter  into  contracts  with, 

and  make  grants  to,  public  and  private  agencies  and  organizations 
and  individuals.  No  research,  demonstrations,  or  experiments  shall  be 
carried  out,  contracted  for,  sponsored,  cosponsored,  or  authorized 
under  authority  of  this  Act,  unless  all  information,  uses,  products, 
processes,  patents,  and  other  developments  resulting  from  such 
research,  demonstrations,  or  experiments  will  (with  such  exception  and 
limitation,  if  any,  as  the  Secretary  or  the  Secretary  of  Health,  Edu- 
cation, and  Welfare  may  find  to  be  necessary  in  the  public  interest) 
be  available  to  the  general  public. 

(d)  The  Secretary  of  Health,  Education,  and  Welfare  shall  also  studies, 
conduct  studies  and  research  into  matters  involving  the  protection  of 

life  and  the  prevention  of  diseases  in  connection  with  persons,  who 
although  not  miners,  work  with,  or  around  the  products  of,  coal  mines 
in  areas  outside  of  such  mines  and  under  conditions  which  may 
adversely  affect  the  health  and  well-being  of  such  persons. 

(e)  There  is  authorized  to  be  appropriated  to  the  Secretary  such  Appropriation, 
sums  as  may  be  necessary  to  carry  out  his  responsibilities  under  this 

section  and  section  301(b)  of  this  Act  at  an  annual  rate  of  not  to 
exceed  $20,000,000  for  the  fiscal  year  ending  June  30, 1970,  $25,000,000 
for  the  fiscal  year  ending  June  30,  1971,  and  $30,000,000  for  the  fiscal 
year  ending  June  30,  1972,  and  for  each  succeeding  fiscal  year  there- 
after. There  is  authorized  to  be  appropriated  annually  to  the  Secre- 
tary of  Health,  Education,  and  Welfare  such  sums  as  may  be 
necessary  to  carry  out  his  responsibilities  under  this  Act.  Such  sums 
shall  remain  available  until  expended. 

(f)  The  Secretary  is  authorized  to  grant  on  a  mine-by-mine  basis  Exceptions, 
an  exception  to  any  mandatory  health  or  safety  standard  under  this 
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Act  for  the  purpose  of  permitting,  under  such  terms  and  conditions  as 
he  may  prescribe,  accredited  educational  institutions  the  opportunity 
for  experimenting  with  new  and  improved  techniques  and  equipment 
to  improve  the  health  and  safety  of  miners.  Xo  such  exception  shall  be 
granted  unless  the  Secretary  finds  that  the  granting  of  the  excej)tion 
will  not  adversely  affect  the  health  and  safety  of  miners  and  publishes 
his  findings. 

(g)  The  Secretary  of  Health,  Education,  and  Welfare  is  authorized 
to  make  grants  to  any  public  or  private  agency,  institution,  or  organi- 
zation, and  operators  or  individuals  for  research  and  experiments  to 
develop  effective  respiratory  equipment. 

TRAINING  AND  EDUCATION 

Sec.  502.  (a)  The  Secretary  shall  expand  programs  for  the  educa- 
tion and  training  of  operators  and  agents  thereof,  and  miners  in — 

(1)  the  recognition,  avoidance,  and  prevention  of  accidents  or 
unsafe  or  unhealthful  working  conditions  in  coal  mines;  and 

(2)  in  the  use  of  flame  safety  lamps,  permissible  methane  detec- 
tors, and  other  means  approved  by  the  Secretary  for  detecting 
methane  and  other  explosive  gases  accurately. 

(b)  The  Secretary  shall,  to  tlie  greatest  extent  possible,  provide 
technical  assistance  to  operators  in  meeting  the  requirements  of  this 
Act  and  in  further  improving  the  health  and  safety  conditions  and 
practices  in  coal  mines. 

ASSISTANCE   TO  STATES 

Sec.  503.  (a)  The  Secretary,  in  coordination  witli  the  Secretary  of 
Health,  Education,  and  Welfare  and  the  Secretary  of  Labor,  is 
authorized  to  make  grants  in  accordance  with  an  application  approved 
under  this  section  to  any  State  in  which  coal  mining  takes  place — 

(1)  to  assist  such  State  in  developing  and  enforcing  effective 
coal  mine  health  and  safety  laws  and  regulations  consistent  with 
the  provisions  of  section  506  of  this  Act ; 

(2)  to  improve  State  workmen's  compensation  and  occupa- 
tional disease  laws  and  programs  related  to  coal  mine  employ- 
ment; and 

(3)  to  promote  Federal-State  coordination  and  cooperation 
in  improving  the  health  and  safety  conditions  in  the  coal  mines. 

(b)  The  Secretary^  shall  approve  any  application  or  any  modification 
thereof,  submitted  under  this  section  by  a  State,  through  its  official 
coal  mine  inspection  or  safety  agency,  which — 

(1)  sets  forth  the  programs,  policies,  and  methods  to  be  fol- 
lowed in  carrying  out  the  application  in  accordance  with  the  pur- 
poses of  subsection  (a)  of  this  section; 

(2)  provides  research  and  planning  studies  to  carry  out  plans 
designed  to  improve  State  workmen's  compensation  and  occupa- 
tional disease  laws  and  programs,  as  they  relate  to  compensation 
to  miners  for  occupationally  caused  diseases  and  injuries  arising 
out  of  em|>loyment  in  any  coal  mine; 

(3)  designates  such  State  coal  mine  inspection  or  safety  agency 
as  the  sole  agency  responsible  for  administering  grants  under 
this  section  throughout  the  State,  and  contains  satisfactory  evi- 
dence that  such  agency  will  have  the  authority  to  carry  out  the 
purposes  of  this  section; 
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(4)  gives  assurances  that  such  agency  has  or  will  employ  an 
adequate  and  competent  stall  of  trained  inspectors  qualified  under 
the  laws  of  such  State  to  make  coal  mine  inspections  within 
such  State ; 

(5)  provides  for  the  extension  and  improvement  of  the  State 
program  for  the  improvement  of  coal  mine  health  and  safety  in 
the  State,  and  provides  that  no  advance  notice  of  an  inspection 
will  be  provided  anyone ; 

(6)  provides  such  fiscal  control  and  fund  accounting  procedures 
as  may  be  appropriate  to  assure  proper  disbursement  and  account- 
ing of  grants  made  to  the  States  under  this  section ; 

(7)  provides  that  the  designated  agency  will  make  such  reports 
to  the  Secretary  in  such  form  and  containing  such  information  as 
the  Secretary  may  from  time  to  time  require ; 

(8)  contains  assurances  that  grants  provided  under  this  section 
will  supplement,  not  supplant,  existing  State  coal  mine  health  and 
safety  programs;  and 

(9)  meets  additional  conditions  which  the  Secretary  may  pre- 
scribe in  furtherance  of,  and  consistent  with,  the  purposes  of  this 
section. 

(c)  The  Secretary  shall  not  finally  disapprove  any  State  applica- 
tion or  modification  thereof  without  first  affording  the  State  agency 
reasonable  notice  and  opportunity  for  a  public  hearing. 

(d)  Any  State  aggrieved  by  a  decision  of  the  Secretary  under  sub- 
section (b)  or  (c)  of  this  section  may  file  within  thirty  days  from  the 
date  of  such  decision  with  the  United  States  Court  of  Appeals  for  the 
District  of  Columbia  a  petition  praying  that  such  action  be  modified 
or  set  aside  in  whole  or  in  part.  The  court  shall  hear  such  appeal  on 
the  record  made  before  the  Secretary.  The  decision  of  the  Secretary 
incorporating  his  findings  of  fact  therein,  if  supported  by  substantial 
evidence  on  the  record  considered  as  a  whole,  shall  be  conclusive.  The 
court  may  affirm,  vacate,  or  remand  the  proceedings  to  the  Secretary 
for  such  further  action  as  it  directs.  The  filing  of  a  petition  under  this 
subsection  shall  not  stay  the  application  of  the  decision  of  the  Secre- 
tary, unless  the  court  so  orders.  The  provisions  of  section  106  (a),  (b), 
and  (c)  of  this  Act  shall  not  be  applicable  to  this  section. 

(e)  Any  State  application  or  modification  thereof  submitted  to  the 
Secretary  under  this  section  may  include  a  program  to  train  State 
inspectors. 

(f )  The  Secretary  shall  cooperate  with  such  State  in  carrying  out 
the  application  or  modification  thereof  and  shall,  as  appropriate, 
develop  and,  where  appropriate,  construct  facilities  for,  and  finance  a 
program  of,  training  of  Federal  and  State  inspectors  jointly.  The 
Secretary  shall  also  cooperate  with  such  State  in  establishing  a  system 
by  wliich  State  and  Federal  inspection  reports  of  coal  mines  located 
in  the  State  are  exchanged  for  the  purpose  of  improving  health  and 
safety  conditions  in  such  mines. 

(g)  The  amount  granted  to  any  coal  mining  State  for  a  fiscal  year 
under  this  section  shall  not  exceed  80  per  centum  of  the  amount 
expended  by  such  State  in  such  year  for  carrying  out  such  application. 

(h)  There  is  authorized  to  be  appropriated  $3,000,000  for  fiscal  Appropriati 
year  1970,  and  $5,000,000  annually  in  each  succeeding  fiscal  year  to 

carry  out  the  provisions  of  this  section,  which  shall  remain  available 
until  expended.  The  Secretary  shall  provide  for  an  equitable  distribu- 
tion of  sums  appropriated  for  grants  under  this  section  to  the  States 
where  there  is  an  approved  application. 
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ECONOMIC  ASSISTANCE 

72  Stat.  387.  Sec.  504:.  (a)  Section  7(b)  of  the  Small  Business  Act,  as  amended, 
15  use  636.        is  amended — 

(1)  by  striking  out  the  period  at  the  end  of  paragraph  (4) 
and  inserting  in  lieu  thereof     and  ";  and 

(2)  by  adding  after  paragraph  (4)  a  new  paragraph  as  follows : 
"  (5)  to  make  such  loans  (either  directly  or  in  cooperation  with 

banks  or  other  lending  institutions  through  agreements  to  par- 
ticipate on  an  immediate  or  deferred  basis)  as  the  Administration 
may  determine  to  be  necessary  or  appropriate  to  assist  any  small 
business  concern  operating  a  coal  mine  in  affecting  additions  to 
or  alterations  in  the  equipment,  facilities,  or  methods  of  opera- 
tion of  such  mine  to  requirements  imposed  by  the  Federal  Coal 
Mine  Health  and  Safety  Act  of  1969,  if  the  Administration  deter- 
mines that  such  concern  is  likely  to  suffer  substantial  economic 
injury  without  assistance  under  this  paragraph." 

(b)  The  third  sentence  of  section  T(b)  of  such  Act  is  amended  by 
inserting  "or  (5) "  after  "paragraph  (3)". 

(c)  Section  4(c)(1)  of  the  Small  Business  Act,  as  amended,  is 
amended  by  inserting  "7(b)  (5) ,"  after  "7(b)  (4),"'. 

(d)  Loans  may  also  be  made  or  guaranteed  for  the  purposes  set 
forth  in  section  7(b)  (5)  of  the  Small  Business  Act,  as  amended  pur- 
suant to  the  provisions  of  section  202  of  the  Public  Works  and  Eco- 

79  Stat.  556.     nomic  Development  A(^t  of  1965,  US  amended. 

42  use  3142. 

INSPECTORS  ;  QUALIFICATIONS  :  TRAINING 

Sec.  505.  The  Secretary  may,  subject  to  the  civil  service  laws, 
appoint  such  emploj^ees  as  he  deems  requisite  for  the  administration 
of  this  Act  and  prescribe  their  duties.  Persons  appointed  as  author- 
ized representatives  of  tlie  Secretary  shall  be  qualified  by  practical 
experience  in  the  mining  of  coal  or  by  experience  as  a  practical  min- 
ing engineer  or  by  education.  Persons  appointed  to  assist  such  repre- 
sentatives in  the  taking  of  samples  of  respirable  dust  for  the  purpose 
of  enforcing  title  II  of  this  Act  shall  be  qualified  by  training,  experi- 
ence, or  education.  The  provisions  of  section  201  of  the  Revenue  and 
Ante,  p.  83.      Expenditure  Control  Act  of  1968  (82  Stat.  251,  270)  shall  not  apply 
5  use  3101        with  respect  to  the  appointment  of  such  authorized  representatives  of 
note.  the  Secretary  or  to  persons  appointed  to  assist  such  representatives 

and  to  carry  out  the  provisions  of  this  Act,  and,  in  applying  the  pro- 
visions of  such  section  to  other  agencies  under  the  Secretary  and  to 
other  agencies  of  the  Government,  such  appointed  persons  shall  not  be 
taken  into  account.  Such  persons  shall  be  adequatelj^^  trained  by  the 
Secretary.  The  Secretary  shall  develop  programs  Avith  educational 
institutions  and  operators  designed  to  enable  persons  to  qualify  for 
positions  in  the  administration  of  this  Act.  In  selecting  persons  and 
training  and  retraining  persons  to  carry  out  the  provisions  of  this  Act, 
the  Secretary  shall  work  with  appropriate  educational  institutions, 
operators,  and  representatives  of  miners  in  developing  and  maintain- 
ing adequate  programs  for  the  training  and  continuing  education  of 
persons,  particularly  inspectors,  and  where  appropriate,  the  Secre- 
tary shall  cooperate  with  such  institutions  in  carrying  out  the  provi- 
sions of  this  section  by  providing  financial  and  technical  assistance 
to  such  institutions. 
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EFFECT  ON  STATE  LAWS 

Sec.  506.  (a)  No  State  law  in  effect  on  the  date  of  enactment  of  this 
Act  or  which  may  become  effective  thereafter  shall  be  superseded  by 
any  provision  of  this  Act  or  order  issued  or  any  mandatory  health  or 
safety  standard,  except  insofar  as  such  State  law  :s  ni  conflict  with  this 
Act  or  with  any  order  issued  or  any  mandatory  health  or  safety 

standard.  ,    •     •  ^ 

(b)  The  provisions  of  any  State  law  or  regulation  m  effect  upon  the 
operative  date  of  this  Act,  or  which  may  become  effective  thereafter, 
which  provide  for  more  stringent  health  and  safety  standards  applica- 
ble to  coal  mines  than  do  the  provisions  of  this  Act  or  any  order  issued 
or  any  mandatory  health  or  safety  standard  shall  not  thereby  be  con- 
strued or  held  to  be  in  conflict  with  this  Act.  The  provisions  of  any 
State  law  or  regulation  in  effect  on  the  date  of  enactment  of  this  Act, 
or  which  may  become  effective  thereafter,  which  provide  for  health 
and  safety  standards  applicable  to  coal  mines  for  which  no  provision 
is  contained  in  this  Act  or  in  any  order  issued  or  any  mandatory  health 
or  safety  standard,  shall  not  beheld  to  be  in  conflict  with  this  Act. 

ADMINISTRATIVE  TROCEDURES 

Sec.  507.  Except  as  otherwise  provided  in  this  Act,  the  provisions 
of  sections  551-559  and  sections  701-706  of  title  5  of  the  United  States 
Code  shall  not  apply  to  the  making  of  any  order,  notice,  or  decision    80  Stat.  381, 
made  pursuant  to  this  Act,  or  to  any  proceeding  for  the  review  thereof.  392. 

REGULATIONS 

Sec.  508.  The  Secretary,  the  Secretary  of  Health,  Education,  and 
Welfare,  and  the  Panel  are  authorized  to  issue  such  regulations  as  each 
deems  appropriate  to  carry  out  any  provision  of  this  Act. 

OPERATIVE  DATE  AND  REPEAL 

Sec.  509.  Except  to  the  extent  an  earlier  date  is  specifically  pro- 
vided in  this  Act,  the  provisions  of  titles  I  and  III  of  this  Act  shall 
become  operative  ninety  days  after  the  date  of  enactment  of  this  Act, 
and  the  provisions  of  title  II  of  this  Act  shall  become  operative  six 
months  after  the  date  of  enactment  of  this  Act.  The  provisions  of  the 
Federal  Coal  Mine  Safety  Act,  as  amended,  are  repealed  on  the  opera- 
tive date  of  titles  I  and  III  of  this  Act,  except  that  such  provisions 
shall  continue  to  apply  to  any  order,  notice,  decision,  or  finding  issued 
under  that  Act  prior  to  such  oj)erative  date  and  to  any  proceedings 
related  to  such  order,  notice,  decision  or  findings.  All  other  provisions 
of  this  Act  shall  be  effective  on  the  date  of  enactment  of  this  Act. 

SEPARABILITY 

Sec.  510.  If  any  provision  of  this  Act,  or  the  application  of  such 
provision  to  any  person  or  circumstance  shall  be  held  invalid,  the 
I    remainder  of  this  Act,  or  the  application  of  such  provision  to  persons 
or  circumstances  other  than  those  as  to  which  it  is  held  invalid,  shall 
not  be  affected  thereby. 

REPORTS 

Sec.  511.  (a)  Within  one  hundred  and  twenty  days  following  the 
convening  of  each  session  of  Congress  the  Secretary  shall  submit 
through  the  President  to  the  Congress  and  to  the  Office  of  Science  and 
Technology  an  annual  report  upon  the  subject  matter  of  this  Act,  the 

I 
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55  Stat.  177. 
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progress  concerning  tlie  achievement  of  its  purposes,  the  needs  and 
requirements  in  the  field  of  coal  mine  health  and  safety,  the  amount 
and  status  of  each  loan  made  pursuant  to  this  Act,  a  description  and 
the  anticipated  cost  of  each  project  and  program  he  has  undertaken 
under  sections  301(b)  and  501,  and  any  other  relevant  information, 
including  any  recommendations  he  deems  appropriate. 

(b)  Within  one  hundred  and  tAventy  days  following  the  convening 
of  each  session  of  Congress,  the  Secretary  of  Health,  Education,  and 
Welfare  shall  submit  through  the  President  to  the  Congress  and  to  the 
Office  of  Science  and  Technology  an  annual  report  upon  the  health 
matters  covered  by  this  Act,  including  the  progress  toward  the  achieve- 
ment of  the  health  purposes  of  this  Act,  the  needs  and  requirements 
in  the  field  of  coal  mine  health,  a  description  and  the  anticipated  cost 
of  each  project  and  program  he  has  undertaken  under  sections  301(b) 
and  501,  and  any  other  relevant  information,  including  any  recom- 
mendations he  deems  appropriate.  The  first  such  report  shall  include 
the  recommendations  of  the  Secretary  of  Health,  Education,  and 
Welfare  as  to  necessary  mandatory  health  standards,  including  his 
recommendations  as  to  the  maximum  permissible  individual  exposure 
to  miners  from  respirable  dust  during  a  shift. 

SPECIAL  REPORT 

Federal  and  Sec.  512.  (a)  The  Secretary  shall  make  a  study  to  determine  the 

state  best  manner  to  coordinate  Federal  and  State  activities  in  the  field  of 

coordination.      coal  mine  health  and  safety  so  as  to  achieve  (1)  maximum  health  and 

safety  protection  for  miners,  (2)  an  avoidance  of  duplication  of  effort, 

(3)  maximum  effectiveness,  (4)  a  reduction  of  delay  to  a  minimum, 

and  (5)  most  effective  use  of  Federal  inspectors. 

(b)  The  Secretary  shall  make  a  report  of  the  results  of  his  study 

to  the  Congress  as  soon  as  practicable  after  the  date  of  enactment  of 

this  Act. 

JURISDICTION  ;  LIMITATION 

Sec.  513.  In  any  proceeding  in  which  the  validity  of  any  interim 
mandatory  health  or  safety  standard  set  forth  in  titles  II  and  III  of 
this  Act  is  in  issue,  no  justice,  judge,  or  court  of  the  United  States  shall 
issue  any  temporary  restraining  order  or  preliminary  injunction 
restraining  the  enforcement  of  such  standard  pending  a  determination 
of  such  issue  on  its  merits. 

Approved  December  30,  1969. 


LEGISLATIVE  HISTORY; 

HOUSE  REPORTS:  No.  91-563  accomparTying  H.  R.  13950  (Comm.  on 
Education  &  Labor)  and  No.  91-751  (Comm.  of 
Conference) . 

SENATE  REPORT  NO.  91-411  (Comm.  on  Labor  &  Public  Welfare). 
CONGRESSIONAL  RECORD,   Vol.  115  (1969): 

Sept.  25,  26,  29,   30,  Oct.  1,  2:  Considered  and  passed 
Senate. 

Oct,  27-29:  Considered  and  passed  House,  amended,  in 

lieu  of  H.R.  13950. 
Dec,  17:     House  agreed  to  conference  report, 
Dec.  18:    Senate  agreed  to  conference  report. 
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Conference  Report  No.  91-761, 

December  16,  1969  (To  accompany  S. 
2917)  —(Title  IV  —  Black  Lung 
Benefits) 


TITLE  IV— BLACK  LUNG  BENEFITS 
PART  A 

The  Senate  bill  set  forth  certain  findings  relative  to  the  need  for,  and 
desirability  of,  a  benefit  program  for  inactive  miners,  their  dependents,  and 
their  surviving  widows  ?ind  children  where  such  miners  are  disabled  or  died 
due  to  complicated  pneumoconiosis.  It  also  provided  that  it  is  the  purpose 
of  title  V  of  the  Senate  bill  to  provide  interim  emergency  health  benefits  to 
coal  miners  who  are  totally  disabled  and  unable  to  be  gainfully  employed 
due  to  complicated  pneumoconiosis,  to  widows  and  children  of  such  miners, 
and  to  develop  further  information  on  the  subject.  The  House  amendment 
did  not  have  such  a  statement  of  purpose.  The  conference  substitute  finds, 
that  there  are  a  significant  number  of  living  coal  miners  who  are  totally 
disabled  from  pneumoconiosis  arising  out  of  employmeni  in  one  or  more  un- 
derground coal  mines;  that  there  are  survivors  of  such  miners  whose  death 
was  due  to  this  disease,  and  that  few  States  provide  such  benefits.  It  also 
states  that  it  is  the  purpose  of  this  title  to  provide  such  benefits  and  to  in- 
sure that  future  adequate  benefits  are  provided  to  coal  miners  and  their  de- 
pendents where  disability  or  death  occurs  from  such  disease. 

The  House  amendment  defined  the  terms  coal  mine,  complicated 
pneumoconiosis,  dependent,  and  widow.  The  Senate  bill  had  no  similar 
provision.  The  conference  agreement  adopts  the  House  language  for 
widows  and  dependents.  It  also  defines  the  terms  pneumoconiosis,  secre- 
tary, miner,  and  total  disability. 

PART  B 

The  Senate  bill  directed  the  Secretary  of  Health,  Education,  and  Wel- 
fare to  develop  and  promulgate  disability  benefits  standards  which  would 
govern  the  determination  of  persons  eligible  to  receive  benefits  and  the 
procedure  used  in  disbursing  such  benefits.  The  standards,  among  other 
things,  are  to  take  into  consideration  the  length  of  employment  in  coal  mines 
deemed  sufficient  to  establish  a  claim.  The  standards  are  effective  upon 
promulgation  unless  a  later  date  of  no  more  than  7  months  after  enact- 
ment is  prescribed.  The  House  amxendment  had  no  similar  provision  bu: 
defined  the  term  complicated  pneumoconiosis.  The  conference  agreement 
directs  the  Secretary  of  Health,  Education,  and  Welfare  to  prescribe  by 
regulation,  standards  to  determine  whether  a  miner  is  totally  disabled  due 
to,  or  died  fromi,  pneumoconiosis.  It  provides  that  the  regulations  shall  not 
be  more  restrictive  than  the  regulations  applicable  to  section  223(d)  of  the 
Social  Security  Act.  It  is  expected  that  initially  the  criteria  applied  by  the 
Secretary  will  be  that  now  applied  under  section  223(d)  of  that  act.  Such 
standards  would,  among  other  things,  require  that  the  administrators  of 
this  program  apply  the  best  medical  means  available  for  ascertaining  the 
disease  in  the  miner. 


The  Senate  bill  provided  for  benefit  payments  to  persons  determined  to 
be  eligible  by  a  State  in  accordance  with  the  standards  o£  the  Secretary  of 
Health,  Education,  and  Welfare  based  upon  the  minimum  monthly  payrr.er.: 
to  which  a  Federal  employee  in  parade  GS-2,  wlio  is  totally  disabled  is  en- 
titled. Under  the  Senate  bill,  tlie  Secretary  of  Health,  Education,  r.r..! 
Welfare  would  make  grants  to  cover  the  entire  cost  of  such  paymcnis 
throug-h  June  30,  1971,  and  to  pay  one-half  of  such  costs  during  the  fisc;.; 
years  ending  June  30,  1972  and  1973.  It  authorized  annual  appropriatior.i 
for  those  3  fiscal  years  with  a  requirement  for  a  proportionate  reduction 
in  grants  and  payments  if  appropriations  are  not  sufficient. 

The  House  amendment  provided  payments  to  miners  totally  disabled 
from  complicated  pneumoconiosis  and  to  the  widows  of  miners  who  suf- 
fered from  complicated  pneumoconiosis  at  the  time  of  death.  The  discr.so 
must  have  arisen  out  of,  or  in  the  course  of,  the  individual's  employn^cr.: 
in  a  coal  mine.  If  he  was  so  employed  for  10  years  or  more,  there  is 
rebuttable  presumption  that  the  disease  so  arose;  if  he  v/as  not,  the  in- 
dividual must  demonstrate  that  his  disease  so  arose.  Anyone  who  suffered 
from  this  disease  is  deemed  to  be  totally  disabled  and  therefore  eligible. 

Under  the  House  amendment,  payments  are  based  upon  the  minimun: 
monthly  payment  to  which  a  Federal  employee  in  grade  GS-2,  who  is 
totally  disabled,  is  entitled  at  the  time  of  payment  under  provisions  of 
Federal  law  relating  to  Federal  employees  (sec.  8112,  title  5,  United  Str/ics 
Godc).  In  the  case  of  total  disability,  the  disabled  individual  is  entitled  ;o 
payment  at  a  rate  equal  to  50  percent  of  such  minimum  monthly  amount. 
The  widow  of  a  miner  entitled  to  payment  would  be  eligible  to  receive  the 
same  amount.  The  payment  would  be  increased  to  allow  for  up  to  three 
dependents.  The  first  dependent  would  increase  the  basic  payment  by  5.) 
percent;  the  second  dependent  by  75  percent;  and  the  third  dependent  by 
100  percent.  The  maximum  monthly  payment,  therefore,  to  which  an 
eligible  individual  is  entitled  under  this  subsection  is  equal  to  the  mininimn 
monthly  payment  such  Federal  employee  is  entitled  to. 

Under  the  House  amendment,  the  Secretary  of  Labor  shall  enter  into 
agreements  with  the  Governors  of  the  States  under  which  the  State  will 
receive  and  adjudicate  claims  under  this  subsection  from  its  residents  and 
under  which  the  payments  will  be  made.  Each  Governor  will  implemor.t 
the  agreement  in  any  manner  he  determines  will  best  effectuate  the  pro\i- 
sions  of  this  subsection.  If  the  Secretary  of  Labor  is  unable  to  enter  into 
an  agreement  with  a  Governor  or  if  a  Governor  requests  him  to  do  so  the 
Secretary  may  make  payments  directly.  When  the  Secretary  of  Labor  hr.s 
an  agreement  with  a  State  he  will  make  a  grant  to  the  State  for  the  pm'- 
pose  of  m.aking  the  individual  payments. 

No  claim  would  be  considered  unless  it  is  filed  (1)  within  1  year  alter 
the  date  an  employed  miner  received  the  results  of  his  first  chest  roentgeno- 
gram as  provided  under  section  203,  or,  if  he  did  not  receive  such  a  c;.«:>t 
roentgenogram,  the  date  he  was  first  afforded  an  opportunity  to  do  ?-j 
under  that  section,  or  (2)  in  the  case  of  any  other  claimant,  within  3  years 
from  the  date  of  enactment  of  this  act,  or,  in  the  case  of  a  claimant  who  is 
a  widow,  within  1  year  after  the  death  of  her  husband  or  within  3  ye.irs 
from  the  date  of  enactment  of  this  act,  whichever  is  the  later. 


The  conference  substitute  provides  that  the  prog:ram  under  part  B  wou'd 
be  administered  by  tlic  Secretary  of  Health,  Education,  and  Welfare  \v;-o, 
based  on  the  heretofore  mentioned  standards,  shall  provide  benefit  pay- 
ments to  miners  for  total  disability  from  pneumoconiosis  and  to  v/idows  of 
miners  whose  death  is  due  to  this  disease.  If  a  miner  who  suffered  or  is 
suffering  from  the  disease  was  or  is  employed  in  one  or  more  underc^round 
coal  mines  for  10  or  more  years,  there  is  a  rebuttable  presumption  that  his 
disease  arose  out  of  such  employment  and  if  a  deceased  miner  was  so  em- 
ployed and  died  from  a  respirable  disease,  there  is  also  a  rebuttable  pre- 
sumption that  death  was  due  to  this  disease.  If  a  miner  is  suffering-  or 
suffered  from  a  chronic  dust  disease  of  the  lung-  based  on  certain  specified 
medical  evidence  as  defined  in  section  411(c)  (3),  there  is  an  irrebuttable 
presumption  that  he  is  totally  disabled  due  to  pneumoconiosis  or  that  his 
death  was  due  to  this  disease.  The  benefit  payments  are  to  be  made  as 
provided  in  the  House  amendment;  that  is,  in  accordance  with  the  mini- 
mum monthly  payment  to  which  a  Federal  employee  in  grade  GS-2  is  en- 
titled for  total  disability.  Benefits  for  miners  are  to  be  reduced  by  an 
amount  equal  to  any  payment  which  the  m^iner  or  his  widow  receives  under 
State  workmen's  compensation,  unemployment  compensation,  or  disability 
insurance  laws  due  to  disability  of  such  miner,  and  the  amount  by  which 
such  payment  to  the  miner  would  be  reduced  on  account  of  excess  earn- 
ings under  the  social  security  laws. 

In  the  case  of  total  disability  of  a  miiner,  the  claims  must  be  filed  on  cr 
before  December  31,  1972.  In  the  case  of  a  widow,  the  claim  must  be 
filed  within  6  months  after  death  of  her  husband  or  by  December  31,  1972, 
whichever  is  later.  Benefits  are  payable  to  a  widow  due  to  death  of  a 
miner  under  part  B  if  the  miner  was  receiving  total  disability  benefits 
prior  to  his  death  or  if  the  death  of  the  miner  occurred  prior  to  January 
1,  1973.  Also,  the  benefit  program  provides  that  no  benefits  shall  be  paid 
after  December  31,  1972,  for  a  miner  who  filed  his  claim  after  December 
31,  1971.  The  House  amendment  provided  that  no  benefit  payments  shall 
be  made  to  residents  of  any  State  which,  after  enactment,  reduces  to  per- 
sons eligible  under  this  program  the  benefits  it  pays  under  its  State  laws 
which  are  applicable  to  its  general  work  force  with  regard  to  workmen's 
compensation,  unemployment  compensation,  and  disability  insurance,  and 
which  are  funded  by  employer  contributions.  Benefit  payments  made  under 
State  programs  funded  by  general  revenues  are  not  included  in  the  mainte- 
nance of  effort  provision  in  the  House  amendment  for  the  reason  that 
they  are  not  considered  to  be  workmen's  compensation,  ur.cmployment 
compensation,  or  disability  insurance  prog-rams  as  such  programs  are  gen- 
erally understood,  and  as  they  are  intended  to  be  luulerstood  within  the 
context  of  this  benefit  program.  Any  changes  in  such  payments  or  pro- 
grams subsequent  to  the  date  of  enactjuent,  therefore,  would  not  affect 
payments  to  the  residents  of  such  State  under  the  House  amendment.  The 
Senate  bill  prohibited  the  making  of  benefit  payments  where  a  State  re- 
duced its  benefits  to  an  eligible  person.  The  conference  substitute  adoprs 
the  House  amendment  without  change  and  together  with  the  above  intent. 


PART  C 


The  conference  substitute  also  provides  that  on  or  after  January  1,  1973, 
benefit  claims  must  be  filed  pursuant  to  applicable  State  workmen's  com- 
pensation laws,  except,  in  any  period  when  miners  or  widows  are  not 
covered  by  any  such  law  which  provides  adequate  coverage  for  pneu- 
moconiosis, they  shall  be  entitled  to  claim  benefits  under  this  provision 
of  the  act.  A  State  workmen's  compensation  law  shall  not  be  deemed  to 
provide  adequate  coverage  for  pneumoconiosis  during  any  period  unless  it 
is  included  in  a  list  of  State  laws  found  by  the  Secretary  of  Labor  and  pub- 
lished by  him,  in  accordance  with  guidelines  set  ior:h  in  this  provision,  to 
be  adequate.  During  any  period  aficr  Decembc:"  31,  1972,  in  which  a 
State  workmen's  compensation  law  is  not  so  included,  the  applicable  pro- 
visions of  the  act  of  March  4,  1927,  as  amended,  shall  be  applicable  to  an 
operator  of  an  underground  coal  mine  in  such  State  with  respect  to  death 
or  disability  due  to  this  disease  arising  out  of  employment  in  such  mine. 
During  such  period,  the  operator  shall  be  liable  for,  and  secure  the  payment 
of,  benefits  to  the  persons  listed  in  section  412(a)  as  provided  in  part  C  of 
this  title,  except  that  no  benefit  payments  shall  be  required  for  any  such 
period  seven  years  after  enactmicnt. 
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March  11,  1970. — Committed  to  the  Committee  of  the  Whole  House  on  the 
State  of  the  Union  and  ordered  to  be  printed 


Mr.  Mills,  from  the  Committee  on  Ways  and  Means, 
submitted  the  following 

REPORT 

together  with 
ADDITIONAL  AND  DISSENTING  TIEWS 

[To  accompany  H.R.  16311] 

The  Committee  on  Ways  and  Means,  to  whom  was  referred  the 
bill  (H.R.  16311)  to  amend  the  Social  Security  Act  to  provide  a  basic 
level  of  financial  assistance  throughout  the  Nation  to  needy  families 
with  children,  to  provide  incentives  for  employment  and  training  of 
members  of  such  families,  to  improve  the  adult  assistance  programs, 
and  to  make  other  changes  to  improve  the  public  assistance  programs, 
having  considered  the  same,  report  favorably  thereon  without  amend- 
ment and  recommend  that  the  bill  do  pass. 

I.  PRINCIPAL  PURPOSES  AND  SCOPE  OF  THE  BILL 

President  Nixon,  in  transmitting  his  recommendations  on  welfare 
reform  to  the  Congress  in  October  of  1969,  declared — 

The  present  welfare  system  has  failed  us — it  has  fostered  family 
breakup,  has  provided  very  little  help  in  many  States  and  has  even 
deepened  dependency  by  all  too  often  making  it  more  attractive 
to  go  on  welfare  than  to  go  to  work. 

I  propose  a  new  approach  that  will  make  it  more  attractive  to 
go  to  work  than  to  go  on  welfare,  and  will  establish  a  nationwide 
minimum  payment  to  dependent  families  with  children. 
The  President  listed  the  following  effects  of  his  proposal : 

For  the  first  time,  all  dependent  families  with  children  in 
America,  regardless  of  where  they  live,  would  be  assured  of 
minimum  standard  payments  based  upon  uniform  and  single 
eligibility  standards. 

(1) 
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For  the  first  time,  the  more  than  2  million  families  who  make 
up  the  ''working  poor*'  would  be  helped  toward  self-suflBciency  and 
away  from  future  welfare  dependency. 

For  the  first  time,  training  and  work  opportunity  with  effective  | 
incentives  would  be  given  millions  of  f amihes  who  would  otherwise  ' 
be  locked  into  a  welfare  system  for  generations.  j 

For  the  first  time,  the  Federal  Government  would  make  a  strong 
contribution  toward  relieving  the  financial  burden  of  welfare 
payments  from  State  governments. 

For  the  first  time,  every  dependent  family  in  America  would  be 
encouraged  to  stay  together,  free  from  economic  pressure  to  j 
spUt  apart.  | 
The  provisions  of  H.R.  16311,  as  reported  by  your  committee  are,  | 
with  certain  exceptions  described  in  this  report,  essentially  patterned  j 
after  the  proposals  of  the  President.  | 
The  bill  is  intended  to  convert  the  existing  program  from  one  which  j 
results  in  people  remaining  in  dependency  to  one  which  will  encourage 
people  to  become  independent  and  self-supporting  through  incentives 
to  take  training  and  enter  employment. 

Your  committee's  bill  would  make  major  improvements  and  re- 
forms in  the  provisions  of  the  Social  Security  Act  relating  to  the 
programs  which  aid  needy  famihes  with  children,  including  coverage 
of  the  working  poor;  the  programs  which  aid  the  aged,  blind,  and 
disabled;  and  the  programs  which  provide  manpower  services,  train- 
ing, employment,  and  child  care  to  welfare  recipients. 

FAMILY  ASSISTANCE 

First,  the  bill  would  make  basic  reforms  in  the  program  which 
furnishes  assistance  to  needy  families  with  children,  remove  inequities 
in  treatment  of  the  working  poor  and  the  non working  poor,  emphasize 
work  incentives  and  work  requirements,  and  improve  and  simplify 
administration  of  such  public  assistance,  by  providing — 

(1)  A  new  basic  Federal  family  assistance  plan,  with  federally 
assisted  State  supplementation,  for  poor  families  with  children 
in  place  of  the  present  program  of  aid  to  families  with  dependent 
children,  but  including  for  the  first  time  coverage  of  poor  families 
regardless  of  the  work  status  of  the  father  (the  States  woult  not 
be  required  to  supplement  payments  to  the  working  poor) ; 

(2)  Requirements  that,  as  a  prereq^uisite  to  receipt  of  benefits, 
every  adult  in  the  assisted  families  (mcluding  the  adult  already 
working)  register  at  the  employment  office  for  work  or  training 
(except  mothers  with  preschool  children  and  persons  who  are  ill 
or  of  advanced  age),  or  sign  up  for  vocational  rehabilitation  if 
handicapped. 

(3)  Uniform,  nation-wide,  eli^bility  requirements  and  pay- 
ment procedures,  both  for  the  basic  Federal  family  assistance  plan 
and  the  State  supplementary  payments; 

(4)  Incentives  for  the  States  to  make  agreements  with  the 
Federal  Government  to  administer  supplementary  payments 
programs;  and 

(5)  New  provisions  holding  deserting  parents  responsible  for 
Federal  payments  made  to  their  families  under  the  family 
assistance  or  State  supplementary  plans. 
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WORK  AND  TRAINING 

Second,  the  bill  improves  the  program  of  employment  and  training 
services  and  of  other  services  (including  child  care)  needed  by  re- 
cipients who  are  registered  at  employment  oflfices  by  providing — 

(1)  A  new  program  of  manpower,  training,  and  employment 
services  to  be  administered  by  the  Secretary  of  Labor  through 
the  State  employment  offices; 

(2)  A  Federal  program  of  full-cost  grants  and  contracts  for 
child  care  services  to  enable  mothers  who  are  required  to  register 
for  training  and  employment  (as  well  as  those  who  register  on  a 
voluntary  basis)  to  participate  in  work  or  training; 

(3)  A  new  system  of  providing  services  to  support  training  or 
employment  through  agreements  between  the  Federal  Govern- 
ment and  the  States;  and 

(4)  A  more  equitable,  uniform,  and  effective  system  of  incentive 
allowances  and  reimbursement  of  work  expenses. 

ADULT  ASSISTANCE 

Third,  the  bill  would  substantially  improve  the  effectiveness  of 
the  adult  assistance  programs  under  the  Social  Security  Act  by 
providing — 

(1)  For  combining  the  present  categories  for  assistance  to  the 
aged,  blind  and  disabled  into  one  combined  adult  assistance 
program  and  for  uniform  requirements  for  such  eligibility  factors 
as  the  level  and  type  of  resources  allowed  and  degree  of  disabiUty 
or  blindness ; 

(2)  That  the  States  assure  that  each  aged,  blind,  or  disabled 
adult  will  receive  assistance  sufficient  to  bring  his  total  income 
up  to  $110  a  month; 

(3)  Incentives  for  the  States  to  enter  into  agreements  for  Fed- 
eral administration  of  the  combined  program;  and 

(4)  A  simplified  Federal  matching  formula  which  will  result  in 
generally  more  favorable  Federal  participation  in  the  cost  of  the 
payments. 

II.  SUMMARY  OF  PRINCIPAL  PROVISIONS 

Family  Assistance  Plan 

eligibility  for  and  amount  of  payments 

Each  family  with  children  whose  nonexcludable  income  (for  defini- 
tion of  excluded  income  see  below)  is  less  than  the  family  benefit 
level — computed  as  $500  each  for  the  first  two  members  of  the  family 
and  $300  for  each  additional  member — would  be  eligible  for  a  payment 
under  the  family  assistance  plan  after  meeting  the  registration  for 
work  or  training  and  other  requirements.  The  amount  of  the  benefit 
j  would  be  the  difference  between  these  amounts  and  the  non-excluded 
j  income.  For  example,  a  family  of  four  with  no  income  would  be  eligible 
for  a  family  assistance  payment  of  $1,600.  Every  needy  family,  both 
those  now  eligible  under  aid  for  families  with  dependent  children 
(including  those  in  families  with  unemployed  fathers  who  are  not 

I  H.  Kept.  91-904  O  2 


I 
I 


4 

covered  because  they  are  in  a  State  which  has  not  exercised  the  option  ' 

to  cover  this  group)  and  those  not  ehgible  because  the  father  is  working  \ 
(the  working  poor)  would  be  eligible. 

In  determining  income  for  the  purpose  of  establishing  eligibility  for  j 

and  the  amount  of  the  family  assistance  payment,  the  following  types  ' 

and  amounts  of  income  would  be  excluded :  I 

(1)  All  earnings  of  a  child  if  regularly  attending  school;  , 

(2)  Infrequently  or  irregularly  received  amounts  of  earned  or  I 
unearned  income,  but  not  more  than  $30  a  quarter  for. each  type;  i 

(3)  Earnings  needed  to  pay  for  necessary  child  care;  j 

(4)  All  earned  income  of  adult  members  of  the  family  at  the 
rate  of  $720  per  year  plus  one-half  of  the  remainder;  | 

(5)  Food  stamps  and  other  public  or  private  charity  (not  | 
including  veterans'  pensions) ; 

(6)  The  training  allowance  for  those  in  training;  | 

(7)  The  tuition  part  of  scholarships  and  fellowships;  and  i 

(8)  Homegrown  and  used  produce. 

A  family  with  more  than  $1,500  in  resources,  other  than  the  home,  ! 
household  goods,  personal  effects  and  property  essential  to  the  family's 
means  of  self-support  would  not  be  eligible  for  family  assistance 

payments.  j 

Eligibility  would  be  computed  on  a  quarterly  basis;  payments  would  i 

generally  be  made  on  a  monthly  basis.  I 

Parents  who  desert  or  abandon  their  families  would  be  liable  to  the  ! 

Federal  Government  for  any  Federal  payments  to  their  families  under  | 

the  family  assistance  plan  and  the  Federal  portion  of  the  State  supple-  i 

mentary  payments  (described  later)  or  for  the  amount  of  a  court  i 

support  order  if  less.  Such  sums  are  to  be  collected  directly  or  by  | 

withholding  them  from  payments  due  the  parents  under  any  Federal  ! 

program.  j 

DEFINITIONS  OF  FAMILY  AND  CHILD  I 

I 

An  eligible  family  must  consist  of  two  or  more  persons  (related  by  I 

blood,  marriage,  or  adoption),  living  together  in  the  United  States,  at  1 

least  one  of  whom  is  a  child  who  is  not  married  to  another  family  I 

member  and  who  is  in  the  care  of  or  dependent  upon  another  member  | 

of  the  family.  Appropriate  State  law  would  be  ajjplied  in  determining  | 
relationships.  A  parent  or  spouse  of  a  parent  who  is  temporarily  absent 
from  the  place  of  residence,  seeking  or  engaging  in  employment 

(including  military  service),  would  be  considered  as  living  in  the  place  i 

of  residence.  A  "child"  is  an  individual  who  is  imder  age  18,  or  a  full-  1 

time  student  under  age  21.  ■ 

REGISTRATION  WITH  PUBLIC  EMPLOYMENT  SERVICE  | 

Each  member  of  a  family  would  be  required  to  register  for  employ-  ! 

ment  or  training  with  a  public  employment  office  unless  he  or  she  is —  ! 

(1)  unable  to  engage  in  work  or  training  because  of  illness, 
disability,  or  age; 

(2)  a  mother  caring  for  a  child  under  6;  j' 

(3)  the  mother  in  cases  in  which  the  father  registers;  ; 

(4)  caring  for  an  ill  member  of  the  household ;  or  j 

(5)  a  child  under  16  or  under  21  if  in  school.  | 
Any  person  who  falls  into  one  of  these  exempt  categories  could  ; 

voluntarily  register  at  the  employment  office. 


5 


Those  who  are  unable  to  participate  in  work  or  training  because  of 
disability  would  be  referred  for  vocational  rehabilitation  services. 

The  Secretary  of  Health,  Education,  and  Welfare  is  required  to 
provide  (for  as  long  as  he  deems  appropriate)  child  care  services  where 
an  individual  is  registered  and  participating  in  training  and  employ- 
ment. 

If  an  individual  required  to  register  refuses  to  do  so  without  good 
cause,  or  refuses  vocational  rehabilitation  services  without  good 
cause,  he  would  not  be  taken  into  account  (but  his  income  would  be 
counted)  in  determining  the  family  benefit.  In  such  a  case,  the  family 
benefit  may  be  paid  to  a  person  outside  the  family  under  a  pro- 
tective payment  arrangement. 

State  Supplementation  of  Family  Assistance  Payment 
kequirements  for  state  supplementation 

Each  State  whose  AFDC  payment  level  in  January  1970  is  higher 
than  the  family  assistance  level  must  agree  to  supplement  the  family 
assistance  payment  (under  the  conditions  specified  in  the  bill)  up  to 
that  level  (except  where  otherwise  provided  by  the  bill)  or  up  to  the 
poverty  level  if  that  is  lower,  in  order  to  be  eligible  for  Federal  funds 
under  Medicaid  and  other  welfare  programs.  Federal  matching  would 
be  available,  except  for  the  working  poor,  at  a  rate  of  30  percent.  The 
matching  maximum  would  be  the  poverty  level  now  in  effect,  but 
brought  up  to  date  annually  by  the  Secretary  of  Health,  Education, 
and  Welfare  to  reflect  increased  living  costs. 

The  States  would  not  have  to  supplement  payments  to  the  working 
poor.  However,  in  addition  to  being  required  to  supplement  cases 
which  would  be  eligible  under  their  present  programs  as  in  effect 
in  January  1970  the  States  would  have  to  supplement  those  cases 
which  would  be  eligible  if  the  program  had  the  same  resources  limita- 
tions as  the  family  assistance  plan  ($1,500  except  for  home,  house- 
hold goods,  and  personal  effects),  the  same  definition  of  family  and 
child,  and  the  same  excludable  income  provisions  (other  than  those 
which  disregard  proportions  of  earned  income).  The  States  also 
would  be  required  to  supplement  the  incomes  of  families  where  the 
father  is  unemployed  (which  is  now  on  an  optional  basis) ,  or  where  the 
child  is  between  age  18  and  21  and  regularly  attending  school  (now 
also  on  an  optional  basis) . 

AMOUNT  OF  SUPPLEMENTARY  PAYMENTS 

The  States  would  be  required  to  follow  the  rules  that  apply  under 
the  family  assistance  plan  in  computing  payments  except  that  special 
rules  would  apply  in  disregarding  earned  income  for  purposes  of  the 
supplementary  payments. 

The  States  would  have  to  exclude  the  first  $720  a  year  ($60  a  month) 
of  earned  income,  plus  (1)  one- third  of  the  earnings  between  $720 
and  twice  the  amount  of  the  family  assistance  payment  which  would  be 
payable  if  the  family  had  no  income,  plus  (2)  one-fifth  of  any  earnings 
above  that  amount.  The  effect  of  the  combined  earnings  exemptions 
under  the  State  supplementation  and  under  the  family  assistance 
plan  is  roughly  the  equivalent  of  present  law  which  provides  for 
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excluding  work  expenses  and  disregarding  the  first  $30  of  monthly 
earnings  plus  one-third  of  earnings  over  that  amount.  For  example,  if 
the  adults  in  a  family  of  four  had  $1,200  in  annual  earned  income  the 
basic  $1,600  family  assistance  payment  would  be  reduced  by  one-half 
of  the  $480  remaining  after  $720  is  deducted  from  $1,200.  Thus,  the 
family  assistance  payment  would  be  reduced  to  $1,360  ($1,600— 
$240) .  If  the  family  lived  in  a  State  where  the  State  payment  (to  a 
family  of  four  with  no  income)  in  January  1970  was  $2,400,  the  re- 
quired States  supplement  payment  would  be  figured  as  follows: 

The  family  assistance  payment — $1,360 — plus  the  earned  income  not 
disregarded — two-thirds  of  the  $480,  or  $320 — is  subtracted  from  the 
$2,400  figure.  This  results  in  a  supplementary  payment  of  $720.  The 
total  income  of  such  a  family  woiild  consist  of  $1,320  in  family  as- 
sistance payment,  $720  in  the  State  supplementary  payment  and 
$1,200  in  earnings,  for  a  total  annual  income  of  $3,280. 

Administration 

administrative  arrangements 

The  bill  provides  for  three  alternative  administrative  arrangements. 
First,  the  Secretary  of  Health,  Education,  and  Welfare  could  make  an 
arrangement  with  a  State  for  the  Federal  Government  to  administer 
both  the  family  assistance  plan  and  the  State  supplementary  program. 
Under  this  arrangement  the  Federal  Government  would  pay  all  ad- 
ministrative costs.  Second,  the  Secretary  could  make  an  agreement 
with  a  State  under  which  the  State  would  administer  the  family  assis- 
tance payments  and  State  supplementary  payments.  Third,  if  the 
Secretary  makes  no  agreement  with  a  State  the  State  will  administer 
the  supplementary  payments  and  the  Federal  Government  will  ad- 
minister the  family  assistance  payments.  Under  the  second  and  third 
arrangements,  the  Federal  Government  would  pay  all  the  cost  of 
administering  the  family  assistance  plan  and  the  Federal  Government 
and  the  States  would  share  equally  in  the  administrative  costs  of  mak- 
ing the  State  supplementary  payments. 

APPEALS  PROCEDURE 

Persons  who  disagree  with  determinations  relating  to  eligibility  for 
or  amounts  of  family  assistance  plan  payments  may  obtain  a  hearing. 
For  persons  on  the  rolls  payments  would  continue  until  there  is  a  deci- 
sion based  on  the  hearing,  which  must  be  rendered  within  90  days  of  a 
request  for  hearing.  If  the  decision  based  on  the  hearing  is  adverse,  the 
money  paid  out  m  the  interim  by  the  Federal  Government  would 
have  to  be  returned.  Final  determinations  are  to  be  subject  to  judicial 
review  in  Federal  district  courts  but  the  Secretary's  decisions  as  to  any 
fact  would  be  conclusive  and  not  subject  to  review  by  the  court. 

SPECIAL  PROVISIONS  FOR  PUERTO  RICO,   GUAM,   AND  THE 
VIRGIN  ISLANDS 

The  family  assistance  plan  applies  to  Puerto  Rico,  Guam,  and  the 
Virgin  Islands,  but  all  of  the  dollar  figures  in  both  the  family  assistance 
plan  and  the  revised  program  of  aid  to  the  aged,  blind,  and  disabled 
(except  for  the  $720  of  earnings  disregarded  under  the  family  assistance 
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plan)  program  are  to  be  modified  (but  only  downward)  by  the  same 
proportion  that  the  per  capita  income  of  each  bears  to  the  per  capita 
income  of  the  lowest  per  capita-income  State. 

Work  and  Training  Programs 

existing  program  repealed 

The  existing  work  incentive  program  (which  went  into  effect  in  all 
the  States  on  July  1,  1969)  would  be  repealed  and  a  new  program 
would  be  established  to  take  its  place. 

OPERATION  OF  PROGRAM 

The  Secretary  of  Labor  would,  under  his  own  priorities  for  the 
selection  of  participants,  assure  the  development  of  an  employability 
plan  for  each  individual  registered  with  the  employment  office  under 
the  program.  The  training  and  employment  potentials  of  the  working 
poor  who  are  registered  will  be  closely  examined  toward  the  end  of 
lessening,  or  completely  eliminating,  their  dependency  on  cash  bene- 
fits under  the  program.  Mothers  with  pre-school  children  who  vol- 
unteer would  be  given  the  same  consideration  for  participation  as 
those  who  are  referred  on  a  mandatory  basis. 

The  individuals  would  then  receive  the  services  and  training  called 
for  under  the  plan  (including  grants  to  relocate  a  family  to  find  em- 
ployment). The  training  and  services  would  be  similar  to  those  cur- 
rently provided  under  the  WIN  program,  including  special  work 
projects  for  the  performance  of  work  in  the  public  interest  through 
contracts  with  governmental  agencies  and  nonprofit  organizations. 
The  Secretary  of  Labor  would  be  re(juired  to  use  other  manpower 
programs  to  the  maximum  extent  feasible.  The  State  welfare  depart- 
ments would  be  required  to  provide  health  and  other  supportive 
services  to  facilitate  the  participation  of  individuals  in  the  training 
program. 

Appropriations  are  authorized  to  meet  up  to  90  percent  of  the  cost 
of  the  training  program.  The  non-Federal  contribution  could  be  made 
in  cash  or  in  kind.  If  the  required  non-Federal  matching  of  10  percent 
was  not  met  in  any  State,  a  portion  of  its  Federal  share  of  medicaid 
and  other  welfare  program  expenditures  would  be  withheld  until  the 
deficit  was  made  up.  Authorization  is  also  made  for  advance  funding. 
The  Secretary  of  Health,  Education,  and  Welfare  may  transfer  to  the 
Secretary  of  Labor  the  amount  of  money  that  family  assistance 
recipients  would  have  received  if  they  were  not  being  paid  wages  under 
a  Labor  Department  on-the-job  training  program.  These  funds  are  to 
be  available  to  support  such  programs. 

TRAINING  ALLOWANCES 

Each  person  participating  in  the  training  program  would  receive 
an  allowance  of  $30  a  month.  Larger  incentive  payments  may  be 
available  for  participants  in  institutional  programs  where  MDTA 
allowances  are  payable.  The  Secretary  of  Labor  would  also  provide 
allowances  to  cover  the  transportation  and  other  costs  directly  asso- 
ciated with  the  training. 
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REFXTSAL  TO  ACCEPT  TRAINING  OR  EMPLOYMENT 

An  individual  who,  without  good  cause,  refuses  to  accept  suitable 
training  or  employment  would  receive  the  same  treatment  as  a  person 
who  refuses  to  register. 

CHILD  CARE 

The  Secretary  of  Health,  Education,  and  Welfare  both  directly 
(by  contract  or  grant  to  public  or  private  agencies)  and  through  a 
system  of  prime  grantees  is  required  to  provide  necessary  child  care 
services  for  individuals  participating  in  training  or  employment  under 
the  manpower  program.  The  Secretary  is  authorized  to  make  grants  for 
up  to  100  percent  of  the  costs  of  child  care  projects  to  public  or  non- 
profit private  agencies  which,  in  a  particular  geographic  area,  will 
assure  that  day  care  is  provided  to  manpower  training  participants. 
Such  prime  grantees  would  be  designated  by  the  appropriate  elected 
or  appointed  oflScial  or  oflBcials  in  such  area  and  would  have  to  dem- 
onstrate a  capacity  to  work  effectively  with  the  manpower  agency. 
Where  appropriate,  group  or  institutional  care  for  children  attending 
school  would  be  provided  through  arrangements  with  a  local  educa- 
tional agency.  Child  care  would  be  provided  in  the  light  of  the  differ- 
ent circumstances  and  needs  of  the  children  involved,  and  where  a 
family  is  able  to  pay  for  care  the  Secretary  could  charge  a  fee  reason- 
ably related  to  that  ability.  Appropriations  (no  dollar  amount  speci- 
fied) and  advance  funding  are  authorized. 

EVALUATION  AND  ANNUAL  REPORT 

The  Secretaries  of  Labor  and  Health,  Education,  and  Welfare  would 
be  required  to  provide  continual  evaluation  of  the  manpower  and 
employment  program.  The  Secretary  of  Labor  may  contract  for 
independent  evaluation,  and  he  may  establish  a  data  collection, 
processing,  and  retrieval  system.  The  Secretary  of  Labor  would  file 
an  annual  report  with  the  Congress  on  the  operation  of  the  training 
program,  and  the  Secretarjr  of  Health,  Education,  and  Welfare  would 
report  similarly  on  the  child  care  and  supportive  services  provided 
under  the  bill.  The  first  of  such  reports  would  be  due  on  or  before 
September  1,  1972.  An  authorization  of  $15  million  a  year  is  provided 
for  research  and  evaluation  activities  relating  to  work  and  training. 

Social  Services  for  Families  With  Dependent  Children 

The  present  program  of  aid  to  families  with  dependent  children 
would  be  changed  by  removing  all  cash  assistance  provisions.  The 
provisions  of  present  law  under  which  the  costs  of  social  services,  cer- 
tain foster  care,  and  emergency  assistance  are  subject  to  50-75  percent 
Federal  matching  would  be  retained. 

Aid  to  the  Aged,  Blind,  and  Disabled 

federal  standards  and  requirements 

The  present  provisions  for  programs  for  aid  to  the  needy  aged, 
blind,  and  disabled  are  repealed  and  a  new  combined  Federal-State 
program  is  established  to  cover  essentially  the  same  people. 
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Under  the  new  program,  the  States  could  not  have  (1)  any  duration 
of  residence  requirement,  (2)  any  citizenship  requirement  which 
includes  any  U.S.  citizen,  or  (3)  a  requirement  which  would  exclude 
aliens  lawfully  admitted  for  permanent  residence  who  have  resided  in 
the  United  States  continuously  for  5  years  immediately  prior  to 
application,  or  (4)  relative  responsibility  provisions  other  than  for 
spouses  or  parents  of  recipients. 

The  States  would  be  required  to  (1)  provide  a  payment  sufficient 
to  bring  an  individual's  total  income  up  to  at  least  $110  a  month, 
or,  if  higher,  the  standard  in  effect  on  the  date  of  enactment,  (2) 
follow  the  Secretary's  definitions  of  blindness  and  disability,  (3)  make 
applicable  to  the  disabled  the  mandatory  disregard  of  the  first  $85  a 
month  of  earned  income  plus  one-half  of  the  remainder,  now  applicable 
to  the  blind,  (4)  make  applicable  to  the  aged  on  an  optional  basis  the 
same  earnings  exemption  ($60  a  month  plus  one-half  of  additional 
earnings)  applicable  to  the  family  assistance  plan,  and  (5)  use  the 
Federal  definition  of  allowable  resources  applicable  to  the  family 
assistance  plan  ($1,500  plus  home,  personal  effects,  and  income- 
producing  property  essential  to  the  person's  support).  The  provision 
in  the  Social  Security  Amendments  of  1969  requiring  the  States  to 
pass  along  to  adult  assistance  recipients  $4  of  the  social  security 
benefit  increase,  which  as  enacted  applies  only  to  the  months  of 
April,  May,  and  June  1970,  would  be  continued  indefinitely. 

FEDERAL  MATCHING  PROVISIONS 

The  Federal  Government  would  pay  90  percent  of  the  first  $65  of 
average  payments  made  to  eligible  adult  assistance  recipients,  and  25 
percent  of  the  remainder  up  to  a  limit  to  be  set  by  the  Secretary.  The 
Federal  Government  would  also  pay  50  percent  of  the  administrative 
costs  of  the  adult  programs. 

ADMINISTRATION 

The  States  could  continue  to  administer  the  adult  programs,  or  the 
Secretary  could  enter  into  an  agreement  with  a  State  under  which  the 
Federal  Government  would  perform  all  or  some  of  the  functions  in- 
volved in  making  payments  under  the  program.  In  the  latter  case,  the 
Federal  Government  would  pay  all  administrative  costs. 

Effective  Date 

The  provisions  of  the  bill  (except  for  authorization  for  money  to 
support  child  care  projects  which  would  be  effective  upon  enactment) 
would  be  effective  on  July  1,  1971,  with  special  provisions  for  States 
with  statutes  that  would  prevent  them  from  complying  with  the  bill 
at  that  time. 

III.  GENERAL  DISCUSSION  OF  THE  BILL 

A.  Establishment  of  a  Plan  for  Assistance  to 
Families  With  Children 

Your  committee  is  very  concerned  about  the  rapid  growth  in  the 
number,  as  well  as  the  increase  in  the  proportion,  of  children  receiving 
aid  under  AFDC  programs.  Since  1960,  the  number  of  recipients  has 
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increased  from  2.4  million  to  about  6.7  million.  Moreover,  the  propor- 
tion of  children  receiving  assistance  has  been  rapidly  increasing — 
from  30  children  per  1,000  in  1955  to  about  60  children  per  1,000  in 
1970.  In  addition  the  costs  of  these  programs  have  more  than  tripled 
during  the  last  10  years  (to  about  $4  billion  at  present)  and,  according 
to  estimates  by  the  Department  of  Health,  Education,  and  Welfare, 
could  more  than  double  again  during  the  next  5  years  unless  action  is 
taken  now  to  deal  with  the  underlying  causes  of  this  crushing  in- 
crease in  both  costs  and  numbers  of  recipients. 

The  major  part  of  the  increase  has  resulted  from  the  added  number 
of  families  who  receive  aid  because  the  father  is  absent  from  the 
home.  These  cases,  including  those  in  which  the  father  has  abandoned 
his  family  and  cases  in  which  the  mother  is  not  married  to  the  father, 
now  make  up  over  three-fourths  of  the  families  on  the  AFDC  rolls. 

Your  committee  made  a  number  of  modifications  in  the  family 
assistance  provisions  of  the  bill  proposed  by  the  administration  which 
are  designed  to  halt  the  trends  that  have  existed  in  the  growth  of  the 
number  of  families  on  the  AFDC  rolls. 

During  its  deliberations,  the  principal  efforts  of  your  committee 
were  in  the  direction  of  strengthening  the  provisions  of  the  legislation 
to  assure  the  establishment  of  an  effective  work  and  training  program, 
building  upon  the  groundwork  that  has  been  laid  in  putting  the 
existing  work  incentive  program  into  operation.  It  is  the  clear  intention 
of  your  committee,  based  upon  assurances  given  by  the  Secretary  of 
Health,  Education,  and  Welfare  and  the  Secretary  of  Labor,  that  the 
work  and  training  program  will  provide  a  method  of  guaranteeing 
that  all  adult  members  of  families  receiving  assistance  under  the  family 
assistance  plan  will  receive  all  available  training  and  employment 
services  and  other  supportive  services,  including  child  care,  necessary 
to  assist  them  in  obtaining  employment  and  ultimately  attaining 
self-support. 

Your  committee  wishes  to  emphasize  its  clear  understanding  that 
all  adult  family  assistance  recipients,  except  for  those  specifically 
exempted  by  the  bill,  must  register  for  training  or  employment.  Con- 
trary to  the  administration's  proposal,  under  the  committee  biU  this 
requirement  applies  to  the  working  poor  as  well  as  to  those  who  are 
unemployed  or  working  part  time.  The  committee  believes  this  is  an 
essential  difference  and  a  material  improvement  in  the  bill.  Under  this 
modification  the  employment  status  of  many  of  the  working  poor 
parents  will  be  improved  and  upgraded. 

Your  committee  also  added  to  the  bill  provisions  holding  parents 
who  abandon  their  families  responsible  for  Federal  assistance  received 
by  their  families.  This  new  approach  plus  greater  emphasis  by  the 
Federal  Government  and  the  States  in  implementing  the  determina- 
tion of  paternity,  the  location  of  absent  parents  and  the  enforcement 
of  support  provisions  of  the  1967  Social  Security  Amendments  should 
have  some  effect  in  reducing  the  growth  of  the  assistance  rolls. 

Several  times  in  the  past  your  committee  has  attempted,  within  the 
framework  of  the  existing  AFDC  programs,  to  provide  measures 
through  which  families  could  be  assisted  in  maintaining  stability  and 
achieving  economic  independence.  In  the  course  of  the  last  decade, 
major  legislation  providmg  for  a  wide  range  of  services  to  AFDC 
families  and  for  strong  emphasis  on  work  and  training  for  assistance 
recipients  has  been  enacted.  The  legislation  enacted  in  1962  and  1967 
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attempted  to  reverse  the  increasing  dependence  of  families  on  assist- 
ance. It  has  become  obvious,  however,  that  basic  structural  and 
administrative  changes  in  the  AFDC  programs  are  necessary  if  the 
present  trends  of  family  instability  and  dependence  on  welfare  are  to 
be  halted  and  reversed. 

The  major  thrust  of  the  bill  is  toward: 

1.  Equitable  treatment  of  working  poor  families; 

2.  The  reduction  of  variations  in  payment  levels  among  the 
States  through  the  introduction  of  a  Federal  floor  for  family 
assistance  payments; 

3.  Assisting  families  in  achieving  economic  independence 
through  a  national  uniform  requirement  to  register  for  employ- 
ment and  training  and  the  establishment  of  a  strengthened 
manpower  training  program. 

The  overall  plan  represents  a  new  direction  for  family  assistance  and 
was  designed  to  carry  out  the  intent  of  your  committee  to  reduce 
dependence  on  assistance  and  restore  more  families  to  employment 
and  self-reliance,  and  thereby  eventually  reverse  the  present  trend  of 
spiraling  cost  and  increasing  dependence  upon  welfare. 

1.  THE  FAMILY  ASSISTANCE  PLAN 

a.  Eligibility  jor  and  amount  of  family  assistance  payments 

(1)  Eligibility. — Each  family  with  children  under  18  (or  under  21 
if  attending  school)  whose  income  (other  than  that  excluded)  is  less 
than  $500  per  year  for  each  of  the  first  two  family  members  and 
$300  per  year  for  each  additional  family  member,  and  whose  resources 
(other  than  those  excluded — the  home,  the  household  goods,  personal 
effects,  etc.)  are  less  than  $1,500  would  be  eligible  to  receive  a  family 
assistance  benefit. 

Your  committee  believes  that  one  inequity  in  the  present  AFDC 
program  that  should  be  remedied  at  this  time  is  the  exclusion  of 
needy  families  where  the  father  is  in  the  home  and  fully  employed. 
Your  committee  believes  it  is  bad  social  policy  to  have  families  in 
like  situations  treated  differently  because  of  the  employment  status 
of  the  family  head.  The  exclusion  of  families  in  which  the  father  is 
working  has  acted  as  an  incentive  to  fathers  to  become  unemployed 
or  leave  home  in  order  to  qualify  their  families  for  assistance.  The 
bill  would,  therefore,  include  working  poor  families  under  the  pro- 
gram and  provide  a  uniform  earnings  exemption  which  is  equally 
applicable  to  families  with  male  and  female  heads  as  well  as  those 
who  are  fully  and  partially  employed.  For  purposes  of  Federal  benefits 
under  the  family  assistance  plan,  the  first  $60  a  month  in  earnings 
would  be  disregarded  plus  one-half  of  the  remainder,  so  that  it  would  be 
possible,  for  example,  to  have  a  family  of  four  receiving  some  benefits 
under  the  program  up  until  its  income  exceeds  $3,920. 

Your  committee's  bill  would  eliminate  two  other  situations  of  lack 
of  equal  treatment.  At  present,  AFDC  benefits  are  available  to  families 
with  unemployed  fathers  in  some  States,  but  not  in  others.  Second, 
unemployment  has  been  defined  by  the  Department  of  Health, 
Education,  and  Welfare  as  working  for  less  than  30  hours  a  week, 
which  may  be  an  incentive  for  many  families  to  restrict  their  work 
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activities.  These  two  distinctions  would  be  eliminated  as  to  Federal 
benefits  under  the  new  program. 

The  committee  agrees  with  the  administration  that  it  is  essential 
that  we  do  not  perpetuate  the  situation  where  working  people  see  little 
or  no  economic  advantage  in  continuing  in  employment  and  drop  out 
of  the  work  force  to  become  totally  dependent  on  the  welfare  system. 

(2)  Amount. — The  family  assistance  benefit  would  consist  of  $500  per 
year  for  each  of  the  first  two  family  members,  plus  $300  per  year  for  each 
additional  family  member,  and  would  be  reduced  by  nonexcluded 
income.  In  any  family  there  are  certain  common  expenses  in  housing, 
utilities,  fuel,  etc.,  which  must  be  met.  Since  the  smallest  family  that 
will  be  covered  is  one  consisting  of  two  persons,  your  committee 
believes  that  it  is  logical  that  the  amount  provided  for  each  of  the 
first  two  members  of  the  family  be  larger  than  the  amounts  provided 
for  each  additional  member  of  the  family. 

These  payment  rates  establish  a  Federal  income  maintenance  floor 
which  in  most  States  will  be  increased  by  required  State  supplementa- 
tion for  all  families  except  the  working  poor.  In  the  eight  States 
whose  AFDC  payments  are  now  lower  than  the  basic  Federal  floor, 
the  biU  provides  an  increase  in  the  level  of  aid  to  needy  families  with 
children.  The  amount  of  payments  may  be  lower  in  the  case  of  indi- 
viduals in  Puerto  Rico,  the  Virgin  Islands,  and  Guam  than  in  the 
States,  but  would  be  substantially  higher  than  at  present. 

(3)  Period  for  determination  of  benefits. — Your  committee's  bill 
provides  that  a  family's  eligibility  for  benefits,  and  the  amount  of 
its  benefits  would  be  determined  for  each  calendar  quarter  on  the 
basis  of  estimates  of  income  for  that  quarter,  made  in  the  light  of 
income  received  in  previous  quarters.  The  estimates  could  be  modified 
in  the  light  of  changes  in  circumstances  and  conditions,  and  in  accord- 
ance with  regulations  regarding  applications  filed  late  in  a  quarter, 
or  in  cases  in  which  income  and  expenses  in  one  period  are  to  some 
extent  attributed  to  another  period.  Provision  is  also  made  for  render- 
ing a  family  ineligible  for  benefits  if  its  gross  income  from  a  trade  or 
business  is  unduly  large. 

The  bill  would  provide  for  use  of  a  calendar-quarter  accounting 
period  rather  than  a  shorter  period,  such  as  a  month,  or  a  longer  period, 
such  as  a  year.  One  important  advantage  of  the  quarterly  accounting 
period  is  that  it  would  facilitate  verification  of  earnings  through  use  of 
social  security  records,  since  social  security  earnings  are  reported  on  a 
quarterly  basis.  Records  of  monthly  earnings  are  not  available  from 
either  the  Social  Security  Administration  or  the  Internal  Revenue 
Service. 

Your  committee's  bill  would  allow  the  Secretary  of  Health,  Educa- 
tion, and  Welfare  to  prescribe  by  regulation  the  circumstances  under 
which  and  extent  to  which  a  family's  payments  wiU  be  reduced  be- 
cause the  application  for  payments  was  filed  some  time  after  the 
beginning  oi  a  quarter.  Many  potential  applicants  would  not  know 
that  they  would  lose  payments  by  not  filing  when  they  were  first 
eligible,  and  in  addition,  there  would  be  many  reasons  why  an  appli- 
cation could  not  be  filed  as  soon  as  the  need  arose — e.g.  the  only 
adult  member  of  the  family  could  be  ill,  or  unaware  of  possible  help, 
with  the  result  that  he  would  fail  to  file  as  early  in  the  calendar 
quarter  as  he  should. 


13 


Your  committee  has  concluded  that,  in  some  cases,  in  order  to 
prevent  inequity  it  would  not  be  appropriate  to  count  as  income  for  a 
quarter  all  income  received  in  that  quarter,  a  part  of  which  should 
properly  be  distributed  to  prior  or  subsequent  quarters.  For  example 
a  self-employed  farmer  often  receives  the  bulk  of  his  income  in  the  fall 
when  his  crops  are  sold,  and  little  or  no  income  during  the  rest  of  the 
year.  If  such  a  person's  income  were  counted  in  the  quarter  in  which 
it  is  received,  he  could  get  no  payments  for  that  quarter.  Conversely, 
the  amount  of  income  received  in  a  single  quarter  might  be  sufficient  to 
disqualify  a  family  for  any  payments  during  the  year.  Your  committee^s 
bill  provides,  therefore,  that,  in  determining  eligibility  and  payment 
amounts,  the  Secretary  of  Health,  Education,  and  Welfare  may  allocate 
income  received  in  a  given  quarter  to  prior  or  subsequent  quarters  In 
the  case  of  self-employment  income,  your  committee  expects  that  the 
Secretary  would  ordinarily  allocate  the  annual  income  evenly  to  each 
of  the  four  quarters  of  the  year,  unless  the  nature  and  circumstances  of 
the  self-employment  income  were  such  as  to  make  this  allocation  in- 
appropriate. Payment  amounts  would  be  determined  as  though  in- 
come were  earned  in  the  quarter  to  which  the  income  is  assigned. 

(4)  Special  limits  on  gross  income. — Your  committee  believes  that 
the  net  earnings  from  farming  and  certain  other  businesses  require 
special  treatment.  People  in  such  businesses  may  have  substantial 
gross  incomes  during  a  year  but  net  earnings  small  enough  to  qualify 
themselves  and  their  families  for  payments  under  the  family  assistance 
plan.  The  net  earnings  of  a  family  whose  income  is  derived  from  a  busi- 
ness can  fluctuate  considerably  from  year  to  year.  The  net  earnings 
may  be  high  in  one  year  and  very  low  the  next  year.  One  reason  for 
this  is  that  a  businessman  has  considerable  control  over  the  amount 
of  h's  net  earnings;  he  may  choose  the  time  to  incur  a  number  of  busi- 
ness expenses  in  order  to  increase  or  decrease  his  net  earnings  in  any 
given  year. 

Also  the  amount  of  net  earnings  depends  to  a  large  extent  on  business 
expenses,  which  are  deductible  for  income  tax  purposes.  Depreciation 
allowances  and  other  income  tax  deductions,  for  example,  reduce  the 
net  earnings  of  a  businessman  without  actually  reducing  his  spendable 
income. 

In  the  opinion  of  your  committee  it  would  be  inappropriate  to  permit 
people  who  have  a  large  gross  income  to  get  family  assistance  pay- 
ments when  they  have  a  substantial  cash  flow  from  which  they  live  in 
moderate  or  better-than-moderate  circumstances.  For  this  reason, 
your  committee's  bill  permits  the  Secretary  of  Health,  Education,  and 
Welfare  to  consider  ineligible  a  family  that  has  substantial  gross 
income  from  a  trade  or  business. 

b.  Income 

(1)  Meaning  oj  income. — 

Earned  income  is  defined  as  remuneration  from  employment  and 
net  earnings  from  self -employment.  Earned  income  from  employment 
excludes  certain  items  that  are  also  excluded  from  covered  wages 
under  old-age,  survivors,  and  disability  insurance. 

Net  earnings  from  self-employment  are  defined  in  the  bill  by  refer- 
ence to  the  present  definition  applicable  to  old-age,  survivors,  and 
disability  insurance,  with  the  exception  of  certain  provisions  of  the 
old-age,  survivors,  and  disability  insurance  definition  which  your 
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committee  believes  inappropriate  for  the  family  assistance  plan,  such 
as  the  special  provision  under  which  a  farmer's  net  income  may  be 
presumed  to  be  a  given  percent  of  his  gross  income. 

Under  your  committee's  bill,  certain  items  are  specifically  included 
in  unearned  income  in  order  to  avoid  the  necessity  of  deciding  close 
questions  as  to  whether  they  are  to  be  treated  as  earned  or  unearned. 
Thus,  annuities  (which  frequently  result  from  past  earnings)  are 
counted  as  unearned  income,  as  are  prizes  and  the  proceeds  of  life 
insurance. 

(2)  Exclusions  from  income. — 

(a)  Student  income. — ^Your  committee's  bill  would  provide,  subject 
to  limitations  prescribed  by  the  Secretary  of  Health,  Education,  and 
Welfare,  for  exclusion  of  the  earned  income  of  a  child  who  is  regularly 
attending  school.  Existing  law,  in  addition  to  excluding  the  earned 
income  of  a  child  who  is  a  full-time  student,  also  excludes  the  earned 
income  of  a  part-time  student  with  a  less  than  full-time  job. 

Your  committee  continues  to  believe  that  special  treatment  of  earn- 
ings of  students  is  warranted  so  that  these  earnings  may  help  to  finance 
school  attendance  and  offer  tangible  rewards  that  encourage  work 
habits.  The  purpose  of  authorizing  the  Secretary  to  prescribe  limita- 
tions on  the  earned  income  of  a  student  that  may  be  excluded  is  to 
make  allowance  for  the  fact  that  a  few  students  may  have  exceptionally 
large  earned  incomes,  at  least  some  of  which  should  go  to  reduce  the 
family  benefit. 

(b)  Irregular  income  of  $30  or  less  a  quarter. — In  determining  income 
under  the  family  assistance  plan,  the  Secretary  is  authorized  to  exclude 
unearned  income  of  $30  or  less  a  quarter  and  in  addition  earned  income 
of  $30  or  less  a  quarter,  provided  that  such  earned  and  unearned  in- 
come is  received  infrequently  or  irregularly.  Your  committee  believes 
that  the  provision  for  exempting  such  income  would  facilitate  ad- 
ministration since  it  would  be  possible  to  ignore  very  small  amounts 
of  income  irregularly  or  infrequently  received.  A  small  cash  gift,  for 
example,  could  be  excluded.  Similarly,  earnings  within  the  $30  quar- 
terly limits  from  occasional  work,  such  as  babysitting,  performed  on 
an  irregular  or  infrequent  basis,  could  be  excluded. 

(c)  Child  care  expenses. — Your  committee's  bill  would  provide  for 
the  exclusion  of  an  amount  of  earned  income  ofa  family  equal  to  all 
or  part  (according  to  a  schedule  prescribed  by  the  Secretary)  of  the 
cost  of  child  care  which  was  necessary  for  securing  or  continuing 
manpower  training,  vocational  rehabilitation,  or  employment.  Your 
committee  believes  that,  since  child  care  is  frequently  costly,  failure 
to  exclude  the  cost  of  this  care  from  income  in  determining  the  amount 
of  the  family  assistance  payment  might  well  create  a  disincentive, 

if  not  a  total  barrier,  to  employment  on  the  part  of  some  mothers.  ' 
Under  other  provisions  in  the  bill  the  Secretary  of  Health,  Education, 
and  Welfare  is  required  to  assure  that  child  care  is  available  for 
mothers  who  are  in  training. 

(d)  First  $720  of  earnings  a  year  plus  one-half  of  the  remainder. — 
Under  present  AFDC  programs,  a  State  is  required  to  disregard 
student  income,  necessary  expenses  of  employment,  and  the  first  $30 
a  month  of  the  total  of  the  family's  earned  income  plus  one-third  of 
the  remainder  of  such  income.  (In  addition,  a  State  may,  but  is  not  j 
required  to,  disregard  not  more  than  $5  per  month  of  additional 
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income.)  Your  committee's  bill  provides  for  removing  the  present 
provisions  and  provides  instead  for  exempting  the  first  $720  per  year 
(or  proportionately  smaller  amounts  for  shorter  periods)  of  earned 
income  of  the  family  in  determining  the  amount  of  the  family  assist- 
ance payment.  This  exclusion  is  intended  to  take  account  of  work- 
related  expenses  and  to  avoid  any  disincentive  to  employment  that 
such  expenses — for  example,  the  cost  of  transportation,  lunches,  and 
employment  taxes — might  otherwise  create.  The  bill  would  also 
exclude  one-half  of  the  family's  earned  income  above  the  exempt 
amount.  (As  indicated  above  the  earned  income  of  a  student  would 
generally  be  excluded  entirely).  Your  committee  believes  that  this 
treatment  of  earned  income  would  set  a  uniform  standard  and  provide 
a  strong  incentive  both  to  take  employment  or  to  increase  employment 
activity. 

(e)  Other  aid  based  on  need. — Your  committee's  bill  would  provide 
that  food  stamps  and  other  assistance  (not  including  veterans'  pen- 
sions) provided  on  a  basis  of  need  by  a  public  or  private  agency  would 
have  no  effect  on  the  amount  of  the  family  assistance  payment.  Your 
committee  believes  that  any  other  policy  would  tend  to  have  a  circular 
effect  and  would  render  the  food  stamps  or  other  assistance  largely 
meaningless.  (See  p.  30  for  further  discussion  of  the  correlation  of 
family  assistance  payments  and  food  stamps.)  Veterans'  pensions 
based  on  a  test  of  income,  though,  would  be  included  in  determining 
a  family's  income  under  the  family  assistance  plan.  Your  committee 
believes  that  it  is  preferable  to  keep  the  long-established  veterans' 
pension  program  intact  by  requiring  that  family  assistance  benefits 
be  reduced  dollar  for  dollar  by  the  amount  of  any  veterans'  pension 
received  by  a  family  member. 

(f)  Training  allowances. — The  bill  would  exclude  from  income  the 
allowances  provided  by  the  Secretary  of  Labor  to  individuals  under- 
going training.  If  the  family  assistance  benefits  were  reduced  on 
account  of  receipt  of  these  allowances,  their  purpose,  which  is  to 
provide  an  incentive  for  training,  would  be  largely  nullified.  Training 
incentive  allowances  for  individuals  undergoing  vocational  rehabili- 
tation are  intended  to  be  excluded. 

(g)  Scholarships  and  fellowships. — The  bill  would  exclude  from 
consideration  as  income  any  portion  of  a  scholarship  or  fellowship 
received  for  use  in  paying  the  costs  of  tuition  and  fees  at  any  educa- 
tional institution.  Any  portion  of  such  payments  which  are  used  for 
general  living  expenses,  however,  would  be  included  as  unearned 
income.  Your  committee  believes  that  if  the  portions  of  any  scholar- 
ship or  fellowship  which  are  earmarked  for  costs  to  the  educational 
institution  were  treated  as  family  income,  the  objective  of  the  scholar- 
ship or  grant  might  well  be  defeated. 

(h)  Heme  produce. — The  bill  would  provide  for  the  exclusion  of 
home  produce  of  a  family  used  by  the  household  for  its  own  consump- 
tion. This  provision  is  necessary  to  avoid  the  administrative  difficulties 
in  evaluating  the  value  of  such  home  produce,  and  is  consistent  with 
the  results  of  studies  which  indicate  that  there  is  generally  very  little 
net  financial  gain  from  home  produce  consumed  at  home. 

c.  Resources 

(1)  Exclusions  from  resources. — Under  present  law  there  is  a  wide 
variation  in  the  manner  in  which  resources,  such  as  a  person's  home, 
are  treated  by  the  State  public  assistance  programs.  Many  States 
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exclude  the  home  as  a  resource  while  others  consider  the  home  only 
if  its  value  exceeds  a  specified  amount.  Household  goods,  and  personal 
effects  are  generally  excluded  under  present  programs.  Your  com- 
mittee believes  that  a  family's  home,  household  goods,  and  personal 
property,  as  well  as  other  property  which  is  essential  to  a  family's 
means  of  self-support,  should  not  be  considered  resources  and  the  bill 
so  provides.  Since  one  of  the  purposes  of  the  bill  is  to  help  families  take 
their  place  as  productive  members  of  society,  it  seems  appropriate  to 
remove  disincentives  to  homeownership  and  to  the  accumulation  of 
other  reasonable  personal  effects.  The  exclusion  of  resources  essential 
to  a  family's  means  of  self-support,  such  as  an  automobile  needed  for 
purposes  of  employment,  the  tools  of  a  tradesman,  or  the  machinery 
of  a  farmer,  is,  of  course,  also  important  from  the  standpoint  of  the 
objective  of  strengthening  the  family's  capacity  for  self-support. 

(2)  Disposition  of  resources. — Under  the  bill,  other  types  of  prop- 
erty would  be  subject  to  a  $1,500  limitation.  Families  with  resources 
which  are  readily  negotiable,  such  as  stocks  or  bonds,  can  generally 
dispose  of  such  resources  and  should  be  expected  to  dispose  of  re- 
sources above  the  $1,500  limitation  before  they  are  considered  eligible 
for  family  assistance  payments.  Proceeds  from  the  disposal  of  such 
resources  would,  of  course,  be  expected  to  be  used  by  the  family 
for  their  support  and  would  be  counted  as  cash  income,  which  would 
be  considered  in  determining  the  family  eligibility  for  assistance  and 
the  payment  amount.  The  disposal  of  certain  other  types  of  assets, 
such  as  buildings  or  land,  would  often  require  some  time.  Your 
committee's  bill,  therefore,  would  authorize  the  Secretary  of  Health, 
Education,  and  Welfare  to  prescribe  time  limits  governing  the  dis- 
position of  various  kinds  of  property  and  to  make  conditional  family 
assistance  payments  during  the  time  allotted  for  the  disposal  of  the 
property  in  question.  Income  received  from  the  disposition  of  resources 
would  be  expected  to  be  used  to  support  the  family  and  would  be 
considered  to  have  been  received  during  the  period  when  the  family 
was  receiving  conditional  family  assistance  payments,  and  the  family 
would  be  obliged  to  repay  overpayments  made  to  it  subject  to  the 
conditions  set  forth  in  the  provisions  of  the  bill  governing  overpay- 
ments. 

d.  Meaning  oj  family  and  child 

(1)  Composition  of  family. — Numerous  witnesses  who  appeared 
before  your  committee  expressed  their  deep  concern  over  the  effects 
of  the  present  AFDC  program  and  stated  that  it  is  characterized  by 
incentives  to  family  breakup  and  by  the  inequitable  exclusion  from 
assistance  of  poor  families  in  which  the  father  is  employed. 

The  definition  of  family  in  the  bill  would  eliminate  the  eligibility  re- 
quirements in  existing  law  under  which  families  with  children  are  eligi- 
ble for  assistance  only  if  the  child  is  living  with  designated  relatives  and 
is  dependent  by  reason  of  the  death,  continued  absence,  or  incapacity 
of  a  parent  or,  on  an  optional  basis  with  the  States,  the  unemploy- 
ment of  a  father.  Under  the  bill,  a  father  could  remain  with  his 
family,  and  even  if  he  were  employed,  he  and  his  family  could  be 
eligible  for  benefits  under  the  family  assistance  plan  if  the  other 
eligibility  conditions  are  met. 

As  indicated  by  the  term  ''family  assistance,"  the  new  program 
would  be  based  upon  the  existence  of  a  family  unit.  The  presence  of  a 


17 


child  in  the  household  would  be  the  key  to  eligibility.  When  a  family 
meets  the  income  and  resources  tests,  payments  under  the  plan  would 
be  made  for  all  members  who  were  related  by  blood,  marriage,  or  adop- 
tion, as  long  as  they  were  living  in  the  same  residence  and  as  long  as  at 
least  one  family  member  was  under  age  18,  or  under  21  if  regularly 
attending  school. 

The  bill  would  require  that  at  least  one  child  not  be  married  to 
another  family  member  and  also  that  this  same  child  be  in  the  care 
of  or  dependent  upon  another  family  member  in  order  to  qualify  the 
family  for  benefits.  This  would  avoid  making  payments  to  a  family 
consisting  only  of  a  husband  and  wife  where  the  wife  is  under  age  18 
or  a  student.  It  would  also  avoid  payment  of  benefits  in  situations 
where,  for  example,  two  brothers  were  living  together  and  attending 
college  on  scholarships  with  neither  being  dependent  upon  nor  sup- 
ported by  the  other. 

Although  generally  family  members  must  be  living  in  the  same  place 
of  residence  in  order  to  qualify  as  a  family  for  benefit  purposes,  the 
bill  provides  that  a  parent  of  a  child  living  in  the  family  residence,  or 
the  spouse  of  such  a  parent,  who  is  temporarily  away  from  home  for 
the  purpose  of  engaging  in  or  seeking  employment  f including  military 
service)  or  self-employment,  would  nevertheless  be  considered  to  be 
living  in  the  home  where  such  child  resides.  Your  committee  believes 
that  it  is  clearly  reasonable  to  consider  such  an  individual  as  a  family 
member  and  to  consider  any  income  he  may  have  as  income  to  the 
family. 

If  such  a  provision  were  not  included,  temporary  absence  from  the 
home  could  disqualify  the  parent  as  a  family  member,  with  the  result 
that  the  absent  individual's  income  would  not  automatically  be  con- 
sidered income  to  the  family.  Moreover,  if  the  absent  parent  were  the 
only  parent  in  the  family,  a  child  who  is  temporarily  left  with  a  non- 
relative  by  this  parent  while  he  is  away  working  or  seeking  work  would 
be  ineligible  for  benefits  until  the  parent  returned. 

(2)  Definition  oj  child. — The  bill  defines  a  child  as  an  individual 
who  is  under  age  18  or  under  age  21  and  a  full-time  student.  There  is 
no  substantive  difference  between  this  definition  and  the  definition  in 
existing  law. 

(3)  Determination  oj  family  relationships. — Your  committee's  bill 
follows  the  most  usual  approach  of  programs  that  make  payments 
based  on  relationship — namely,  basing  determinations  of  relationship 
on  State  law.  Under  public  assistance,  each  State,  of  course,  applies  its 
own  laws  bearing  on  the  determination  of  relationships.  Determina- 
tions of  relationships  under  the  social  security  program  and  the  vet- 
erans' programs  also  are  based  on  applicable  State  laws  (those  gov- 
erning marriage  and  adoption  as  well  as  State  intestacy  laws) .  Under 
your  committee's  bill,  the  Secretary  of  Health,  Education,  and  Welfare 
would  have  the  authority  to  determine  which  State's  law  would  be 
governing  in  particular  cases  and  the  Secretary  could  decide  whether 
the  law  of  the  State  in  which  the  child  was  born  or  the  law  of  the  State 
in  Avhich  the  parents  were  married  was  to  be  used  in  determining 
whether  a  child  was  the  child  of  another  family  member.  The  Secretary 
would  also  have  the  authority  to  determine,  for  example,  which  of 
two  laws  of  the  same  State  would  be  most  appropriate  in  determining 
the  relationships  in  a  particular  family. 
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(4)  Income  and  resources  oj  noncontributing  adult. — Your  commit- 
tee's bill  woiJd  exclude  from  consideration,  in  determining  eligibility 
for,  and  the  amount  of,  benefits  under  the  family  assistance  plan 
the  income  and  resources  of  any  individual  which  are  not  available 
to  the  rest  of  the  family.  An  individual  whose  income  and  resources 
are  not  so  available  would  not  be  considered  a  family  member  and  the 
benefit  amount  payable  to  the  family  would  be  computed  without 
counting  him.  However,  this  rule  would  not  apply  to  parents  (or  their 
spouses)  since  their  income  and  resources  should  ordinarily  be  available 
to  the  family  and  since  the  exclusion  of  their  income  or  resources 
might  easily  lead  to  abuses  of  the  system. 

(5)  Recipients  of  aid  to  the  aged,  blind,  and  disabled. — Your  com- 
mittee's bill  continues  the  usual  rule  against  payment  of  benefits  under 
more  than  one  of  the  Federal-State  public  assistance  plans  by  excluding 
from  benefits  under  the  family  assistance  plan  any  individual  who 
elects  to  receive  aid  under  the  title  XVI  plan  (assistance  for  needy 
adults).  (A  similar  prohibition  in  title  XVI  against  duplication  is 
continued  from  existing  law.) 

e.  Payments  and  procedures 

Under  your  committee's  bill,  payment  would  be  made  to  one  or 
more  members  of  a  qualified  family,  or  to  another  interested  person, 
at  such  times  and  in  such  installments  as  the  Secretary  determines. 
Appropriate  adjustments  in  future  payments,  or  recovery  from  or 
payment  to  the  family,  would  be  made  to  rectify  overpayments  and 
underpayments. 

The  Secretary  would  prescribe  regulations  regarding  the  filing  of 
applications  and  supplying  of  data  to  determine  eligibility  of  a 
family  and  the  amounts  for  which  the  family  is  eligible.  Beneficiaries 
would  be  required  to  report  events  or  changes  of  circumstances 
affecting  eligibility  or  the  amount  of  benefits.  When  reports  by  bene- 
ficiaries are  delayed  too  long  or  are  too  inaccurate,  part  or  all  of  the 
resulting  benefit  payments  could  be  treated  as  recoverable  overpay- 
ments. 

(1)  Payment  of  benefits. — It  is  the  intent  of  your  committee  that 
payments  would  ordinarily  be  made  (after  determination  of  eligibility 
and  registration  for  manpower  training,  services,  and  employment)  on 
a  monthly  basis  to  the  head  of  the  family.  To  take  account  of  diverse 
f  mily  situations  and  to  facilitate  administration,  however,  a  provi- 
si  n  in  the  bill  would  allow  the  Secretary  to  make  payments  to  other 
members  of  the  family  or  to  other  interested  persons,  and  also  to  make 
payments  at  such  times  and  in  such  installments  (e.g.,  semimonthly, 
quarterly,  semiannually,  or  annually)  as  might  be  indicated  by  the 
circumstances.  For  example,  a  quarterly  payment  could  be  made  to 
facilitate  administration  in  situations  where  the  family  would,  be- 
cause of  earnings,  be  eligible  for  only  a  small  monthly  payment. 

To  further  facilitate  administration,  your  committee's  bill  would 
permit  establishment  of  ranges  of  income — that  is,  permit  use  of 
mcome  brackets — within  which  a  single  benefit  amount  would  apply. 

(2)  Overpayments  and  underpayments. — Your  committee's  bUl  would 
permit  adjustments  on  account  of  overpayments  or  underpayments 
to  be  made  by  adjusting  future  benefits  of  the  family  or  by  recovery 
from  any  family  member.  The  bill,  however,  would  preclude  re- 
covery of  overpayments  where  the  family  is  mthout  fault  and  re- 
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covery  would  either  defeat  the  purpose  of  the  family  assistance  plan  or 
be  against  equity  and  good  conscience  or  (because  of  the  small  amount 
involved)  impede  efficient  or  effective  administration. 

Your  committee  believes  that,  generally,  determinations  of  ''with- 
out, fault"  would  be  made  on  an  individual  basis,  and  in  determining 
whether  an  individual  is  without  fault,  the  Secretary  could  be  expected 
to  consider  an  individual's  age,  education,  and  physical  and  mental 
condition.  An  individual  would  not  be  found  to  be  without  fault 
if  an  incorrect  payment  which  was  made  to  him  or  on  his  behalf 
resulted  from  his  statement  which  he  knew  or  should  have  known  to 
be  incorrect  or  from  his  failure  to  furnish  information  which  he  knew 
or  should  have  known  to  be  material,  or  from  his  acceptance  of  pay- 
ment which  he  either  knew  or  could  have  been  expected  to  know  was 
incorrect. 

(3)  Hearings  and  review. — Your  committee's  bill  requires  that  there 
be  notice  and  opportunity  for  hearings  to  any  individual  who  disagrees 
with  any  determination  with  respect  to  eligibility  for  payments,  the 
number  of  members  of  the  family,  or  the  amount  of  the  payments. 
The  individual  would  have  to  request  the  hearing  within  30  days. 
Decisions  would  be  rendered  within  90  days  following  a  properly 
submitted  request,  and  although  families  already  receiving  assistance 
payments  would  continue  to  do  so  while  their  hearing  is  pending,  such 
payments  would  be  considered  overpayments  if  the  Secretary's  initial 
determination  were  sustained.  Final  determination  of  the  Secretary 
would  be  subject  to  judicial  review  in  Federal  district  court;  however, 
determinations  as  to  the  facts  which  the  Secretary  makes  after  a  hear- 
ing provided  by  him  would  not  be  subject  to  review  by  the  court. 

(4)  Applications  and  jurnishing  of  injormation  by  families. — To 
enable  the  Secretary  to  obtain  the  information  needed  to  determine 
eligibility  or  payment  amount,  your  committee's  bill  would  authorize 
the  Secretary  to  require  that  individuals  file  applications,  furnish 
evidence,  and  report  events  and  changes  that  might  affect  eligibility, 
or  payment  amounts.  Since  it  would  be  necessary,  to  a  substantial 
extent,  to  rely  on  information  supplied  by  recipients,  it  seems  im- 
portant to  your  committee  to  encourage  accurate  and  prompt  re- 
porting. Therefore,  your  committee's  bill  would  authorize  the  Secretary 
to  prescribe  those  situations  where  failure  to  report  or  the  filing  of 
delayed  or  inaccurate  reports  would  result  in  the  treatment  of  pay- 
ments to  the  family  as  overpayments  and  subject  to  full  recovery.  It 
is  the  committee's  intention  that  the  Secretary  provide  for  tight  ad- 
ministration of  the  processing  of  claims  under  the  program  and  that 
to  the  extent  feasible  methods  adopted  be  as  detailed  and  effective 
as  those  that  have  been  utilized  to  substantiate  applications  under  the 
old-age,  survivors,  and  disability  insurance  program. 

(5)  Furnishing  of  information  by  other  agencies. — In  determining 
eligibility  and  the  amount  of  payments  under  your  committee's 
bill,  the  Secretary  would  verify  the  information  on  income  and  other 
information  given  by  the  claimant.  Several  Federal  agencies  have 
information  that  may  be  useful  for  this  purpose.  Information  on 
certain  benefits  and  payments  could  be  obtained  from  the  Social 
Secuiity  Administration  and  from  other  Federal  agencies  such  as  the 
Railroad  Retirement  Board  and  the  Veterans'  Administration.  The 
Social  Security  Administration  has  direct  access  to  information  about 
earnings  from  employment  and  self-employment  covered  by  social 
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security.  If  a  recipient  has  income  other  than  from  earnings  covered 
by  social  security,  information  from  another  source  would  be  required 
in  Older  to  verify  information  given  by  the  claimant.  The  Treasury 
Department  would  be  able  to  furnish  data  from  income  tax  returns. 
Your  committee's  bill  would  require  the  head  of  any  Federal  agency 
to  provide  information  needed  by  the  Secretary  to  verify  information 
affecting  eligibility  or  payment  amount. 

/.  Registration  and  referral  of  family  members  for  manpower  services, 
training,  and  employment 
Your  committee  believes  that  registration  for  work  and  training  is 
a  very  essential  part  of  the  family  assistance  plan.  While  the  present 
AFDC  program  contains  a  registration  requirement,  it  has  been 
implemented  as  was  intended.  This  requirement  is  strengthened  in  the 
committee  bill. 

Present  law  has  a  general  requirement  that  State  welfare  agencies 
refer  those  persons  for  registration  whom  they  deem  ''appropriate," 
with  several  categories  of  persons  specifically  excluded.  State  agencies 
have  taken  varying  attitudes  toward  who  is  appropriate  for  referral, 
with  some  taking  an  extremely  restrictive  approach  and  thus  crippling 
the  training  effort. 

Under  the  bill  reported  by  your  committee,  the  word  "appropriate" 
is  removed  from  the  law,  and  only  clearly  specified  groups  are  exempt 
from  registration.  This  will  strengthen  the  work  requirement  and  at 
the  same  time  provide  for  nationallj^  uniform  administration  insuring 
that  all  persons  appropriate  for  training  and  employment  programs 
will  be  seen  by  the  employment  service  offices. 

Your  committee  believes  that  in  the  administration  of  the  registra- 
tion provisions,  there  should  be  enough  flexibility  to  assure  the  efficient 
operation  of  the  training  and  employment  provisions  of  the  bill.  This 
means  that  short  forms  could  be  used  for  the  initial  registration.  Em- 
ployment service  representatives  should  be  stationed  in  the  offices 
administering  family  assistance  benefits  to  insure  prompt  registra- 
tion at  the  time  of  application  for  payments. 

It  is  the  intention  of  the  committee  that  employability  plans  be 
developed  for  registered  recipients  as  promptly  as  possible.  However, 
in  order  to  assure  orderly  and  effective  administration  of  the  man- 
power programs,  the  bill  authorizes  the  Secretary  of  Labor  to  establish 
priorities  for  developing  employability  plans. 

The  committee  recognizes  that  in  the  development  of  employability 
plans,  there  are  factors  over  which  the  Secretary  has  no  control,  such 
as  the  condition  of  the  labor  market.  In  setting  priorities  for  developing 
employability  plans,  the  Secretary  will  need  to  take  these  factors  into 
account,  in  addition  to  such  considerations  as  family  status  and  per-  | 
sonal  characteristics  of  the  individual.  Mothers  who  volunteer  will  be 
given  the  same  consideration  for  participation  as  those  who  are 
referred  on  a  mandatory  basis. 

Your  committee  specifically  deleted  a  provision  of  the  administra- 
tion bill  exempting  the  working  poor  from  registering  with  the  em- 
ployment service.  Requiring  the  working  poor  to  register  will  provide 
assurance  that  every  able-bodied  individual  in  family  assistance  fami- 
lies will  be  registered  for  employment,  except  mothers  with  preschool 
children  or  persons  who  must  care  for  a  disabled  individual  in  the 
home.  In  addition,  registration  will  aid  the  employment  service  in 
assisting  the  working  poor  in  upgrading  their  skills  and  income. 
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An  individual  required  to  register  and  who  does  not  do  so  would 
not  be  counted  as  a  member  of  the  family  for  purposes  of  determining 
the  amount  of  benefits,  but  any  income  that  he  has  would  be  counted 
as  a  part  of  the  family's  income.  An  individual  refusing  to  register 
would  not  be  paid  any  part  of  the  family  assistance  payment;  the 
Secretary  could,  if  he  deemed  it  appropriate,  pay  the  family's  benefits 
to  a  person  who  is  not  a  member  of  the  family,  but  who  is  interested  in, 
or  concerned  with,  its  welfare.  These  provisions  closely  follow  those 
in  present  law. 

Exclusions  from  the  requirement  to  register  would  be  made  in  the 
case  of  individuals  who  are  so  ill,  incapacitated  or  of  advanced  age 
that  they  are  unable  to  engage  in  gainful  employment.  The  Secretary 
of  Health,  Education,  and  Welfare  could  by  regulation  prescribe 
when  the  age  of  a  particular  person,  taking  into  account  the  person's 
health,  education,  and  former  training  and  any  other  pertiment 
conditions,  was  so  advanced  as  to  make  registration  unnecessary.  In 
the  case  of  any  individual  who  is  not  required  to  register  because  of 
incapacity,  provision  is  made  for  referral  to  the  vocational  rehabilita- 
tion agency  so  that  rehabilitation  for  employment  can  be  initiated. 
All  existing  rehabilitation  services  available  should  be  applied  in 
order  to  enhance  the  individual's  capacity  for  self-support.  The 
primary  objective  of  rehabilitation  services  should  be  economic 
self-sufficiency  through  gainful  employment.  The  vocational  rehabili- 
tation agency  will  make  initial  determinations  of  incapacity  which 
precludes  the  individual  from  gainful  employment,  in  a  manner 
similar  to  that  followed  under  present  law  by  the  Social  Security 
Administration  where  the  vocational  rehabilitation  agency  makes 
initial  disability  determinations  under  the  social  security  law.  Subse- 
quent review  of  the  individual's  incapacity  and  continuing  need  for 
vocational  rehabilitation  services  would  be  made  as  necessary  b}^  the 
State  agency,  or,  in  the  case  of  an  individual  who  is  not  totally  and 
permanently  disabled,  at  least  once  each  quarter. 

Your  committee  believes  that  the  effectiveness  of  the  training  and 
employment  programs  in  the  bill  will  be  materially  enhanced  by  the 
provisions  requiring  that  persons  not  referred  to  the  Department  of 
Labor  because  of  incapacity  be  referred  to  the  vocational  rehabilitation 
program.  This  program  has  demonstrated  that  large  numbers  of 
persons  with  vocational  handicaps  can,  with  medical  care,  counseling, 
and  training  around  their  handicaps,  be  made  wholly  or  largely  eco- 
nomically independent.  The  requirements  for  referral  are  the  same 
as  for  persons  being  sent  directly  to  manpower  agencies.  Undoubtedly 
some  of  the  individuals  initially  sent  to  manpower  agencies  will  be 
found  to  need  vocational  rehabilitation  services  before  other  training 
and  placement  can  be  effective.  Such  referrals  can  and  should  be  made 
under  the  authority  in  the  bill.  Penalties  equal  to  those  for  failure  to 
participate  in  other  manpower  programs  are  appropriate  and  the  bill 
so  provides. 

Your  committee's  bill  would  also  exclude  from  mandatory  registra- 
tion children  who  are  under  age  16  or  under  age  21  and  regular  stu- 
dents. The  administration's  bill  would  only  have  required  the  registra- 
tion of  individuals  over  age  18.  However,  your  committee  believes  that 
the  training  aspects  of  the  family  assistance  program  could  be  of  great 
use  in  preparing  youths  age  16  and  17  not  attending  school  for  employ- 
ment. 
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A  mother  of  a  child  under  the  age  of  6  who  is  actually  caring  for  the 
child  is  not  required  to  register.  As  a  practical  matter,  the  committee 
expects  a  large  percentage  of  these  mothers  to  voluntarily  register  for 
employment  and  take  advantage  of  child-care  provisions  and  training 
incentives  and  opportunities.  That  has  been  the  experience  under  the 
present  WIN  program. 

An  additional  exclusion  is  provided  for  the  mother  or  other  female 
caretaker  of  a  child  if  there  is  an  adult  male  related  to  the  child  in  the 
home  who  is  required  to  register  and  does  so  register.  These  mothers 
will  also  be  entitled  to  voluntarily  register  for  training  and  employ- 
ment. If  the  father  in  this  situation  refuses  to  register,  the  mother 
would  have  to  register. 

A  person  whose  presence  in  the  home  is  required  on  a  substantially 
continuous  basis  in  order  to  care  for  an  ill  or  incapacitated  member 
of  the  household  would  not  be  required  to  register.  This  type  of  - 
illness  or  incapacity  would  likely  be  more  severe  than  the  types 
discussed  above,  since  a  regular  caretaker  would  have  to  be  found 
necessary. 

The  Secretary  is  required  to  furnish  child  care  services  for  so  long  as 
he  determines  appropriate  when  the  individuals,  after  having  been 
required  to  register,  are  participating  in  manpower  services,  training, 
or  employment.  No  mother  would  be  required  to  undertake  training  or 
employment  without  the  assurance  of  adequate  and  necessary  child 
care. 

g.  Denial  of  benefits  in  case  of  refusal  of  manpower  services,  training, 
or  employment 

Since  the  intent  of  your  committee's  bill  is  to  insure  that  individuals 
have  every  opportunity  to  increase  their  capacity  for  self-support, 
provision  has  been  made  in  the  biU  to  insure  that  individuals  who 
register  actually  participate  in  suitable  manpower  services,  training, 
or  employment.  Your  committee  is  proposing  that  a  member  of  a 
family  who,  after  registration  and  without  good  cause,  refuses  to  par- 
ticipate or  continue  to  participate  in  suitable  manpower  services, 
training,  or  employment  would,  after  notice  and  opportunity  for  hear- 
ing, not  be  considered  a  family  member  for  purposes  of  determining 
the  family's  benefit  amount,  except  that  his  income  would  be  counted. 
Good  cause  is  determined  by  examining  how  a  reasonable  individual 
would  act  in  the  same  circumstances.  Thus,  for  example,  employment 
or  training  opportunities  could  be  refused  if  the  individual  were  ill,  or 
had  an  allergic  reaction  to  materials  with  which  he  would  be  working 
in  the  course  of  employraent  or  training.  A  woman  might  refuse  such 
opportunities  if  the  position  offered  were  in  a  dangerous  locality  and 
at  late  hours.  Similarly,  a  mother  could  refuse  training  or  employment 
if  adequate  child  care  were  not  available. 

In  establishing  standards  of  ''suitability",  your  committee  has 
relied  heavily  on  the  definition  long  in  use  under  the  State  unemploy- 
ment insurance  laws,  with  modifications  appropriate  to  the  client 
group  to  be  served. 

The  bill  provides  that  in  no  event  may  employment  be  considered 
suitable  if  the  position  offered  is  vacant  due  directly  to  a  strike,  lock- 
out, or  other  labor  dispute  (including  an  organizational  dispute) ; 
if  the  wages,  hours,  or  other  terms  or  conditions  of  employment  are 
contrary  to  or  less  than  those  prescribed  by  Federal,  State,  or  local 
law  or  are  substantially  less  favorable  to  the  individual  than  those 
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prevailing  for  similar  work  in  the  locality;  or  if,  as  a  condition  of  being 
employed,  the  individual  would  be  required  to  join  a  company  union 
or  to  resign  from  or  refrain  from  joining  any  bona  fide  labor  organiza- 
tion. It  is  your  committee's  intent  that  registrants  should  not  be 
referred  to  positions  where  any  of  these  conditions  exist.  These 
protections  for  the  individual  are  based  on  similar  provisions  in  the 
Federal  Unemployment  Tax  Act.  The  suitable  work  provision  operates 
both  to  protect  the  individual  from  unreasonable  work  requirements, 
and  to  assure  that  employment  is  required. 

In  those  cases  where  exclusion  from  the  family  of  such  an  individual 
would  make  a  child  ineligible  for  payments  as  in  a  two-member  family, 
your  committee's  bill  requires  that  such  an  individual  should  be  con- 
sidered a  member  of  the  family  for  eligibility  but  not  for  payment 
purposes.  Furthermore,  the  bill  requires  that  benefits  for  the  other 
family  members  not  be  paid  to  the  individual  who  refuses  manpower 
services,  training,  or  employment,  but  rather  to  another  family  mem- 
ber or  to  a  person  outside  the  family  who  is  interested  in,  or  concerned 
with,  the  welfare  of  the  family. 

The  provisions  governing  hearings  by  the  Secretary  of  Health, 
Education,  and  Welfare  are  made  applicable  to  hearings  by  the  Secre- 
tary of  Labor  in  cases  of  refusal  of  manpower  services,  training,  or  em- 
ployment. WhUe  it  is  a  Federal  responsibility  to  provide  these  hearings, 
your  committee  contemplates  that  the  Secretary  of  Labor  will  utilize 
the  expertise  of  the  State  employment  security  agencies  in  meeting 
this  responsibility.  Your  committee  expects  the  Secretary  of  Labor  to 
contract  with  these  agencies  to  furnish  the  required  hearings,  but  your 
committee  wishes  to  make  clear  that  the  Secretary  of  Labor  will  bear 
the  responsibility  to  insure  that  hearings  are  held  within  the  required 
90  days. 

h.  Transfer  of  funds  for  on-the-job  training  programs 

Under  your  committee's  bill,  the  estimated  amount  of  family  assist- 
ance benefits  that  would  otherwise  be  paid  to  individuals  participating 
in  public  or  private  employer-compensated  on-the-job  training  pro- 
grams of  the  Secretary  of  Labor  if  they  were  not  participating  would 
be  made  available  to  the  Secretary  of  Labor  to  help  pay  the  costs 
of  such  programs.  The  Secretary  of  Health,  Education,  and  Welfare 
and  the  Secretary  of  Labor  shall  provide  by  agreement  the  method 
of  estimating  the  family  assistance  benefits  and  making  the  transfer 
of  funds. 

2.  STATE  SUPPLEMENTATION  OF  FAMILY  ASSISTANCE  BENEFITS 

Your  committee  recognizes  that  the  new  family  assistance  benefits, 
would  generally  not  provide  a  level  of  support  for  families  equal  to 
that  now  provided  in  many  States  for  AFDC  recipients.  The  bill  re- 
quires, therefore,  that  the  benefits  would  be  augmented  by  supplemen- 
tary payments  under  State  plans.  The  bill  provides  that  each  State 
that  was  making  AFDC  payments  higher  than  the  new  family  assist- 
ance benefit,  would  be  required  to  maintain  the  levels  of  payments  in 
effect  as  of  January  1,  1970,  or,  if  lower,  a  level  corresponding  to  the 
poverty  level  as  defined  in  the  bill.  The  bill  provides  also  for  partial 
Federal  financing  of  State  sux)plementary  payments  in  order  to  support 
the  efforts  of  the  States  in  making  such  payments.  There  would  not  be 
any  Federal  financing  of  any  State  supplementary  payments  to  the 
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working  poor,  nor  is  there  any  requirement  that  the  States  supple- 
ment payments  to  the  working  poor. 

Your  committee's  bill  would  establish  a  formula  for  reimbursement 
of  administrative  expenses  which  would  provide  incentives  for  the 
States  to  contract  with  the  Secretary  of  Health,  Education,  and  Wel- 
fare for  Federal  administration  of  both  the  family  assistance  plan  and 
the  State  supplementary  programs.  Your  committee  feels  strongly 
that  needy  people  should  not  be  shuttled  from  window  to  window  or 
agency  to  agenc]^  and  that  a  single  point  of  contact  for  recipients  is 
highly  desirable  if  the  committee's  proposals  are  to  be  effective. 

a.  Payments  to  States  for  other  welfare  programs  conditioned  on  supple- 

mentation 

Your  committee's  bill  would  require  that  in  order  for  a  State  to  be 
eligible  to  continue  to  receive  Federal  payments  under  part  A  of 
title  IV  (services  to  needy  families  with  children)  and  part  B  (child- 
welfare  services),  title  V  (maternal,  child  health,  and  crippled  children's 
services),  title  XVI  (aid  to  the  aged,  blind,  and  disabled),  and  title 
XIX  (medical  assistance) ,  the  State  would  have  to  agree  to  supplement 
the  family  assistance  benefits  so  that  present  payment  levels  (or,  if 
lower,  the  poverty  level)  would  be  maintained.  This  supplement  would 
be  required  for  all  families  eligible  for  family  assistance  benefits 
except  those  where  both  parents  are  present,  neither  is  incapacitated; 
and  the  father  is  not  unemployed.  Generally,  this  would  mean  that 
the  States  would  supplement  famUy  assistance  benefits  for  all  recip- 
ients who  could  have  been  eligible  under  present  law  and — whether 
or  not  the  State  previousljr  covered  them — families  with  an  un- 
employed parent.  Since  families  headed  by  a  father  working  full  time 
are  not  assisted  under  present  law,  the  States  would  not  be  required 
to  supplement  the  family  assistance  benefits  of  these  families. 

b.  Eligibility  for  and  amount  of  the  supplementary  payments 

Your  committee's  bill  would  provide  that  eligibility  for,  and  the 
amount  of,  the  supplementary  payments  would  be  determined  gen- 
erally under  the  rules  and  regulations  that  apply  to  the  family  assist- 
ance plan.  Your  committee  believes  that  not  only  is  this  an  important 
step  toward  the  establishment  of  needed  nationwide  uniform  standards 
for  assistance,  but  a  necessary  one  to  facilitate  Federal  administration 
of  the  program. 

As  stated  previously  the  bill  would  require  that  the  amount  of  State 
supplementation  be  sufficient  to  assure  payment  levels  at  least  as  high 
as  those  in  effect  in  the  State  in  January  1970,  or  the  poverty  level,  if 
lower.  Thus  in  determining  the  State  supplementary  payment  amounts, 
the  State  standards  of  need  and  payment  limitations  in  effect  for  Janu- 
ary 1970  would  be  applied  (or  if  lower,  the  poverty  level)  unless  the 
State  wishes  to  apply  a  higher  standard  of  need.  If  a  State  plan  in  effect 
on  January  1,  1970  provided  for  meeting  less  than  100  percent  of  its  \ 
needs  standards  or  for  considering  less  than  100  percent  of  its  require- 
ment in  determining  need,  the  Secretary  would,  by  regulations,  pre- 
scribe standards  for  insuring  that  the  January  1970  payment  levels 
would  be  maintained. 

The  amount  of  the  supplementary  benefit  of  a  family  would  be 
reduced  as  under  the  family  assistance  plan,  except  that  with  respect  j 
to  earned  income  the  State  would  be  required  to  disregard  (1)  $720 
of  earned  income  per  year  plus  (2)  one-third  of  the  earnings  between 
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$720  and  twice  the  amount  of  the  unreduced  family  assistant  benefit 
(2X$1,600  or  $3,200  for  a  family  of  four),  plus  (3)  one-fifth  (or  more, 
if  the  Secretary  so  prescribes  by  regulation)  of  any  remaining  income . 

For  example,  assume  that  a  family  of  four  has  earned  income  of 
$3,500  in  a  State  which  has  a  need  standard  of  $3,000. 

A  step-hy-step  computation  of  the  State  supplementary  payment 


State  standard  in  January  1970   $3,  000 

Treatment  of  family  income: 

Family  earnings   3,  500 

State  to  disregard — 

Amount  set  by  law   —720 


Remainder   2,  780 

Less     of  remainder  (up  to  $3,200)   -927 


Earnings  chargeable   1,  853 


Family  assistance  benefit   1,  600 

Less  1^  of  $2,780  ($3,500  of  earnings  less  $720)   -1,  390 


Family  assistance  benefit   210 


Total  income  chargeable   —2,  063 


State  supplementary  payment   937 


Total  income  of  family: 

Earnings   3,  500 

Family  assistance  payment   210 

State  supplementary  payment   937 


Total   4,  647 


Your  committee's  bill  would  requue  that  agreements  with  the  State 
for  making  supplementary  payments  would  generally  follow  the  lines 
of  those  in  existence  under  the  present  AFDC  programs.  Generally, 
the  plan  must — ■ 

( 1 )  Be  in  effect  statewide ; 

(2)  Designate  a  single  State  agency  to  carry  out  or  supervise 
the  agreement  in  the  State; 

(3)  Provide  opportunity  for  a  fair  hearing; 

(4)  Provide  proper  and  efficient  methods  of  administration,  as 
well  as  for  effective  use  of  a  paid  subprofessional  staff; 

(5)  Agree  to  make  reports  as  required  by  the  Secretary; 

(6)  Provide  safeguards  that  restrict  the  disclosm*e  of  informa- 
tion; and 

(7)  Provide  that  all  individuals  who  wish  to  apply  for  pay- 
ments shall  have  an  opportunity  to  do  so. 

c.  Payments  to  States 

In  order  to  assist  the  States  in  making  supplementary  payments  the 
bill  provides  that  the  Federal  Government  generally  would  pay  a 
State  30  percent  of  the  amount  expended  by  the  State  in  making  such 
payments  each  fiscal  year,  not  including  any  supplementary  payments 
made  to  the  working  poor.  However,  there  would  be  no  Federal  pay- 
ment for  that  part  of  the  supplementary  payment  which  exceeds  the 
difference  between  the  applicable  poverty  level  and  the  sum  of  the 
family  assistance  payment  and  any  income  of  the  family  not  disre- 
garded in  computing  the  supplementary  payments.  An  example  of  how 
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the  Federal  payment  to  a  State  would  be  figured  for  a  family  of  four 
is  as  follows: 

State  standard   $3,000 

Family  income: 

Family  earnings   1,  000 

State  to  disregard — 

Amount  set  by  law    —720 

Remainder    280 

Less     of  remainder  (up  to  $3,200)   -93 

Earnings  chargeable   187 

Family  assistance  benefit   1,  600 

Less:  }^  of  $280  ($1,000  of  earnings,  -$720)   -140 

Family  assistance  chargeable   — 1,  460 

Total  income  chargeable   —  1,  647 

State  supplement   1,  353 

Poverty  level   3,  720 

Less  total  income  chargeable   1,  647 

Difference   2,  073 

Since  the  State  supplementary  payment  ($1,353)  does  not  exceed  the 
difference  ($2,073)  between  the  poverty  level  ($3,720)  and  the  family 
assistance  benefit  plus  the  earnings  not  disregarded  ($1,647),  the 
Secretary  would  pay  to  the  State  $405.90  (30  percent  of  the  State 
supplementary  payment  of  $1,353).  This  complete  computation  would 
not  actually  be  necessary  in  the  case  of  any  State  which  has  a  standard 
below  the  poverty  level.  Your  committee  has  been  informed  that  only 
one  State  has  a  standard  above  the  poverty  level  at  the  present  time. 

The  bill  makes  provision  for  annual  redetermination  of  the  poverty 
level  by  the  Secretary.  The  Secretary  would,  between  July  1  and 
September  30  of  each  year,  promulgate  the  poverty  level  for  various 
sizes  and  types  of  family  groups  to  be  effective  for  the  purpose  of 
setting  the  ceiling  on  Federal  participation  during  the  fiscal  year 
beginning  on  the  July  1  following  the  year  of  promulgation. 

For  purposes  of  the  promulgation,  this  base  for  determining  the 
level  will  be  the  1969  poverty  level  for  a  family  group  as  set  fourth 
below: 

Family  size  poverty  level: 

1   $1,920 

2   2,460 

3   2,  940 

4   3,720 

5     4,440 

6   4,980 

7  or  more   6,  120 

Between  July  1  and  September  30  of  each  year  beginning  with 
1970,  the  Secretary  of  Health,  Education,  and  Welfare  shall  review 
and  increase,  if  necessary,  the  poverty  level  amounts  for  each  size  of 
family  group  by  the  percentage  increase  in  the  Consumer  Price  Index 
(published  each  month  by  the  Bureau  of  Labor  Statistics)  for  the  sec- 
ond calendar  quarter  of  each  such  year  over  the  Consumer  Price  Index 
for  1969;  such  increases  shall  be  effective  with  respect  to  Federal 
matching  for  the  year  beginning  July  1  of  the  next  succeeding  year. 
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d.  Failure  by  State  to  comply  with  agreement 

Your  committee's  bill  permits  the  Secretary  of  Health,  Education, 
and  Welfare,  after  reasonable  notice  and  opportunity  for  hearing, 
to  withhold  all  or  such  portion  as  he  deems  appropriate  of  the  pay- 
ments otherwise  due  a  State  under  titles  IV  (parts  A,  B,  and  E), 
V,  XVI,  and  XIX  if  the  Secretary  finds  that  the  State  has  failed  to 
comply  with  its  agreement. 

Your  committee  is  concerned  by  information  that  has  been  brought 
to  its  attention  indicating  that  some  States  have  not  met  effective 
dates  promptly  for  some  requirements  of  the  Social  Security  Amend- 
ments of  1967  and  that  a  few  States  have  not  met  all  of  them  even  at 
this  late  date.  It  expects  the  Department  of  Health,  Education  and 
Welfare  to  take  whatever  steps  may  be  necessary  to  assure  full  and 
prompt  compliance  with  the  requirements  of  Federal  law. 

3.  ADMINISTEATION 

It  is  the  intent  of  your  committee  that  a  new  agency  would  be  estab- 
lished in  the  Department  of  Health,  Education,  and  Welfare  to  admin- 
ister the  family  assistance  j)lan.  The  new  agency  would  be  responsible 
for  establishing  and  managing  local  family  assistance  plan  offices  and 
would  carry  out  other  necessary  functions  with  the  exception  of  those 
which  it  may  find  appropriate  to  contract  with  other  agencies  to  carry 
out.  The  committee  would  expect  that  other  agencies  within  the  De- 
partment, as  well  as  other  governmental  agencies  outside  the  Depart- 
ment, would  lend  their  support  to  the  extent  tJiat  doing  so  wou  d  be 
consistent  with  the  performance  of  the  duties  required  to  carry  out 
their  own  programs,  to  assist  the  new  agency  in  carrying  out  the  pro- 
visions of  the  plan.  For  example,  while  the  administration  of  the 
family  assistance  plan  would  be  completely  separate  and  distinct  from 
the  social  insurance  programs,  the  committee  would  expect  that  the 
computer  equipment  and  other  capabilities  of  the  Social  Secur'ty  Ad- 
ministration would  be  utilized  in  the  administration  of  the  f am  ly 
assistance  plan  to  the  extent  it  is  economical  and  efficient  to  do  so, 
taking  into  account  the  mission  of  the  new  agency.  No  part  of  the  cost 
of  rendering  such  service,  however,  would  be  chargeable  to  the  Trust 
Funds  administered  by  the  Social  Security  Administration. 

Because  the  full  development  of  administrative  policies,  procedures, 
and  methods  to  carry  out  the  program  will  require  considerable  time, 
and  since  the  time  permitted  between  enactment  and  effective  date  is 
limited,  the  committee  believes  it  would  be  desirable  for  the  Depart- 
ment to  request  an  advance  appropriation  to  cover  tne  costs  of  full- 
scale  administrative  planning  for  implementing  the  program. 

a.  Agreements  with  States 

Your  committee's  bill,  as  previously  indicated,  calls  for  State 
supplementation  of  Federal  family  assistance  payments.  However, 
your  committee  felt  some  concern  lest  such  a  dual  program  arrange- 
ment lead  to  unnecessarily  complicated  and  expensive  dual  adminis- 
trative systems — a  Federal  system  for  part  D  benefits,  and  tate 
systems  for  ])art  E  benefits.  Therefore,  in  addition  to  requiring 
that  State  supplementary  plans  follow  Federal  uniform  definitions  of 
eligibility  and  treatment  of  income,  your  committee  has  included 
provisions  to  encourage  unified  administration  of  the  family  assistance 
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plan  and  the  State  supplementary  plans  and  it  is  the  hope  of  the 
committee  that  the  States  will  take  advantage  of  these  provisions. 
Under  these  provisions,  the  Secretary  of  Health,  Education,  and  Wel- 
fare can  enter  into  an  agreement  with  any  State  under  which  the 
Secretary  can  administer  and  make  State  supplementary  benefit  pay- 
ments on  behalf  of  the  State.  Conversely,  the  provisions  permit 
agreements  between  the  Secretary  of  Health,  Education,  and  Welfare 
and  a  State  under  which  the  State  would  administer  and  disburse  the 
family  assistance  benefits  provided  for  under  part  D  as  well  as  the 
State  supplementary  benefits. 

If  the  Secretary  entered  into  an  agreement  with  a  State  to  have 
the  Federal  Government  administer  the  State's  supplementary  pro- 
gram, the  Federal  Government  would  then  pay  all  administrative 
costs  for  the  family  assistance  program  and  all  administrative  costs  for 
the  State's  supplementary  program,  so  that  the  State  would  realize 
substantial  savings  in  administrative  costs  through  such  an  arrange- 
ment. If  a  State  chose  to  administer  its  own  supplementary  program, 
the  Secretary  of  Health,  Education,  and  Welfare  would  pay  one-haK  of 
the  State's  administrative  costs  for  its  supplementary  program.  If 
the  State  agreed  to  administer  the  family  assistance  benefits  provided 
for  under  part  D,  the  Federal  Government  would  reimburse  the  State 
for  all  of  its  administrative  costs  for  part  D  and  one-half  the  adminis- 
trative costs  of  the  State's  supplementary  program. 

b.  Penalties  for  fraud 

Your  committee  strongly  believes  that  every  person  attempting  by 
unlawful  means  to  obtain  payments  not  due  him  under  the  plan,  or 
otherwise  violating  any  of  the  penal  provisions  of  the  Social  Security 
Act,  would  represent  a  threat  to  an  effective  program.  The  threat  goes 
beyond  the  potential  drain  on  the  funds  appropriated  for  the  program; 
a  more  important  consideration  is  the  impact  such  violations  might 
have  on  public  confidence  in  the  integrity  of  the  program.  Under  the 
Federal-State  assistance  progiams,  a  State  is  required  to  make  pro- 
visions for  dealing  with  fraud  committed  by  recipients.  Federal  regu- 
lations require  that  a  State  define  fraud  in  accordance  with  State 
law,  include  criteria  for  identifying  and  investigating  suspected  fraud, 
and  provide  for  the  referral  of  appropriate  cases  to  law  enforcement 
officials.  However,  the  procedures  used  in  the  States  vary  widely 
as  to  fraud  in  welfare  cases.  The  criminal  statutes  of  some  States 
contain  separate  provisions  for  cases  of  welfare  fraud;  in  other  States, 
welfare  fraud  is  prosecuted  under  the  laws  governing  theft  or  one  of 
any  number  of  other  crimes. 

Your  committee  believes  that  for  the  family  assistance  plan  the 
penalties  for  fraud  should  be  the  same  as  those  provided  under  the 
social  security  program  since  the  considerations  that  lead  to  provision 
of  such  penalties  under  social  security  would  be  equally  relevant  to  the 
family  assistance  plan.  These  fraud  provisions  would  apply  only  with 
respect  to  the  basic  family  assistance  program  and  not  to  the  State 
supplementary  programs. 

c.  Report,  evaluation,  research  and  demonstrations,  and  training  and 

technical  assistance 
Your  committee  is  very  concerned  about  the  need  to  improve  the 
effectiveness  of  our  national  income  maintenance  programs.  Accord- 
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ingly,  the  bill  would  require  a  constant  process  of  self-examination  by 
the  administrators  of  the  family  assistance  program  and  regular  reports 
to  the  Congress  and  the  President.  Evaluation  by  outside  consultants 
is  also  authorized. 

Authorization  would  be  given  to  the  Secretary  of  Health,  Education, 
and  Welfare  to  conduct  research  and  demonstration  projects.  Since 
such  experimentation  may  well  involve  approaches  or  other  ideas 
which  have  no  specific  sanction  in  existing  statutes  or  regulations, 
authority  would  also  be  provided  for  the  Secretary  to  operate  experi- 
ments (limited  in  scope)  without  regard  to  the  eligibility  and  payment- 
amounts  provisions  of  the  plan.  As  in  the  case  of  evaluations,  the 
Secretarj^  would  be  authorized  to  use  contractors  to  conduct  such 
research  and  demonstration  projects. 

The  bill  would  also  authorize  the  Secretary  to  provide  technical 
assistance  to  States  and  to  provide  for  such  training  of  State  personnel 
as  the  Secretary  deems  appropriate  to  assist  the  States  in  improving 
administration  of  assistance  to  people  in  need.  Your  committee 
believes  that  the  additional  funds  available  to  carry  out  these  pro- 
visions for  evaluation  activities,  research  and  demonstrations,  and  tech- 
nical assistance  and  training  should  be  limited  to  no  more  than  $20 
million  per  fiscal  year  and  the  bill  so  provides. 

d.  Obligation  of  deserting  parent 

One  of  the  major  causes  of  instability  among  AFDC  families  is 
parental  desertion.  To  discourage  abandonment  of  families,  your 
committee's  bill  provides  that  an  individual  who  has  deserted  or 
abandoned  his  spouse,  child,  or  children  shall  owe  a  monetary  obliga- 
tion to  the  United  States  by  the  deserting  parent  equal  to  the  total 
amount  of  family  assistance  benefits,  plus  the  Federal  share  of  any 
State  supplementary  payments,  paid  to  the  spouse  or  child  during  the 
period  of  desertion  or  abandonment.  The  liability  of  a  deserting  parent 
would  be  reduced  by  the  amount  of  any  payment  he  made  to  his 
family  during  the  period  of  desertion. 

In  those  cases  where  a  court  has  issued  an  order  for  the  support 
and  maintenance  of  the  deserted  spouse  or  children,  the  obligations 
of  the  deserting  parent  would  be  limited  to  the  amount  specified  by 
the  court  order. 

To  the  extent  these  amounts  are  not  collected  directly  from  the 
individual  involved,  the  amount  due  the  United  States  under  these 
provisions  could  be  collected  from  any  amounts  otherwise  due  the 
deserting  parent  by  any  officer  or  agency  of  the  United  States  or  under 
any  Federal  program. 

The  terms  desertion  or  abandonment  are  much  broader  than  their 
meaning  under  State  law.  Physical  absence  from  the  home  and  a 
specific  intention  to  desert  need  not  be  demonstrated,  since  a  liability 
is  created  to  the  extent  that  an  individual's  failure  to  use  his  income 
and  resources  to  support  his  spouse,  child,  or  children,  require  that 
family  assistance  payments  (and  supplementary  payments  where 
applicable)  be  made  to  support  them. 

The  individual  applicant  for  family  assistance  benefits  must,  of 
course,  cooperate  to  the  fullest  extent  possible  in  establishing  eligi- 
bility. In  this  connection,  an  individual  applicant  will  be  expected  to 
cooperate  in  every  possible  way  in  assisting  the  authorities  to  identify 
and  locate  a  deserting  parent. 
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Your  committee  feels  very  strongly  about  these  provisions  and 
expresses  unequivocally  its  intent  that  all  Federal  and  State  enforce- 
ment machinery  should  cooperate  to  the  fullest  extent  possible  in 
implementing  these  provisions. 

e.  Treatment  oj  jamUy  assistance  benefits  as  income  jor  jood  stamp 
purposes 

The  bill  provides  that  family  assistance  benefits  shall  be  taken  into 
account  in  determining  entitlement  to,  and  the  cost  of,  food  stamps. 

Your  committee  feels  that  there  is  some  merit  in  providing  assistance 
to  the  needy  both  in  the  form  of  cash  and  in  the  form  of  food  stamps. 
Doing  so  helps  to  assure  that  the  family  will  spend  a  certain  portion 
of  its  entire  benefit  for  food.  Your  committee  also  feels  that  there  is 
merit  in  providing  assistance  entirely  in  cash.  The  latter  approach 
provides  the  recipient  with  more  flexibility  and  is  obviously  more 
attractive  from  the  standpoint  of  administration  since  a  cash  program 
is  simpler  to  administer. 

Your  committee  spent  considerable  time  and  effort  attempting  to 
work  out  a  modification  of  the  family  assistance  plan  that  would 
substitute  additional  cash  payments  for  food  stamps,  but  was  unable 
to  devise  a  satisfactory  amendment.  One  possible  change  in  the  bill,  to 
which  the  committee  gave  a  great  deal  of  attention,  was  that  of  com- 
bining the  family  assistance  plan  and  the  food  stamp  plan  into  a  single, 
integrated  cash-benefit  program.  Your  committee  finds  that  a  program 
which  provides  all  of  its  benefits  in  cash  is  substantially  more  expensive 
than  one  in  which  a  portion  of  benefits  are  provided  in  cash  and  a  por- 
tion in  in-kind  benefits,  such  as  food  stamps  because  the  weighted 
structure  of  the  food  stamp  benefit  is  such  that  the  rate  of  partici- 
pation declines  as  family  income  increases.  Relatively  few  families 
are  willing  to  tie  up  substantial  portions  of  their  cash  in  food  stamps 
merely  to  obtain  a  small  amount  of  additional  food  purchasing  power. 
These  same  families  would,  of  course,  elect  to  take  the  value  of  their 
food  stamp  benefit  if  it  were  provided  in  cash.  Your  committee  also 
notes  that  the  food  stamp  plan  provides  a  benefit  to  families  who 
would  not  be  covered  by  the  family  assistance  plan.  It  also  recognizes 
that  present  recipients  now  receiving  payments  larger  than  those 
provided  under  the  family  assistance  plan  would  lose  the  privilege 
of  purchasing  food  stamps  without  receiving  a  compensating  amount 
of  cash. 

Your  committee  notes  that  the  Secretary  of  Health,  Education,  and 
Welfare  and  the  Secretary  of  Agriculture  have  both  stated  that  cash 
assistance  should  eventually  be  substituted  for  food  stamps  in  a  way 
that  would  leave  the  individual  at  least  as  well  off  in  total  benefits. 
Your  committee  urges  that  the  executive  branch  continue  to  explore 
the  possibility  and  potential  implication  of  combining  food  assistance 
programs  and  cash  assistance  programs  into  a  single  integrated  sys- 
tem which  meets  all  the  maintenance  requirements  of  needy  families. 
Your  committee  feels  very  strongly  that  a  solution  to  this  problem 
must  be  achieved  and  it  is  recommended  that  the  Committee  on 
Ways  and  Means  and  the  Committee  on  Agriculture  jointly  work 
out  legislation  at  the  earliest  opportunity  that  would  provide  for  inte- 
gration of  the  two  programs  under  a  unified  administration. 


ai 


4.   MANPOWER   SERVICES,    TRAINING,    EMPLOYMENT,   AND   CHILD  CARE 

PROGRAMS 

Since  the  AFDC  program  is  being  repealed,  the  work  incentive 
program  for  AFDC  recipients  is  replaced  by  a  broadened,  strengthened 
program  of  manpower  training  and  child  care  for  recipients  of  the 
new  family  assistance  program. 

a.  Operation  of  training  and  employment  program 

Your  committee  over  the  years  has  believed  that  a  mechanism  has  to 
be  developed  which  would  make  it  possible  for  welfare  recipients  to 
develop  into  citizens  who  play  a  significant  role  as  workers  in  the 
economy  of  the  Nation.  It  is  toward  this  end  that  your  committee's 
bill  includes  provisions  to  train,  prepare  for  employment,  and 
otherwise  assist  recipients  of  family  assistance  and  State  supple- 
mentary payments  in  securing  and  retaining  regular  employment  and 
having  the  opportunity  for  advancement  in  employment.  It  was  also 
to  this  end  that  your  committee  first  reported  out  legislation  in  1962 
which  initiated  the  community  work  and  training  programs.  These 
programs — and  the  title  V  programs  of  the  Economic  Opportunity 
Act  which  followed — were  welfare  agency  administered  work  and  train- 
ing programs  which  often  emphasized  work  at  the  expense  of  meaning- 
ful training  that  would  lead  to  the  family  leaving  the  public  assistance 
rolls.  When  Congress  authorized  the  work  incentive  (WIN)  program 
in  1967,  it  was  with  the  belief  that  the  growing  experience  of  the  De- 
partment of  Labor  and  the  State  employment  offices  in  providing 
manpower  training  for  the  disadvantaged  made  it  logical  that  they 
administer  the  program. 

This  decision  has  been  justified  in  many  respects.  One  illustration 
of  this  is  the  innovative  development  of  the  manpower  ''team"  staffing 
arrangement  which  makes  available  an  assortment  of  specialists  to  the 
enrollees  (including  "coaches"  often  of  the  same  ethnic  background) 
as  opposed  to  the  more  traditional  approaches  used  in  earlier  man- 
power programs. 

Your  committee  has  just  completed  a  survey  of  WIN  projects  in 
some  29  jurisdictions,  and  has  heard  the  testimony  of  numerous  WIN 
administrators  and  experts  in  the  field,  including  the  organization — 
the  Auerbach  Corporation — which  has  the  prime  contract  for  eval- 
uation of  the  program.  The  performance  of  the  WIN  program  to 
date  has  been  mixed.  In  many  jurisdictions  it  has  performed  well — 
the  welfare  agencies  and  the  employment  services  cooperating  in 
such  a  manner  that  the  program  is  running  relatively  smoothly  and 
with  considerable  promise  of  fulfilling  the  objectives  outlined  by 
Congress.  In  other  jurisdictions — including,  unfortunately,  some  of 
our  largest  metropolitan  areas — the  program  has  gotten  off  to  a  slow 
start.  Often  these  programs  have  been  characterized  by  minimal 
welfare  and  employment  service  cooperation  and,  in  a  few  instances, 
the  hostility  of  one  agency  toward  the  other  has  been  openly  expressed. 

Moreover,  the  problem  of  competing  bureaucracies  has  not  been 
restricted  to  the  State  level.  Secretary  of  Labor  Shultz  stated  in  his 
testimony  before  the  committee: 

Unfortunately,  our  two  Departments  [Labor  and  Health, 
Education,  and  Welfare]  have  not  always  worked  together 
as  smoothly  as  tney  should.  The  study  made  by  the  Legis- 
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lative  Reference  Service  of  the  enactment  of  WIN  establishes 
this  fact.  There  have  been  gaps  in  communication,  and  a 
history  of  competition  for  running  the  work  training  program. 

The  coromittee  strongly  supports  Secretary  Shultz's  position  that 
Health,  Education,  and  Welfare  and  Labor  should  work  with  the 
maximum  of  coordination  in  the  administration  of  family  assistance. 
This  is  essential  to  the  effective  operation  of  the  proposed  program. 

This  situation  just  outlined,  coupled  with  a  slowly  developing 
program  of  child  care  for  WIN  mothers,  which  will  be  discussed  sub- 
sequently in  this  section,  makes  necessary,  however,  a  number  of 
legislative  changes  in  tne  training  program. 

(1)  Uniform  referral  system, — The  system  of  welfare  agency  deter- 
mination of  ' 'appropriateness' '  of  recipients  for  participation  in  the 
program  and  the  resulting  wide  disparity  in  referral  policy  between 
the  States  are  eliminated  by  the  bill.  Specific  definition  of  the  persons 
who  are  expected  to  register  with  the  employment  service  office  will 
eliminate  the  situation  where,  according  to  Department  of  Health, 
Education,  and  Welfare  statistics,  over  96  percent  of  the  welfare 
recipients  assessed  for  WIN  participation  in  West  Virginia  were  re- 
ferred, while  less  than  7  percent  of  those  assessed  were  referred  in 
New  York.  Under  the  system  proposed  by  the  committee  bill,  welfare 
administrators  and  workers  will  not  be  able  to  substitute  their  own 
ideas  of  who  should  be  trained  for  work  for  the  national  policy  laid 
down  by  Congress.  As  a  result,  administrators  of  the  manpower 
programs  should,  in  all  areas,  have  an  adequate  supply  of  candidates 
for  their  manpower  training  slots. 

(2)  Supportive  services  and  training  expenses. — Lack  of  necessary 
health  and  other  supportive  services  has  been  particularly  damaging 
to  the  effective  operation  of  the  WIN  program  in  a  number  of  States. 
The  lack  of  medical  examinations,  the  lack  of  ability  to  remedy  minor 
health  problems,  and  the  lack  of  counseling  services  which  might 
solve  serious  family  problems  all  lead  to  unnecessary  and  wasteful 
terminations  of  participation  in  training  or  employment.  Some  States 
have  established  units  in  their  welfare  agencies  which  have  worked 
effectively  in  getting  welfare  recipients  into  the  program  and  in  work- 
ing with  the  manpower  team  in  keeping  them  in  training  and  on  the 
job  when  they  do  enter  employment.  Under  an  amendment  added  by 
the  committee,  the  bill  would  require,  under  threat  of  loss  of  Federal 
matching,  that  welfare  agencies  provide  those  supportive  services 
which  the  Secretary  of  Health,  Education,  and  Welfare  determines  to 
to  be  necessary  to  support  the  work  and  training  aspects  of  the 
program.  The  bill  emphasizes  the  importance  of  such  services  by 
providing  90-percent  Federal  matching  as  opposed  to  the  75-percent 
matching  for  other  social  services  which  are  not  connected  with  the 
training  program.  Under  the  bill  a  State  must  have  an  agreement 
with  the  Secretary  of  Health,  Education,  and  Welfare  under  which 
it  must  provide  health,  vocational  rehabilitation,  counseling,  social 
and  other  supporting  services  for  persons  who  undertake  or  continue 
manpower  traming  or  employment. 

Your  committee  wishes  to  emphasize  its  intention  that  employment 
service-type  activities  in  the  welfare  agencies  should  not  be  financed 
through  the  existing  regular  social  service  provision,  or  through  the 
supporting  services  provision  which  was  added  by  your  committee's 
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Another  related  problem  of  existing  law  has  been  reimbursement 
for  training  expenses  which  must  come  from  the  welfare  side  of  the 
program.  This  has  often  resulted  in  delayed  payments,  multiple  checks, 
and  general  inconvenience  to  the  trainee  which  have  had  an  adverse 
effect  on  his  attitude  toward  the  program.  Under  your  committee's 
bill,  the  employment  service  could  reimburse  the  trainee  for  necessary 
expenses  directly  related  to  his  participation  in  training,  such  as 
transportation,  lunches,  special  clothes,  and  supplies  needed  for  the 
training. 

(3)  Comprehenswe  manpower  services. — The  1967  WIN  legislation 
authorized  a  comprehensive  array  of  manpower  and  employment 
services.  Your  committee's  bill  is  equally  comprehensive  as  to  the 
services  made  available  and  gives  sufficient  authorit}^  to  the  Depart- 
ment of  Labor  and  the  State  employment  service  offices  so  that  they 
may  develop  individual  employment  plans  to  meet  the  needs  of 
individuals  who  have  serious  vocational,  social,  and  educational 
handicaps.  The  committee  bill  wiW  also  assure  access  to  services  and 
opportunities  available  under  existing  manpower  programs  such  as 
MDTA,  CEP,  JOBS,  and  other  training  programs  of  nationwide 
applicability.  Such  services  and  opportunities  would  include  counsel- 
ing, testing,  work  experience,  institutional  and  on-the-job  training, 
upgrading,  program  orientation,  job  development,  coaching,  job 
placement,  and  followup  services  required  to  assist  in  securing  and 
retaining  employment  and  opportunities  for  advancement.  It  is  not 
intended  by  your  committee  that  these  programs  should  provide 
assistance  which  would  be  supportive  of  firms  or  industries  which 
have  high  rates  of  turnover  of  labor  because  of  low  wages,  seasonality 
or  other  factors. 

(a)  On-the-job  training. — Your  committee  has  been  disappointed 
in  the  implementation  of  a  number  of  the  components  of  the  existing 
program.  On-the-job  training  opportunities  under  the  WIN  program — 
which  currently  are  running  at  about  500  slots — have  not  been 
commensurate  with  the  importance  that  the  Congress  has  placed  on 
this  type  of  training.  Spokesmen  of  the  Department  of  Labor  before 
the  committee  indicated  that  they  have  the  administrative  authority 
to  deal  with  some  of  those  elements  which  have  impeded  the  develop- 
ment of  OJT,  such  as  voluminous  small-print  contracts  which  frighten 
small  employers  away  from  the  program.  The  committee  expects  the 
Labor  Department  and  the  State  employment  services  to  devote 
special  attention  to  the  goal  of  making  OJT  a  meaningful  part  of  the 
program. 

To  make  certain  that  such  training  is  adequately  financed,  your 
committee's  bill  includes  a  special  provision  to  provide  funds  for 
OJT.  As  stated  previously,  the  estimated  amount  of  family  assistance 
benefits  that  woidd  otherwise  be  paid  to  individuals  participating  in 
public  or  private  employer-compensated  OJT  programs  of  the  Secre- 
tary of  Labor  if  they  were  not  participating,  would  be  made  available 
to  the  Secretary  of  Labor  to  pay  the  costs  of  such  programs. 

It  is  not  the  intention  of  the  committee,  however,  that  the  above 
provision  will  replace  the  regular  authorized  appropriations  for  OJT 
under  this  program,  but  will  add  to  the  overall  effort. 

(6)  Special  work  projects. — The  committee  is  also  distressed  that 
the  special  work  project  provision  in  WIN  has  only  been  implemented 
in  a  meaningful  way  in  one  State,  despite  the  fact  that  the  law  re- 
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(][uired  their  implementation  in  all  States.  The  bill  renews  and  empha- 
sizes the  special  work  projects  and  eliminates  the  complex  financing 
arrangements  which  the  Department  of  Labor  declares  has  inhibited 
their  growth.  Your  committee  fully  expects  wide  implementation  of 
special  work  projects.  Your  committee  also  believes  that  these  pro- 
jects may  be  of  critical  importance  to  the  training  and  placement 
of  welfare  recipients  if  employment  rates  fall  below  existing  levels. 

The  bill  provides  authority  for  special  work  projects  which  meet 
real  public  needs  and  which  are  conducted  through  grants  and  con- 
tracts with  public  or  nonprofit  private  agencies  or  organizations.  The 
employment  records  of  participants  in  these  projects  shall  be  reviewed 
at  least  every  6  months  for  the  purpose  oi  determining  whether  it 
would  be  feasible  to  place  such  individuals  in  regular  employment  or 
in  other  kinds  of  training.  The  projects  themselves  should  be  selected 
for  as  much  training  value  as  possible  so  that  they  will  improve  the 
employ  ability  of  the  participants.  It  is  not  the  intention  of  the  com- 
mittee that  such  projects  be  used  for  permanently  subsidized  employ- 
ment, and  measures  should  be  taken  to  move  participants  into  regular 
jobs. 

The  bill  retains  certain  safeguards  in  present  law  with  respect  to 
special  work  projects.  No  wage  rates  provided  under  any  special  work 
project  would  be  lower  than  the  applicable  minimum  wage  for  the 
particular  work  concerned.  In  addition,  appropriate  workmen's 
compensation  protections,  and  standards  for  the  health,  safety,  and 
other  conditions  applicable  to  the  performance  of  work  and  training 
would  be  established  and  maintained.  Conditions  of  work,  training,  edu- 
cation, and  employment  should  be  reasonable  in  light  of  such  factors 
as  the  type  of  work,  geographical  region,  and  proficiency  of  the 
participant. 

(c)  Relocation  assistance. — Authority  for  relocation  assistance  is 
provided  under  the  bill  in  situations  where  an  individual  volunteers  to 
move  from  an  area  where  the  prospects  for  employment  are  poor  to  one 
that  has  a  shortage  of  workers.  Such  assistance  would  be  provided  only 
when  there  is  assurance,  by  the  employment  service  office  in  the  area 
to  which  the  individual  would  be  moved,  that  an  actual  full-time, 
full-year  job  is  available.  Further,  such  jobs  must  lead  to  wages 
sufiicient  to  remove  the  family  being  assisted  in  the  relocation  from 
the  family  assistance  rolls.  The  committee  believes  that  such  assistance 
should  not  be  provided  in  the  case  of  seasonal  employment. 

h.  Allowanxies  for  individuals  undergoing  training 

In  some  instances  training  incentive  allowances  have  been  unfair 
to  WIN  participants  in  that  a  person  enrolled  in  a  manpower  develop- 
ment and  training  (MDTA)  class  might  be  sitting  beside  an  MDTA 
enrollee  who  was  receiving  a  substantially  higher  allowance.  Your 
committee's  bill  would  continue  the  WIN  allowance  of  $30  per  month 
for  each  individual  who  is  a  member  of  a  family  and  is  participating 
in  manpower  training,  but  if  his  allowance  under  the  MDTA  program 
would  be  more  than  $30  higher  than  family  assistance  payments  (plus 
the  State  supplement),  the  mcentive  allowance  to  the  family  assistance 
trainee  would  be  the  difference  between  the  two  allowances. 

Under  the  Manpower  Development  and  Training  Act,  the  basic 
allowance  is  computed  on  the  basis  of  the  average  weekly  gross  un- 
employment compensation  payment  (including  allowances  for  de- 
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pendents)  for  a  week  of  total  unemployment  in  the  State  making  such 
payments  during  the  most  recent  four-calendar-quarter  period  for 
which  such  data  are  available.  This  amount  may  be  increased  by  up  to 
$10,  and  in  addition  $5  a  week  for  each  dependent  over  two  up  to  a 
maximum  of  four  additional  dependents.  There  are  special  provisions 
to  deal  with  the  situation  in  which  an  individual's  unemployment  com- 
pensation benefits  would  exceed  his  training  allowance. 

Thus,  in  most  cases  the  financial  incentive  to  take  training  will  be 
in  excess  of  $30.  In  the  case  of  North  Dakota,  for  example,  family 
assistance  plus  the  State  supplement  would  equal  $188  a  month  for  a 
family  of  four.  However,  since  the  Manpower  Development  and  Train- 
ing Act  allowance  in  that  State  for  the  head  of  a  family  of  four  is  $255, 
the  incentive  payment  would  be  $67  per  month — the  difference  be- 
tween $188  and  $255. 

The  bill  would  provide  for  smaller  training  allowances  for  recipients 
in  Puerto  Rico,  the  Virgin  Islands,  and  Guam. 

c.  Utilization  of  other  programs 

Your  committee's  bill  would  provide  that  the  Secretary  of  Labor, 
in  providing  manpower  training  and  employment  services,  would  be 
authorized  to  use  other  existing  programs  and  all  sectors  of  the 
economy  to  the  maximum  extent  feasible  so  that  the  establishment 
of  an  integrated  and  comprehensive  program  would  result.  The  Secre- 
tary of  Labor  would  be  authorized  to  reimburse  other  public  or  private 
agencies,  where  necessary,  for  services  rendered  to  persons  under 
this  part. 

d.  Appropriation  and  non-Federal  share 

Your  committee's  bill  would  authorize  appropriation  of  funds 
sufficient  to  carry  out  the  manpower  provisions  of  the  bill,  including 
payment  of  up  to  90  percent  of  the  cost  of  training  and  employment 
and  related  supportive  services  for  people  registered  under  the  family 
assistance  plan.  If  the  non-Federal  matching  requirement  of  10  percent 
(which  could  be  made  in  cash  or  in  kind)  was  not  met  in  any  State, 
a  portion  of  its  Federal  share  of  medicaid  and  other  welfare  expendi- 
tures would  be  withheld  until  the  deficit  was  made  up.  The  Secretary 
of  Labor  would  apportion  appropriated  funds  equitably  among  the 
States.  In  developing  criteria  for  apportionment,  the  Secretary  of 
labor  shall  consider  the  number  of  registrations  and  other  relevant 
factors. 

In  addition  to  the  training  slots  currently  contemplated  under  the 
existing  WIN  program,  the  Administration  has  stated  that  training 
would  be  expanded  to  a  total  of  225,000  slots,  including  75,000  for 
upgrading  the  skills  of  the  working  poor,  in  the  first  full  year  of  the 
operation  of  the  family  assistance  plan. 

e.  Child  care.  Your  committee  has  been  disturbed  because  neces- 
sary child  care  has  not  been  available  in  many  cases  when  it  has  been 
needed  to  enable  a  parent  to  participate  in  training  and  employment 
under  the  existing  work  incentive  program.  Lack  of  child  care  has,  in 
fact,  been  one  of  the  major  drawbacks  in  the  functioning  of  the  pro- 
gram, as  was  shown  by  the  committee's  survey  of  WIN  projects  and 
by  the  evaluation  study  of  the  Auerbach  Corp. 

Your  committee  believes  that  a  major  effort  is  needed  to  remove 
lack  of  child  care  as  a  deterrent  to  training  and  employment.  It  also 
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recognizes  that  the  availability  of  necessary  child  care  is  crucial  to  the 
success  of  the  family  assistance  plan.  The  child  care  provisions, 
therefore,  are  aimed  at  making  available  the  appropriate  kind  of  child 
care  needed  by  families  who  are  covered  by  the  Family  Assistance  Act. 

Your  committee's  bill  requires  the  Secretary  of  Health,  Education, 
and  Welfare,  both  directly  (by  contract  or  grant  to  public  or  private 
agencies)  and  through  a  system  of  prime  grantees,  to  provide  child 
care  for  individuals  participating  in  training  or  employment  under 
the  manpower  program.  The  Secretary  is  authorized  to  make  grants 
for  up  to  100  percent  of  the  costs  of  child  care  projects  (including  trans- 
portation, and  the  alteration,  remodeling  and  renovation  of  facilities) 
to  pubHc  or  nonprofit  private  agencies  which,  in  a  particular  geographic  area 
will  assure  that  child  care  is  provided  to  persons  entitled  to  receive  it 
under  the  Family  Assistance  Act.  The  organization  or  agency  to  serve 
as  the  prime  grantee  for  a  geographical  area  is  to  be  designated  by 
the  appropriate  elected  or  appointed  official  or  officials  in  that  area. 
The  prime  grantee  will  be  required  to  demonstrate  a  capacity  to  work 
effectively  with  the  manpower  agency.  Where  appropriate,  group  or 
institutional  care  for  children  attending  school  would  be  provided 
through  local  school  systems  arrangements  with  local  educational 
agencies.  Child  care  programs  provided  under  the  act  would  be  of 
various  kinds,  providing  for  the  kind  of  care  needed  in  the  light  of 
different  circumstances  and  needs  of  the  children  to  be  served.  The 
Secretary  is  also  authorized  to  charge  a  fee  for  part  or  all  of  the  cost 
of  child  care  if  a  family  has  the  ability  to  make  a  payment. 

Your  committee  believes  that  the  child  care  provisions  of  the 
Family  Assistance  Act  will  help  to  overcome  some  of  the  obstacles 
which  have  inhibited  the  development  and  provision  of  child  care 
services  in  the  past.  By  providing  for  Federal  initiative  and  responsi- 
bility and  full  Federal  funding,  your  comraittee  is  making  it  possible 
for  the  Department  of  Health,  Education,  and  Welfare  to  move 
expeditiously  and  quickly,  without  being  required  to  wait  for  State 
or  local  organizations  and  agencies  to  provide  matching  programs  and 
funding. 

The  committee  also  expects  that  the  Department  will  use  its  grant 
and  contract  authority  to  make  certain  that  the  organizations  and 
agencies  involved  will  provide  for  a  greater  diversity  in  the  kinds  of 
child  care  than  that  which  is  currently  available.  For  example,  school 
age  children  could,  in  many  cases,  be  most  appropriately  cared  for  in 
the  school  when  care  is  needed  in  out-of-school  hours.  Parents  should 
have  the  option,  too,  of  using  babysitters  of  their  choice,  if  they  do 
not  care  to  use,  or  do  not  have  available,  group  child  care  facilities 
which  are  appropriate  for  their  children.  The  committee  does  not 
expect  that  day  care  centers  will  be  used  in  cases  where  other  kinds  of 
care  are  more  appropriate. 

By  requiring  that  the  prime  grantees  demonstrate  a  capacity  to 
work  effectively  with  the  manpower  agency,  the  committee  believes 
that  a  greater  degree  of  coordination  of  manpower  and  child  care  serv- 
ices can  be  achieved  than  has  been  the  case  in  previous  programs. 

The  committee  bill  will  make  it  possible  to  use  a  wider  variety  of 
child  care  resources  than  has  been  possible  in  the  past.  The  Secretary 
of  Health,  Education,  and  Welfare  will  be  able  to  make  grants  and 
contracts  according  to  his  determination  of  how  family  assistance  recip- 
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ients  can  be  served  most  effectively.  He  will  be  able  to  utilize  public 
agencies,  as  well  as  private,  nonprofit  and  profitmaking  agencies  and 
organizations.  Thus,  both  the  public  and  private  sectors  will  be  used  in 
the  provision  of  child  care.  The  same  authority  will  be  available  to 
prime  grantees  in  entering  into  agreements  within  their  areas  of 
responsibility. 

Your  committee  believes  that  well-designed  child  care  programs, 
in  addition  to  benefiting  parents  by  freeing  them  for  work,  can  also  be 
of  great  benefit  to  the  child  and  can  help  to  break  the  cycle  of  poverty. 
Child  care  for  the  preschool  child  should  not  be  merely  custodial 
care,  but  should  provide  for  child  development,  through  the  provision 
of  health,  educational,  and  other  necessary  services. 

However,  your  committee  is  also  concerned  that  unreasonable 
Federal,  State,  and  local  standards  and  licensing  requirements  have 
interfered  wdth  the  provision  of  essential  child  care  services,  and  may 
prove  a  barrier  to  the  development  and  provision  of  the  services 
essential  to  the  success  of  the  family  assistance  i)lan.  Therefore, 
the  Secretary  of  Health,  Education,  and  Welfare  is  requested  to 
furnish  the  committee  by  February  1,  1971,  a  report  and  recom- 
mendations based  on  a  thorough  review,  in  cooperation  with  State 
and  local  officials,  of  existing  Federal  standards  as  well  as  State  and 
local  licensing  requirements,  in  order  to  determine  those  requirements 
which  are  essential  both  to  protecting  the  child  and  assuring  an 
appropriate  program  for  him. 

Your  committee's  bill  also  authorizes  funds  for  grants  to,  and  con- 
tracts with,  any  public  or  private  agency  or  organization  for  part  or 
all  of  the  costs  for  evaluation,  research,  training  of  personnel,  technical 
assistance  or  research  or  demonstration  projects  to  determine  more 
effective  methods  of  providing  child  care  sei  vices. 

The  Department  of  Health,  Education,  and  Welfare  has  told  the 
committee  that  it  intends  to  request  budget  authority  of  $386  million 
for  child  care  purposes  for  the  first  full  year  of  operation  of  the  child 
care  program.  It  estimates  that  it  will  provide  services  for  300,000 
school  age  children  at  an  estimated  cost  of  $400  per  child  and  for 
150,000  preschool  children  at  an  estimated  cost  of  $1,600  per  child.  A 
total  of  $26  million  would  be  designated  for  alteration,  remodeling 
and  renovation  of  facilities  and  for  staff  training  and  research  and 
demonstration  projects. 

In  order  to  assure  that  child  care  resources  will  be  developed  as 
rapidly  as  possible,  your  committee  has  pro^dded  that  the  child  care 
provisions  will  be  eft'ective  as  soon  as  the  bill  is  enacted  into  law. 

/.  Advance  funding 

(1)  In  order  to  give  adequate  notice  of  available  funding,  under 
your  committee's  bill,  appropriations  for  one  year  to  pay  the  cost  of 
the  program  during  the  next  year  would  be  authorized. 

(2)  In  ordei  to  make  the  transition  to  advance  funding,  initial 
funding  under  your  committee's  bill  would  provide  for  the  year  of 
enactment  of  this  bill  and  for  the  next  following  year. 

g.  Evaluation  and,  research:  Reports  to  Congress 

(1)  Your  committee's  bill  would  provide  for  continuing  evaluation 
and  research  by  the  Secretaries  of  Labor  and  Health,  Education,  and 
Welfare  of  the  man})ower  training  and  employment  programs  provided 
under  this  act,  including  their  effectiveness  in  achieving  stated  goals 
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and  their  impact  on  other  related  programs.  The  Secretary  of  Labor 
may  conduct  research  and  demonstration  projects  to  improve  the 
effectiveness  of  the  manpower  training  and  employment  programs. 
He  may  also  conduct  demonstrations  of  improved  training  techniques 
for  upgrading  the  skills  of  the  working  poor.  The  Secretary  of  Labor 
may,  for  these  purposes,  contract  for  independent  evaluations  of  and 
research  regarding  such  programs  or  individual  projects  under  such 
programs,  and  establish  a  data  collection,  processing,  and  retrieval 
system. 

Sums  not  to  exceed  $15  million  would  be  authorized  for  such 
research  and  evaluation  in  any  fiscal  year. 

(2)  The  bill  would  require  an  annual  report  to  the  Congress  from 
the  Secretary  of  Labor  on  the  programs  for  manpower  training  and 
employment  services.  The  committee  believes  that  an  information 
and  accounting  system  should  be  maintained  so  that  the  amount  of 
money  expended  and  services  rendered  under  this  program  may  be 
clearly  distinguishable  from  those  under  other  manpower  programs. 
The  Secretary  of  Health,  Education,  and  Welfare  also  is  required  to  file 
an  annual  report  on  the  programs  for  child  care  and  supportive 
services. 

5.  CONFORMING  AMENDMENTS   EELATING   TO  ASSISTANCE   FOR  NEEDY 
FAMILIES  WITH  CHILDREN 

Your  committee's  bill  would  eliminate  the  provisions  of  the  present 
AFDC  program  that  relate  to  cash  payments  for  families  with  de- 
pendent children,  but  would  not  substantially  alter  those  provisions 
of  title  IV  which  provide  services  for  families,  foster  care  for  children 
and  emergency  assistance.  The  requirement  of  the  present  AFDC 
program  that  the  State  plan  of  aid  and  services  to  families  mth 
children  must  be  in  effect  in  all  political  subdivisions  of  the  State 
would  be  modified,  as  it  would  apply  only  to  services.  The  bill  would 
authorize  the  Secretary  to  permit  certain  exceptions  to  the  ''State- 
wideness"  requirement. 

B.  Changes  in  the  Program  for  the  Aged,  Blind,  and  Disabled 

1.  AID  TO  the  aged,  BLIND,  AND  DISABLED 

Your  committee  has  a  continuing  deep  concern  for  those  of  our 
citizens  who  are  in  financial  need  because  of  old  age  or  because  of 
blindness  or  other  crippling  disabilities.  Your  committee  believes  that 
it  is  important  at  this  time  to  revise  the  programs  aiding  these  people 
in  order  to  improve  the  substance  and  operation  of  these  programs. 

2.   GRANTS  TO  STATES  FOR  AID  TO  THE  AGED,   BLIND,   AND  DISABLED 

Your  committee's  bill  amends  the  existing  title  XVI  of  the  Social 
Security  Act  and  sets  forth  the  revised  title  XVI  in  its  entirety.  The 
existing  title  I  (Old-age  Assistance),  title  X  (Aid  to  the  Blind),  and 
title  XrV  (Aid  to  the  Permanently  Disabled)  would  be  repealed. 
Under  the  bill  the  new  title  represents  the  only  federally  aided  public 
assistance  program  for  needy  aged,  blind,  or  disabled  individuals.  In 
addition,  Federal  definitions  would  be  substituted  for  those  of  the 
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individual  States.  The  more  uniform  requirements  are  necessary  to 
facilitate  Federal  administration  of  the  program.  The  changes  in  the 
individual  sections  of  title  XVI  are  set  forth  below. 

a.  Appropriations 

The  section  of  your  committee's  bill  which  authorizes  appropria- 
tions for  aid  to  the  aged,  blind,  and  disabled  under  State  plans,  is 
amended  to  remove  any  reference  to  medical  assistance,  including 
medical  assistance  for  the  aged.  This  is  because  existing  provisions  of 
law  preclude,  as  of  January  1,  1970,  Federal  financial  participation 
in  medical  assistance  provided  under  any  of  the  public  assistance 
titles  except  title  XIX  (Medicaid). 

b.  State  plans  Jor  financial  assistance  and  services  to  the  aged,  blind,  and 

disabled 

Your  committee's  bill  retains  most  of  the  existing  State  plan  re- 
quirements relating  to  the  programs  of  aid  to  the  aged,  blind  and 
disabled,  and  adds  several  new  requirements.  Among  new  require- 
ments is  a  periodic  evaluation  of  the  State  plan  at  least  annually,  and 
an  obligation  on  the  part  of  the  States  to  observe  priorities  and  per- 
formance standards  set  by  the  Secretary  in  the  administration  of  the 
State  plan  and  in  providing  services  thereunder. 

The  present  prohibition  against  any  age  requirement  of  more  than 
65  years  and  against  any  citizenship  requirement  excluding  U.S. 
citizens  have  been  retained.  Also,  the  bill  requires  that  payments 
cannot  be  denied  by  a  State,  because  of  lack  of  citizenship,  to  an  alien 
who  has  been  residing  in  the  United  States  for  5  years. 

Your  committee's  bill  prohibits  any  residency  requirements  that 
would  exclude  any  resident  of  the  State. 

c.  Determination  oj  need 

Your  committee's  great  concern  with  the  inadequacy  and  uneven- 
ness  of  assistance  payments  now  being  made  to  people  in  need  because 
of  old  age,  blindness,  or  disability,  is  reflected  in  the  bill's  provisions 
governing  determination  of  need.  The  bill  requires  the  States  to  pay 
cash  assistance  in  an  amount  which,  when  added  to  nonexcluded  in- 
come from  other  sources,  guarantees  income  of  at  least  $110  per  month 
per  recipient.  The  bill  would  also  require  that  the  standard  of  need  not 
be  lower  than  the  standard  applied  on  the  date  of  enactment  under  the 
State  plan  approved  under  the  existing  title  XVI  or  (in  case  the  State 
had  not  had  such  a  plan)  the  appropriate  one  of  the  standards  of  need 
applied  under  the  plans  approved  under  titles  I,  X,  and  XIV.  (It  is 
recognized  that  some  individuals  in  nursing  homes  and  institutions 
have  a  large  part  of  their  needs  met  under  other  programs  and  that  any 
dollar  minimum  should  not  apply  to  them.) 

The  bill  would  require  the  States  to  use  the  same  definition  of  allow- 
able resources  as  provided  for  in  the  family  assistance  plan  (see  page 
3). 

Your  committee's  bill  would  also  provide  tliat  the  States  could  not 
imi:)ose  any  responsibility  for  a  relative  to  support  the  individual; 
except  that  a  State  could  require  that  a  spouse  support  the  recipient 
or  that  parents  support  a  child  who  is  under  21  or  blind  or  severely 
disabled. 

Under  existing  law,  a  State  may  (at  its  option)  disregard  the  first 
$20  of  earnmgs  of  an  aged  person  and  one-half  of  the  next  $60  per 
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month.  Your  committee's  bill  changes  the  optional  disregard  provi- 
sion to  make  it  the  same  as  that  in  the  family  assistance  program — 
the  first  $60  per  month  pius  one-half  of  the  re  mainder. 

Your  committee  also  believes  that  the  earnings  exemption  for  the 
severely  disabled  should  be  liberalized  and  made  mandatory  on  the 
States  and  the  bill  so  provides.  The  bill  makes  it  consistent  with  that 
which  has  been  in  effect  for  some  years  for  the  blind,  i.e.,  a  mandatory 
exemption  of  $85  per  month  plus  one-half  of  the  remainder,  together 
with  any  additional  amounts  that  are  disregarded  under  an  approved 
plan  of  vocational  rehabilitation.  Your  committee  believes  this  change 
will  provide  more  meaningful  encouragement  for  severely  disabled 
persons  to  accept  rehabilitation  services  and  employment  within  their 
capacities  and  will  assure  equitable  treatment  as  between  blind 
individuals  and  individuals  with  other  forms  of  severe  disability. 

The  bill  would  retain  the  present  mandatory  disregard  of  the  ex- 
emption of  the  first  $85  of  earnings  per  month  in  the  case  of  the  blind. 
Also,  as  under  present  law,  $7.50  in  any  income  for  the  aged,  blind,  or 
disabled,  could  be  disregarded  at  the  option  of  the  States. 

d.  Payments  to  States  jor  aid  to  the  aged,  blind,  and  disabled 

Your  committee's  bill  would  establish  the  following  new  Federal 
matching  formula  with  respect  to  expenditures  for  aid  to  the  aged, 
blind,  and  disabled  under  State  plans  approved  under  the  new  title 
XVI.  With  respect  to  such  assistance,  the  Federal  Government  would 
make  the  following  Federal  contribution:  (1)  90  percent  of  the  first  I 
$65  of  average  payment,  plus  (2)  25  percent  of  the  balance  up  to  a  \ 
maximum  set  by  the  Secretary  of  Health,  Education,  and  Welfare,  j 

e.  Alternative  provision  for  direct  Federal  payments  to  individuals  j 
The  bill  contains  new  authority  which  would  permit  the  Secretary  | 

of  Health,  Education,  and  Welfare  to  enter  into  agreements  with  any  ■ 

State  under  which  the  Secretary  would  make  the  payments  directly  to  ; 

the  eligible  individuals.  Under  such  an  agreement  the  Federal  Govern-  | 

ment  would  pay  all  of  the  administrative  costs.  Your  committee  | 

believes  that  this  authority  will  make  possible  economies  in  operation  | 

that  are  generally  associated  with  unified  administration.  | 

/.  Overpayments  and  underpayments  \ 
Your  committee's  bill  would  require  that  the  Secretary  of  Health,  \ 
Education,  and  Welfare  make  appropriate  provision  to  avoid  penaliz-  j 
ing  recipients  for  past  overpayments  if  they  were  without  fault  and  if  | 
adjustment  or  recovery  would  defeat  the  purposes  of  the  program 
or  be  against  equity  or  good  conscience  or  (because  of  the  small 
amount  mvolved)  impede  efficient  or  effective  administration. 

g.  Operation  of  State  plans  \ 
The  bill  sets  out  conditions  under  which  the  Secretary  of  Health, 

Education,  and  Welfare  would  withhold  Federal  funds  in  whole  or 
in  part  when  the  Secretary,  after  reasonable  notice  and  opportunity 
for  hearing  to  the  State  agency,  finds  that  the  State  plan  for  aid  to  the 
aged,  blind,  and  disabled  no  longer  complies  with  the  plan  require- 
ments. 

h.  Payments  to  States  for  services  and  administration 

The  bill  provides,  that,  with  respect  to  services  for  which  expendi- 
tures are  made  under  the  approved  State  plan,  the  Federal  Gov- 


41 


ernment  would  pay  the  same  percentages  of  costs  as  under  existing 
law — that  is,  75  percent  in  the  case  of  the  training  of  personnel  and 
certain  specified  services  and  50  percent  in  the  case  of  the  other  costs 
of  administering  the  State  plan.  The  bill  also  retains  the  provision 
under  which  75-percent  matching  is  available  only  when  the  State 
plan  provides  for  the  minimum  services  for  self-support  or  self-care 
prescribed  by  the  Secretary  of  Health,  Education,  and  Welfare. 

i.  Computation  of  payments  to  States 

Your  committee's  bill  authorizes  the  Secretary  of  Health,  Educa- 
tion, and  Welfare  to  estimate  before  each  quarter  the  amount  a  State 
is  entitled  to  for  aid,  services,  and  administration  for  that  quarter, 
and  authorizes  the  Secretary  to  pay  the  estimated  amount  in  install- 
ments adjusted  hj  any  overpayment  or  underpayment  for  any  prior 
quarter.  This  continues  the  arrangement  under  present  law. 

j.  Definition 

Under  existing  law  eligibility  on  account  of  disability  is  limited  to 
those  who  are  permanently  and  totally  disabled,  while  your  com- 
mittee's bill  would  provide  aid  to  those  who  are  ^'severely"  disabled. 
The  bill  would  also  specify  that  whether  an  individual  is  blind  or 
severely  disabled  woidd  be  determined  in  accordance  with  criteria 
prescribed  by  the  Secretary,  whereas  under  present  law  there  are  no 
federally  prescribed  criteria  for  determining  whether  an  individual 
is  blind  or  totally  disabled. 

The  committee  expects  that  severely  disabled  will  be  interpreted  to 
mean  persons  whose  physical  or  mental  conditions  substantially 
preclude  them  from  engaging  in  gainful  employment  or  self-employ- 
ment. It  is  also  expected  that  the  disability  is  one  that  has  or  can  be 
expected  to  last  for  a  period  of  12  months  or  result  in  death.  Thus,  the 
definition  of  severely  disabled  would  follow  closely  the  definition  now 
used  for  disabilit}^  insurance  benefits  under  title  II. 

Your  committee  understands  that  all  but  a  very  few  States  use 
essentially  the  same  definition  of  blindness  insofar  as  central  visual 
acuity  is  concerned  (i.e.,  less  than  20/200  in  the  better  eye  with 
maximum  correction).  It  accordingly  believes  that  a  uniform  national 
definition  is  warranted  at  this  time. 

k.  Repeal  of  titles  I,  X,  and  XIV  of  the  Social  Security  Act 

Your  committee's  bill  would  repeal  titles  I,  X,  and  XIV,  which  are 
replaced  by  the  provisions  of  the  present  bill. 

C.  Miscellaneous  Conforming  Amendments 

Your  committee's  bill  would  make  a  number  of  necessary  conform- 
ing changes  in  titles  IV,  XI,  XVIII,  XIX  of  the  Social  Security  Act. 

It  would  also  amend  the  Social  Security  Amendments  of  1969.  Sec- 
tion 1007  of  these  amendments  is  a  provision  for  passing  along  some  of 
the  social  security  benefit  increase  provided  under  those  amendments 
to  pubhc  assistance  recipients.  The  provision  requires  each  State  to 
assure  that  every  recipient  in  the  adult  categories  of  public  assistance 
who  receives  a  social  security  benefit  Avill  receive  a  $4  monthly  increase 
in  total  income  (either  b}^  disregarding  that  part  of  the  social  security 
benefit  or  by  raising  the  State's  standard  of  assistance  for  all  recipi- 
ents). This  provision  was  made  applicable  only  through  June  1970. 
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Under  your  committee's  bill  the  requirement  would  be  made  perma- 
nent. 

D.  General 

1.  EFFECTIVE  DATE 

The  changes  made  in  the  bill,  other  than  the  child  care  proT^isions 
would  be  effective  with  July  1,  1971,  except  for  those  States  which 
have  statutes  which  prevent  them  from  making  the  supplementary 
payments  required  by  the  new  part  E  of  title  IV  and  whose  legisla- 
tures have  not  met  and  adjourned  by  July  1,  1971.  The  committee  has 
been  informed  that  only  a  few  States  would  be  in  this  situation.  The 
bill  would  be  effective  on  July  1,  1972,  or  earlier  if  the  State  certifies 
that  the  statutory  impediment  no  longer  exists.  The  child  care  provi- 
sions would  be  effective  upon  enactment  of  the  bill. 

2.  SAVING  PROVISION 

Your  committee's  bill  assures  that  for  2  fiscal  years  after  the  year  in 
which  the  supplementary  payment  provisions  become  effective  a 
State's  expenditures  for  supplementary  payments  and  payments  under 
title  XVI  (from  its  own  funds)  would  not  by  reason  of  the  requirements 
of  this  act  have  to  exceed  its  expenditures  (non-Federal)  under  existing 
law  for  the  same  year.  The  bill  provides  that  for  these  2  fiscal  years 
the  Federal  Government  would  meet  the  excess  of  non-Federal  ex- 
penses made  necessary  by  the  bill  over  what  the  non-Federal  expense 
would  have  been  under  present  law.  States  and  localities  would  thus 
be  guaranteed  no  required  increase  in  expenditures  for  assistance  pay- 
ments as  compared  with  what  would  have  been  expended  under  exist- 
ing law  for  the  same  period.  Since  most  States  would  not  be  required  to 
incur  additional  costs  as  a  result  of  enactment  of  this  bill,  this  provision 
would  act  as  a  saving  provision  for  a  few  States  that  would  incur  rela- 
tively modest  welfare  costs  under  the  bill. 

3.  SPECIAL  PROVISIONS  FOR  PUERTO  RICO,  THE  VIRGIN  ISLANDS,  AND 

GUAM 

Your  committee's  bill  includes  special  provisions  for  Puerto  Rico, 
the  Vu-gin  Islands,  and  Guam  under  which  the  amount  of  family 
assistance  benefits,  and  all  of  the  amounts  used  under  the  family 
assistance  plan  (other  than  the  $720  amount  of  annual  earnings  to  be 
disregarded)  and  the  new  title  XVI  of  the  Social  Security  Act  (aid  to 
the  aged,  blind,  and  disabled),  would  be  adjusted  (but  only  downward) 
as  the  per  capita  income  of  each  is  related  to  the  per  capita  income  of 
the  lowest  per  capita  income  State. 

IV.  FINANCING  THE  FAMILY  ASSISTANCE  ACT 

The  cost  in  calendar  year  1968  terms  to  the  Federal  Government 
of  your  committee's  bill  is  $4.4  billion  above  expenditures  under 
present  law,  the  same  as  the  cost  of  the  welfare  recommendations 
submitted  to  the  Congress  by  President  Nixon  in  October  1969. 
This  estimate  is  based  upon  information  furnished  to  your  committee 
by  the  Department  of  Health,  Education,  and  Welfare.  The  1968 
figures  are  the  latest  available  and  the  reason  they  are  used  is  ex- 
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plained  in  the  discussion  below  under  the  heading  Federal  Control  of 
Costs.  However,  the  components  of  cost  differ,  as  shown  in  the  table 
below : 

NET  COST  COMPARISON:  PRESIDENT'S  PROPOSAL  VS.  COMMITTEE  BILL,  CALENDAR  YEAR  19681 


President's 
proposal 


Committee 
bill 


Payments  to  families  2  

Payments  to  States  under  pt.  Es. 

Adult  assistance..  

Training  and  day  care*  

Administration  and  other  

Total   


(billions) 

$3.0 
.1 
.4 
.6 
.3 


(billions) 

$2.6 
.4 
.5 
.6 
.3 


4.4 


4.4 


'  The  Department  of  Health,  Education,  and  Welfare  was  not  able  to  furnish  all  of  the  cost  information  presented  on  the 
basis  of  the  figures  applying  to  the  fiscal  year  1972,  the  first  full  year  under  the  proposed  programs.  The  costs  are  expressed , 
therefore,  in  terms  of  what  the  programs  would  have  cost  had  they  been  in  operation  in  1968  (but  including  the  effects  of 
the  15  percent  general  increase  in  social  security  benefits  effective  this  year). 

2  This  item  is  the  estimated  cost  of  the  family  assistance  plan  payments  to  low-income  families  with  children  minus  the 
cost  of  the  Federal  share  of  AFDC  payments  under  existing  law. 

3  For  the  President's  proposal,  this  item  is  the  cost  of  the  "50-90"  rule  (explained  below).  For  the  committee  bill,  it  is 
the  cost  of  the  30-percent  Federal  matching  of  State  supplemental  payments  plus  the  cost  of  the  saving  provision  described 
on  page  — . 

*  These  figures  are  not  in  the  bill;  they  are  the  figures  the  administration  has  indicated  it  will  include  in  the  1972  budget 
for  such  purposes. 

Several  of  the  changes  made  by  your  committee  affect  the  way  in 
which  the  Federal  Government  will  incur  costs  and  the  financial  im- 
pact on  individual  States.  Chief  among  the  changes  were  (1)  deletion 
of  a  provision  which  permitted  one-half  of  unearned  income  to  be 
disregarded  in  computing  the  family  assistance  benefits;  (2)  deletion 
of  a  provision  which  assured  the  States  a  savings  of  10  percent  of  their 
costs  in  the  federally-assisted  public  assistance  programs  and  which 
also  required  certain  States  to  spend  at  least  50  percent  of  these  costs 
(the  ''50-90"  rule) ;  (3)  the  inclusion  of  a  new  provision  under  which  the 
Federal  Government  will  pay  30  percent  of  a  State's  supplementary 
payment  costs  (up  to  the  poverty  level) ;  and  (4)  increasing  the 
minimum  income  payment  (to  an  individual  with  no  other  income) 
in  the  adult  categories  from  $90  per  recipient  to  $110  per  month. 

The  deletion  of  the  unearned  income  exemption  resulted  in  lowered 
costs  sufficient  to  finance  your  committee's  changes.  In  addition,  the 
recently  enacted  changes  in  social  security  benefits  lowered  costs  of 
public  assistance  for  both  the  Federal  Government  and  the  States. 


A  summary  of  the  cost  impact  of  these  changes  is  shown  below. 

BUlion 

Reduction  in  cost  due  to  deletion  of  unearned  income  exemption  —  $0.  4 

Reduction  in  cost  due  to  deletion  of  "50-90"  rule   — .  1 

Reduction  in  cost  from  social  security  benefit  increases   —.1 

Cost  of  30-percent  Federal  matching  of  State  supplementary  payments   +.  4 

Cost  of  increasing  the  minimum  income  standards  in  the  adult  categories.  _    +.  2 


Total   0.  0 


The  total  fiscal  savings  afforded  to  the  States  by  your  committee's 
bill  are  about  the  same  as  those  which  the  States  would  have  achieved 
under  the  administration's  proposal.  The  way  in  which  the  States 
share  in  this  fiscal  relief,  however,  is  substantially  changed.  In  general, 
States  which  have  been  making  greater  fiscal  effort  in  their  welfare 
programs  achieve  more  savings  than  they  would  have  under  the 
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President's  proposed  legislation.  This  results  from  the  combined 
impact  of  the  change  to  the  30  percent  matching  in  State  supplemen- 
tar}^  payment  costs,  which  helps  States  with  higher  benefit  levels,  and 
the  increased  minimum  income  standards,  which  require  States  which 
have  relatively  low  benefit  levels  in  their  adult  category  programs  to 
mcrease  their  fiscal  eft'ort.  A  comparison  of  fiscal  relief  under  the 
administration's  initial  proposals  and  under  your  committee's  bill 
is  shown  below. 

TABLE  I— COMPARISON  OF  STATE  FISCAL  RELIEF,  ADMINISTRATION  PROPOSAL  VERSUS  COIVIIVIITTEE  BILL, 

FISCAL  YEAR  1968 

[in  millions  of  dollars] 


Adminis- 
tration bill 


Committee 
bill 


Alabama   $12.0 

Alaska    .4 

Arizona    3,4 

Arkansas   6.  5 

California   107.0 

Colorado   9.7 

Connecticut   2.6 

Delaware   .9 

District  of  Columbia   2.8 

Florida    8.6 

Georgia     12.5 

Hawaii     2.0 

Idaho   .4 

Illinois    22.4 

Indiana    2.8 

Iowa  -    2.9 

Kansas     2.6 

Kentucky   10,6 

Louisiana    17.2 

Maine     1.3 

Maryland   12.  6 

Massachusetts   12.9 

Michigan    14.4 

Minnesota    2.9 

Mississippi   4,7 

Missouri   12. 1 

Montana    .7 


$4.0 
.8 

2.6 

12.1 
8.0 
1.3 
2.4 
4.5 

Q) 

3.6 
.3 
39.7 
4.9 

a 

2,6 
10.8 

41.2 
27.1 
4.6 


Adminis- 
tration bill 


Committee 
bill 


Nebraska    $0.7 

Nevada    .6 

New  Hampshire   

New  Jersey   

New  Mexico  

New  York   -  

North  Carolina  

North  Dakota   

Ohio   

Oklahoma   

Oregon   -  

Pennsylvania    

Rhode  Island  

South  Carolina  

South  Dakota   

Tennessee   --  8. 

Texas     25. 

Utah,   2. 

Vermont  

Virginia.    4. 

Washington   7. 

V/est  Virginia.    4. 

Wisconsin   6. 

Wyoming   

Total   500. 3 


$2.5 
.8 
.1 
17.0 
2.8 
62.4 
(0 
(0 
31.9 
9.0 
5.2 
38.9 
3.6 

2.3 
4.8 
1.3 
.1 
5.6 
13.7 
2.0 
8.5 
.3 


567.6 


1  These  States  would  not  obtain  any  fiscal  relief  but  would  be  protected  from  incurring  additional  costs  by  the  saving  pro- 
vision in  H.R.  16311  for  2  fiscal  years  after  enactment. 
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TABLE  II.— 1968  FEDERAL  AND  NON-FEDERAL  COSTS  OF  PUBLIC  ASSISTANCE  BY  STATE  AND 
PROGRAM  (EXISTING  LAW)i 
(In  millions] 


Combined  programs  Adult  programs  Family  programs 


Total 

Federal 

Non- 
Federal 

Total 

Federal 

Non- 
Federal 

Total 

Federal 

Non- 
Federal 

Alabama  

$113.3 

$87.8 

$25.5 

$96.4 

$73.7 

$22.7 

$16.9 

$14.1 

$2.  8 

Alaska  

5.2 

2.8 

2.4 

2.5 

1.3 

1.2 

2.7 

1.5 

1.2 

Arizona  

28.0 

21.4 

6.6 

13.2 

9.9 

3.3 

14.8 

11.5 

3.  3 

Arkansas  

57.8 

45.1 

12.7 

48.8 

S7.9 

10.9 

9.0 

7.2 

1.  8 

California  

1,  018. 6 

533.5 

548.1 

620.4 

310.2 

310.2 

461.2 

223.2 

237.  9 

Colorado  

67.8 

40.3 

27.4 

42.7 

27.5 

15.2 

25.1 

12.8 

12.  3 

Connecticut  

66.8 

30.4 

36.4 

16.4 

8.2 

8.2 

50.4 

22.2 

28.  2 

Delaware  

9.8 

6.4 

3.4 

3.0 

1.8 

1.2 

6.8 

4.6 

2.  2 

District  of 

Columbia  

20.2 

11.6 

8.6 

7.4 

4.4 

3.0 

12.8 

7.2 

5.  6 

Florida...  

92.4 

72.5 

19.9 

57.2 

44.2 

13.0 

35.2 

28.3 

6.  9 

Georgia  

115. 1 

89.8 

25.3 

79.7 

62. 1 

17.6 

35.4 

27.7 

7.  7 

Hawaii   

15.8 

7.8 

8.0 

4.6 

2.3 

2.3 

11.2 

5.5 

5.  7 

Idaho  

12.  0 

8. 1 

3.9 

5.2 

3.5 

1.7 

6.8 

4.6 

2.  2 

Illinois...  

228.3 

124.0 

104.3 

70.2 

45, 1 

25.1 

158.1 

78.9 

79.  2 

Indiana  

33.7 

21.3 

12.4 

13.1 

9.9 

3.2 

20.6 

11.4 

9.  2 

Iowa   

65. 8 

39.2 

26.6 

35.7 

21.3 

14.4 

30. 1 

17.9 

12.2 

Kansas  

42.6 

24.4 

18.2 

20.0 

11.6 

8.4 

22.6 

12.8 

9.8 

Kentucky  

93.4 

71.9 

21.5 

55.4 

42,8 

12.6 

38.0 

29.1 

8.9 

Louisiana  

157.0 

119.6 

37.4 

116.1 

87.5 

28.6 

40.9 

32.1 

8.8 

Maine   

18.8 

13.6 

5.2 

10.6 

8,0 

2.6 

8.2 

5.6 

2.6 

Maryland  

74.8 

44.4 

30.4 

22.3 

14.1 

8.2 

52.5 

30.3 

22.2 

Massachusetts — 

182.6 

77.6 

105.0 

75.3 

37. 6 

37.7 

107.3 

40.0 

67.3 

Michigan  

163.8 

87.1 

76.7 

58.5 

35.8 

22.7 

105.3 

51.3 

54.0 

Minnesota...  

68.0 

39.7 

28.3 

27.6 

16,1 

11.5 

40.4 

23.6 

16.8 

Mississippi  

58.7 

48.0 

10.7 

48.1 

39,2 

8,9 

10.6 

8.8 

1.8 

Missouri  

134.2 

94.3 

39.9 

97.8 

67,2 

30,6 

36.4 

27. 1 

9.3 

Montana..  

8.9 

6.0 

2.9 

4.5 

3,2 

1.3 

4.4 

2.8 

1.6 

Nebraska  

19.8 

13.1 

6.7 

8.8 

6.4 

2. 49 

11.0 

6.7 
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Nevada  

5.6 

3.8 

1.8 

2.6 

1.7 

.9 

3.0 

2.1 

.9 

New  Hampshire... 

10.3 

6.2 

4.1 

7.1 

4,3 

2.8 

3.2 

1.9 

1.3 

New  Jersey  

136.  2 

56.5 

79.7 

29.0 

15.9 

13.1 

107.2 

40.6 

66.6 

New  Mexico  

27.6 

21. 1 

6.5 

12.4 

9,5 

2.9 

15.2 

11.6 

3.6 

New  York  

894.0 

441.9 

452.1 

176.2 

88,1 

88.1 

717.8 

353.8 

364.0 

North  Carolina  

93.1 

69.9 

23.2 

59.1 

44.1 

15.0 

34.0 

25.8 

8.2 

North  Dakota 

11.6 

8.2 

3.4 

6.0 

4.3 

1.7 

5.6 

3.9 

1.7 

Ohio  

168.6 

108.6 

60.0 

69.3 

48.2 

21.1 

99.3 

60.4 

38.9 

Oklahoma 

125.0 

90.8 

34.2 

87.7 

64.7 

23.0 

37.3 

26.1 

11.2 

Oregon...  

31.0 

18.1 

12.9 

10.9 

6.9 

4.0 

20.1 

11.2 

8.9 

Ponnculuanist 

229  3 

129  3 

100  0 

83  9 

46  2 

^7  7 
0/.  / 

145  4 

81  1 
00.  1 

62  3 

Rhode  Island  

22.\ 

12!  2 

9!  9 

5^6 

4'.0 

1.6 

16'.  5 

8.2 

8!  3 

South  Carolina  

24.3 

19.5 

4.8 

17.4 

13.8 

3.6 

6.9 

5.7 

1.2 

South  Dakota 

11.9 

8.6 

3.3 

4.6 

3.4 

1.2 

7.3 

5.2 

2.1 

Tennessee  

78.9 

61.3 

17.6 

47.1 

36.6 

10.5 

31.8 

24.7 

7.1 

Texas  

211.3 

162.8 

48.5 

177.4 

135.2 

42.2 

33.9 

27.6 

6.3 

Utah   

18.3 

12.7 

5.6 

6.1 

4.7 

1.4 

12.2 

8.0 

4.2 

Vermont  

11.0 

7.5 

3.5 

5.6 

3,9 

1.7 

5.4 

3.6 

1.8 

Virginia  

38.4 

28.3 

10.1 

15.7 

11.6 

4.1 

22.7 

16.7 

6.0 

Washington  

70.5 

38.8 

31.7 

30.0 

19,8 

10.2 

40.5 

19.0 

21.5 

West  Virginia 

41.4 

31.9 

9.5 

13.6 

10.3 

3.3 

27.8 

21.6 

6.2 

Wisconsin  

64.9 

33.2 

31.7 

27.2  , 

15.4 

11.8 

37.7 

17.8 

19.9 

Wyoming —  

4.7 

3.0 

1.7 

2.7 

1,8 

.9 

2.0 

1.2 

.8 

Total  

5, 366.2 

3, 155.9 

2, 210. 3 

2,  558.7 

1,  627. 2 

931.5 

2, 807. 5 

1, 528. 7 

1,278.8 

1  Family  program  costs  are  actual  for  calendar  year  1968  whereas  adult  program  costs  are  based  on  1  month,  and 
annualized  to  reflect  full-year  costs.  Figures  for  adult  programs  are  slightly  higher  than  actual  calendar  year  1966 
experience.  Data  are  for  federally  assisted  programs  only;  i.e.,  general  assistance  programs  are  not  included. 
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TABLE  lll.-NET  CHANGE  IN  1968  FEDERAL  AND  NON-FEDERAL  COSTS  OF  PUBLIC  ASSISTANCE  RESULTING 
FROM  COMMITTEE  BILL»  BY  STATE  AND  PROGRAM 

[In  millions) 


Combined  programs  Adult  programs  Family  programs 


Total 

Federal 

Non- 
Federal 

Total 

Federal 

Non- 
Federal 

Total 

Federal 

Non- 
Federal 

Alabama  

$40.4 

$44.4 

-$4.0 

$19.5 

$20.7 

-$1.2 

$20.9 
.8 

$23.7 

-$2.8 

Alaska   

.  8 

1.6 

-.8 

.4 

-.4 

1.2 

-.4 

Arizona  

7.9 

10.5 

-2.6 

4.4 

3.8 

.6 

3.5 

6.7 

-3.2 

Arkansas  

35.  5 

35.  5 

28. 1 

18.5 

9.6 

7.4 

9.2 

-1.8 

California..  - 

25. 1 

198. 1 

-173.  0 

-5.3 

64.6 

-69.9 

30.4 

133.5 

-103.1 

Colorado  

3.9 

16.  0 

-12. 1 

1. 1 

6.0 

-4.9 

2.8 

10.0 

-7.2 

Connecticut  

5. 1 

13. 1 

-8.  0 

.3 

2.7 

-2.4 

4.8 

10.4 

-5.6 

Delaware  

1.2 

2.5 

-1.3 

.4 

.  7 

-.3 

.8 

1.8 

-1.0 

District  of 

Columbia  

4.  0 

6.4 

-2.4 

2.5 

1.8 

.  7 

1.5 

4.6 

-3. 1 

Florida..  

49.  0 

53.5 

-4.  5 

20.4 

19.8 

.6 

28.6 

33.7 

-5.1 

Georgia..   

60.  5 

60.  5 

45.  9 

31.8 

14. 1 

14.6 

19,8 

-5.2 

Hav/aii  

.  1 

3.7 

-3.6 

,  1 

.7 

-.6 

3.  0 

-3.0 

Idaho   

2.3 

2.6 

-.3 

.3 

.9 

-.6 

2.0 

1.7 

.3 

Illinois*  

20.3 

60.  0 

-39.7 

4.8 

11.  5 

-6.7 

15.5 

48.5 

-33.0 

Indiana  

14.4 

19.3 

-4.9 

4.9 

5.4 

-.5 

9.5 

13.9 

-4.4 

Iowa  

11.3 

11.3 

2.7 

1.7 

1.0 

8.6 

7.8 

.  8 

Kansas  

2.4 

8. 1 

-5.7 

1.2 

3.5 

-2.3 

1.2 

4.6 

-3.4 

Kentucky  

34.7 

34.7 

25.4 

18.0 

7.4 

9.3 

15.0 

-5.7 

Louisiana  ... 

36.3 

40.6 

-4.4 

22.9 

18.5 

4.4 

13.3 

22.1 

-8.8 

Maine  

1.8 

4.4 

-2.6 

-.4 

.9 

-1.3 

2.2 

3.5 

-1.3 

Maryland  

9.5 

20.3 

-10.8 

8.3 

5.6 

2.7 

1.2 

14.7 

-13.5 

Massacfiusetts*-.. 

1.1 

42.3 

-41.2 

-.7 

13.4 

-14.1 

1.8 

28.9 

-27.1 

Michigan   . 

13.8 

40.9 

-27.1 

1.5 

8.9 

-7.4 

12.3 

32.0 

-19.7 

Minnesota  

11.6 

16.2 

-4.6 

1.4 

6.9 

-5.5 

10.2 

9.3 

.9 

Mississippi  

85.0 

85.0 

54.7 

34.8 

19.9 

30.3 

32.1 

-1.8 

Missouri   

37.1 

37.1 

24.2 

17.2 

7.0 

12.9 

18.2 

-5.3 

Montana..   

1.7 

2.8 

-1.1 

.2 

.7 

-.5 

1.5 

2.1 

-.6 

Nebraska  

1.6 

4.1 

-2.5 

.2 

1.4 

-1.2 

1.4 

2.7 

-1.3 

Nevada   

1.0 

1.8 

-.8 

-.2 

.2 

-.4 

1.2 

1.6 

-.4 

New  Hampshire... 
New  Jersey*  

1.3 

1.4 

-.1 

-.1 

-.1 

1.4 

1.5 

-.1 

29.5 

46.5 

-17.0 

.2 

4.2 

-4.0 

29.3 

42.3 

13.0 

New  Mexico  

5.5 

8.3 

-2.8 

1.8 

2.5 

-.7 

3.7 

5.8 

-2.1 

New  York*  

70.5 

132.9 

-62.4 

2.5 

27.3 

-24.8 

68.0 

105.6 

-37.6 

North  Carolina  

33.1 

33. 1 

18.8 

9.8 

9.0 

14.3 

20.7 

-6.4 

North  Dakota 

2.1 

2.1 

.3 

.2 

.1 

1.8 

1.3 

.5 

Ohio  

14.5 

46.4 

-31.9 

3.1 

13.4 

-10.3 

11.4 

33.0 

-21.6 

Oklahoma 

5  4 

14  4 

—9  0 

5  1 

5  8 

_  7 

3 

8.6 

-8.3 

Oregon  

2.8 

8.0 

-5.2 

1.9 

2.4 

-.5 

.9 

5.6 

-4.7 

Pennsylvania*  

Rhode  Island*  

18.  8 

57. 7 

—38. 9 

9. 9 

17. 4 

—7.  5 

8. 9 

40.  3 

—31. 4 

3.3 

6.9 

-3.6 

.1 

1.2 

-1.1 

3.2 

5.7 

-2.5 

South  Carolina  

20.7 

20.7 

12.8 

9.5 

3.3 

7.9 

9.1 

-1.2 

South  Dakota 

2.3 

2.4 

-.1 

.3 

.8 

-.5 

2.0 

1.6 

.4 

Tennessee.-  ... 

31.4 

33.7 

-2.3 

21.6 

16.9 

4.7 

9.8 

16.8 

-7.0 

Texas   

72.6 

77.4 

-4.8 

43.9 

42.8 

1. 1 

28.7 

34.6 

-5.9 

Utah   

4.1 

5.4 

-1.3 

3.3 

2.4 

.9 

.8 

3.0 

-2.2 

Vermont..  

1.2 

1.3 

-.1 

.4 

-.4 

1.2 

.9 

.3 

Virginia  

7.5 

13.1 

-5.6 

1.2 

2.2 

-1.0 

6.3 

10.9 

-4.6 

Washington  

.8 

14.5 

-13.7 

4.8 

-4.8 

.8 

9.7 

-8.9 

West  Virginia 

13.7 

15.7 

-2.0 

6.1 

3.7 

2.4 

7.6 

12.0 

-4.4 

Wisconsin  

8.8 

17.3 

-8.5 

.9 

3.9 

-3.0 

7.9 

13.4 

-5.5 

Wyoming  

1. 1 

1.4 

-.3 

.2 

.3 

-.1 

.9 

1.1 

-.2 

Total 

870.3 

1,436.1 

567.6 

402.7 

492.8 

-90.1 

467.6 

899.8 

-432.  2 

♦These  States  have  extensive  General  Assistance  programs  for  the  working  poor.  They  will  derive  additional  fiscal 
relief  from  the  Family  Assistance  Plan  beyond  what  is  shown  here. 

1  The  impact  of  the  saving  provisio  i  is  shown  in  the  combined  program  columns.  States  that  would  otherwise  incur 
costs  from  the  Committee  bill  are  shown  as  obtaining  no  fiscal  relief.  Federal  costs  are  increased  by  the  amount  estimated 
as  reimbursable  to  the  State. 
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TABLE  IV.-1968  FEDERAL  AND  NON-FEDERAL  COSTS  OF  PUBLIC  ASSISTANCE  BY  STATE  AND  PROGRAM 

(COMMITTEE  BILL)» 

[In  millions] 


Combined  programs  2  Adult  programs                Family  programs  Payments 

  to 

Non-  Non-                            Non-  "working 

Total    Federal    Federal  Total    Federal    Federal      Total    Federal    Federal  poor"3 


t91 

t1  1  Q 
$113.  9 

tOA  A 

*y4. 4 

t91  R 

t77  ft 
$0/.  0 

t77  ft 
$0/.  0  . 

$75. 6 

AldsK3 

u.  U 

4  4 

1  6 

9  R 
L.  3 

1.  7 

0 
.  0 

7  R 
0.  3 

2. 7 

$0. 8 

2!  1 

01.  9 

4!  0 

17  6 

17  7 
10.  / 

7  0 
0.  9 

18. 3 

18. 2 

'  \ 

1!  7 

A  rl/9nc9e 

oa  1 

90.  i 

79  8 

9n'  ^ 

Oj.  3 

7r'  Q 
/D.  9 

RR  A 
3D.  4 

9n  R 

Ifi  A 
ID.  H 

16  4 

16!  8 

Palifnrnia 

1  106  7 

731.  6 

375. 1 

615.  1 

374. 8 

240. 3 

491.  6 

356. 8 

134. 8 

117!  6 

71  7 

□0.  0 

15  4 

43'  8 

00.  3 

in  7 

lU.  0 

27!  9 

22'  8 

5!  1 

16.  8 

71  Q 

40.  3 

28. 4 

16  7 

10. 9 

5. 8 

55. 2 

32. 6 

22. 6 

12!  6 

11  0 

8  9 

2. 1 

3!  4 

2.  5 

*  g 

6!  6 

7!  4 

1!  2 

4*.  2 

nicf  rirf  f\f 
UIolilCl  Ul 

Pnliimhifl 

OA  9 

IS  n 

10.  u 

6  2 

Q  Q 

9.  9 

6  2 

7  7 
0.  / 

1A  7 

It.  0 

11. 8 

2.  5 

8. 4 

141  4 

126  0 

15. 4 

77. 6 

64. 0 

13.  6 

63. 8 

62!  0 

1*  8 

73*  5 

175  6 

141  4 

34!  2 

125!  6 

93!  9 

31!  7 

50!  0 

47'  5 

2!  5 

81!  9 

Llou/aii 

13.  9 

n  '  'i 

11.  3 

4'  4 

4  7 

7  n 
0.  u 

J*  7 

11  2 

g'  5 

2'  7 

IHflhn 

1  (1  7 
lU.  / 

7  R 

0. 0 

r'  *> 
3. 3 

4  4 

J  ]^ 

8  8 

6  3 

6. 3 

lo4.  U 

RA  R 
04.  0 

71;  n 

/3.  u 

c^R  R 
3D.  D 

1  ft  A 

10. 4 

1 77'  R 
1/0.  D 

1 97  A 

AR*  9 
40.  ^ 

R  7 

D,  0 

AS  1 
4o.  J. 

4U.  D 

7  R 
/.  3 

1  ft  n 
10.  u 

1  ^  7 
13.  0 

9  7 

70  1 

ou.  1 

9R  7 
Lo.  0 

4  8 

77.  7 

77  1 
//.  1 

Aft  7 
40.  / 

9R  A 
CO.  4 

7R  A 

00. 4 

97  n 

Li.  U 

1  R  A 
13.  4 

7ft  7 
00.  / 

9R  7 
^3.  / 

1 7*  (1 
10.  u 

42*  0 

f  3.  u 

79  ^ 
iL,  3 

19'* 
1^.  3 

91  9 

Li..  L 

1  R  1 
13.  1 

R  1 
0.  1 

97  8 
L.O.  0 

17  4 

6  4 

31!  5 

1  00  1 

1  n/i  Q 

1U4.  y 

05  0 
Li.  L 

ftn  ft 
ou.  0 

CD  0 
OU.  0 

on  n 

A7  7 
4/.  0 

aa'  1 
44. 1 

7'  9 
0.  / 

97  1 

Li.  1 

190.  L 

1  cn  0 

00.  U 

loy.  u 

1  riR  n 

lUD.  U 

77  n 
00.  U 

RA  9 
34.  Z 

RA  9 
34.  L  . 

60  9 

ion 
10.  u 

9  R 
^.  0 

1  n  9 
lu. 

ft  0 

0.  y 

1  7 
1.  0 

1  n  A 

lU.  4 

0  1 
9.  i 

1  7 
1.  0 

69*  3 

M3ryland  

84.  0 

C/l  7 

04.  / 

IOC 

ly.  0 

oU.  0 

10  7 

ly.  / 

1  n  0 
lU.  y 

C7  7 
30.  / 

AR  n 
43.  U 

a  7 
0.  / 

1 9'  R 
1^.  D 

Massdchusetts  

1  00  7 
loo.  / 

110  0 

iiy.  y 

C5  0 
DO.  0 

7A  c 
/4.  0 

Ri  n 
31.  U 

07  c 
^0.  0 

1  no  1 

luy.  1 

R8  0 

00.  y 

An  9 

4U.  L 

90  A 

^y.  4 

1  77  C 
1//.  0 

1 00  n 

AO  C 

4y.  0 

Rfi  n 
ou.  u 

AA  7 
44.  / 

1  K  7 

13.  0 

1 1  7  R 
11/.  0 

07  7 
00.  0 

7A  7 
04,  0 

77  R 
00.  D 

70  R 

/y.  0 

33.  y 

01  7 
^0.  / 

90  n 
zy.  u 

07  n 
£0.  u 

R  n 
0.  u 

Rn  R 

3U.  D 

70  0 

iL.  y 

1  7  7 
1  /.  / 

R7  9 
D/,  c 

1  /I  •J  7 
140.  / 

1  1  A  Q 

1 14.  y 

9ft  ft 

L<3.  0 

1  no  ft 
lu^.  0 

7A  n 

/4.  U 

9ft  ft 
Lo.  0 

An  0 
4u.  y 

An  0 
4u.  y 

7R  7 
03.  / 

1  71  a 
1/1.0 

1  9Q  7 

i^y.  / 

A1  R 
41.  D 

1 99  n 

ILL.  u 

ftA  A 
04.  4 

77  R 
0/.  D 

AO  7 

4y.  0 

AR  7 
43.  0 

A  n 

4.  U 

63  0 

1  n  R 
lU.  D 

ft  ft 

0.  0 

1  ft 
1.  0 

A  7 
4.  / 

7  0 

0.  y 

0 
.  0 

R  0 
3.  y 

A  Q 

4.  y 

1  n 
1.  u 

56. 7 

91  A 
Zl.  4 

1  7  9 

A  9 
4.  L 

0  n 
y.  u 

7  ft 

1  9 
1.  L. 

1  9  A 
It.  4 

0  A 

y.  4 

7  n 
0.  u 

s'.  4 

D.  D 

R 

3.  D 

1  n 

1.  U 

2  4 

1  0 

1.  y 

c 
.  3 

A  9 
4.  ^ 

7  7 
0.  / 

c 

.  3 

16  '.  8 

iicw  naiii|jsniic  

11  6 

7  6 

4  0 

7  0 

A  9 

2  8 

4  6 

7  A 
0.  4 

1  2 

2*.  1 

NovAi  lorcou 

165  7 

inV  n 

lUO.  u 

62  7 

29  2 

9n  1 

Oj.  1 

0'  1 
9.  1 

136  5 

89  0 
oC  9 

53  6 

357 

New  Mexico  

33.1 

29.4 

i.i 

14'.2 

12.0 

2.2 

18.9 

17.4 

l'.5 

1417 

New  York  

964.  5 

574.8 

389.7 

178.7 

115.4 

63.3 

785.8 

459.4 

326.4 

126.0 

North  Carolina.... 

126. 2 

100.4 

25.8 

77.9 

53.9 

24.0 

48.3 

46.5 

1.8 

98.7 

Nnrth  DnUnta 

1^7 
10.  / 

Q  7 

A  n 

0.  0 

4  5 

1  ft 
1. 0 

7  4 

R  9 

2  2 

8  4 

Ohio   

183.1 

155.0 

28.1 

72.4 

6i;6 

10.8 

110."  7 

93.4 

17!  3 

8l!9 

Oklahoma  

130.4 

105.2 

25.2 

92.8 

70.5 

22.3 

37.6 

34.7 

2.9 

35.7 

Oregon..   

33.8 

26.1 

IJ 

12.8 

9.3 

3.5 

21.0 

16.8 

4.2 

14.7 

Pennsylvania 

248.1 

187.0 

61.1 

93.8 

63.6 

30.2 

154.3 

123.4 

30.9 

102.9 

Rhode  Island 

25.4 

19.1 

6.3 

5.7 

5.2 

.5 

19.7 

13.9 

5.8 

10.5 

South  Carolina  

45.0 

38.1 

6.9 

30.2 

23.3 

6.9 

14.8 

14.8 

56.7 

South  Dakota 

14.2 

11.0 

3.2 

4.9 

4.2 

.7 

9.3 

6.8 

2.5 

10.5 

Tennessee  

110.3 

95.0 

15.3 

68.7 

53.5 

15.2 

41.6 

41.5 

.1 

75.6 

Texas..   

283.9 

240.2 

43.7 

221.3 

178.0 

43.3 

62.6 

62.2 

.4 

161.7 

Utah   

22.4 

18.1 

4.3 

9.4 

7.1 

2.3 

13.0 

11.0 

2.0 

8.4 

Vermont  

12.2 

8.8 

3.4 

5.6 

4.3 

1.3 

6.6 

4.5 

2.1 

4.2 

Virginia   

45.9 

41.4 

4.5 

16.9 

13.8 

3.1 

29.0 

27.6 

1.4 

63.0 

Washington   

71.3 

53.3 

18.0 

30.0 

24.6 

5.4 

41.3 

28.7 

12.6 

21.0 

West  Virginia 

55.1 

47.6 

7.5 

19.7 

14.0 

5.7 

35.4 

33.6 

1.8 

33.6 

Wisconsin  

73.7 

50.5 

23.2 

28.1 

19.3 

8.8 

45.6 

31.2 

14.4 

33.6 

Wyoming  

5.8 

4.4 

1.4 

2.9 

2.1 

.8 

2.9 

2.3 

.6 

2.1 

Total  

.  6, 236.  5 

4,  548.  5 

1,688.0 

2,961.4 

2, 120. 0 

841.4 

3, 275. 1 

2, 428.  5 

846.6 

2,  057.6 

1  Estimates  include  impact  of  15-percent  social  security  increase  and  $4  "pass  through"  as  well  as  effects  of  committee 
bill.  Federal  payme  ts  in  family  programs  are  the  costs  of  FAP  payments  to  current  recipients  (plus  UF  cases  where 
States  do  not  now  have  such  programs)  plus  30  percent  of  the  estimated  State  supplements. 

2  Does  not  include  estimated  payments  to  the  working  poor. 

3  These  payments  are  very  crudely  estimated  on  the  basis  of  the  distribution  of  poverty  among  the  States  in  1960. 
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TABLE  v.— SUMMARY  OF  COST  CHANGES,  CURRENT  PROGRAMS  VERSUS  COMMITTEE  BILL,  CALENDAR 

YEAR  1968 

[In  billions  of  dollars] 


Total 


Family 
programs 


Adult 
programs 


1.  Actual  1968  costs: 

Total.-..  

Federal  

State  and  local     

2.  Estimated  1968  costs  under  committee  bili: 

Total     

Federal,  subtotal.  _  

Recipients  in  present  categories  

"Worl^ing  poor"    

State  and  local.   

3.  Changes  in  cost  under  committee  bill: 

Total    

Federal,  subtotal    :  

Recipients  in  present  categories  

"Working  poor"    

State  and  local   

4.  Increased  income  of  recipient^  under  committee  bill: 

Total    

Recipients  in  present  categories   

"Working  poor"   


5  4 

2. 8 

2.6 

3.2 
2  2 

1.5 
1. 3 

1.7 
.9 

8.3 

5.3 

3.0 

6.6 

4.5 

2.1 

4.5 
2. 1 

2.4 

2.1  

2.1 

1.7 

.8 

.8 

2.9 

2.5 

.4 

3.4 

3.0 

.4 

1.3 
2.1 

.9 

2.1  

.4 

-.5 

-.5 

2.9 

2.5 

.4 

.8 
2.1 

.4 
2.1 

.4 

Note:  Detail  may  not  add  due  to  rounding. 


ALTERNATIVE  BENEFIT  LEVELS  CONSIDERED 

Your  committee  also  considered  the  basic  elements  affecting  the 
cost  and  coverage  of  plans  like  the  family  assistance  plan.  These 
elements  are:  (1)  the  amount  of  benefit  provided  to  a  family  with  no 
other  income  (the  basic  benefit  level) ;  (2)  the  rate  at  which  this 
benefit  level  is  reduced  by  the  presence  of  earnings  (the  disregard 
formula  or  marginal  tax  rate) ;  and  (3)  the  level  of  family  income  at 
which  it  is  no  longer  eligible  for  any  benefit  (the  breakeven  point). 
A.nj  two  of  these  elements  determine  the  third. ^  They  thus  also  deter- 
mine the  cost  of  the  plan  and  the  number  of  eligible  families. 

Raising  the  basic  benefit  level  is  consistent  with  the  desire  to  provide 
more  adequate  support  for  those  famihes  who  have  no  other  means  of 
support.  Increasing  it  $100,  however,  and  keeping  other  parts  of  the 
family  assistance  plan  the  same,  raises  the  family  breakeven  point  hj 
$200,  increases  the  cost  by  $500  million  and  the  number  of  eligible 
families  by  300  thousand.  The  cost  of  such  increases  in  general  gets 
progressively  higher;  i.e.  each  additional  $100  in  the  basic  benefit 
costs  more  than  the  preceding  one.  The  costs  and  number  of  eligible 
families  under  plans  otherwise  identical  to  the  family  assistance  plan, 
but  with  different  basic  benefit  levels  are  shown  beloAv.  The  costs 
shown  are  gross  costs  and  are  not  directly  comparable  to  the  net 
costs  shown  above. 

«  Actually,  the  basic  benefit  level  and  the  breakeven  point  jointly  determine  only  the  average  tax  rate; 
a  variable  marijiiial  tax  rate,  low  in  eoifaiii  ranges  of  income  and  high  in  others,  can  be  designed  to  produce 
any  necessary  average. 
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TABLE  VI— ESTIMATED  GROSS  COSTS  OF  FAMILY  ASSISTANCE  PLAN  AT  DIFFERENT  BENEFIT  LEVELS, i  CALENDAR 

YEAR  1968 

[Dollars  in  billions] 

Federal  expenditures 

30  percent 


Payments  to     matching  of 
families  with         supple-       State  fiscal 
Basic  benefit  level  2  Total         children         mentals  reliefs 


$1,600    $4.4  $4.0  $0.4  $0.4 

$1,700   4.9  4.5                .4  .4 

$1,800                                                                             5.2  4.9                .3  .5 

$2,200.                                                                       7.4  7.2                .2  .7 

$2,400.                                                                       8.9  8.7                .2  .8 

$3,000      15.5  13.4                .1  1.0 

$3,600    20.7  20.7   1.2 


1  Cost  figures  are  for  families  with  children  only;  i.e.,  they  do  not  include  costs  of  changes  in  adultcategories.  Admini- 
strative costs  are  not  included. 

2  The  proportion  of  the  $500  for  the  first  two  members  to  $300  for  additional  members  in  the  $1,600  plan  is  maintained 
at  the  higher  benefit  levels. 

3  Does  not  include  fiscal  relief  from  savings  in  general  assistance  programs. 

Raising  the  marginal  tax  rate,  thereby  lowering  the  breakeven 
point,  is  consistent  with  the  desire  to  reduce  costs  and  prevent  families 
with  moderately  higher  incomes  from  becoming  eligible  for  benefits. 
But  it  is  inconsistent  with  the  desire  to  provide  positive  financial 
incentives  for  work.  For  example,  your  committee's  bill  permits  the 
first  $60  per  month  of  earned  income  to  be  completely  disregarded  in 
determining  a  family's  benefit  under  the  family  assistance  plan.  De- 
leting this  particular  provision  would  reduce  the  cost  of  the  bill  by 
$840  million.  Unfortunately,  it  would  also  produce  many  situations 
in  which  family  heads  would  find  themselves  with  less  total  disposable 
income  when  working  than  when  not  working.  This  is  because  expenses 
are  incurred  by  going  to  work.  In  fact,  the  figure  $60  was  chosen 
because  it  represents  the  average  amount  of  work  related  expenses  as 
determined  by  studies  of  the  Department  of  Labor.  Your  committee 
finds  that  providing  this  disregard  is  necessary  if  appropriate  work 
incentives  are  to  be  maintained.  It  also  finds  that  providing  a  flat 
amount  is  preferable  to  existing  law,  which  places  no  ceiling  on  the 
allowable  deductions  for  work  related  expenses  which  States  may 
permit  in  their  current  AFDC  programs.  Providing  incentives  for 
work  is  one  thing;  encouraging  workers  to  take  jobs  which,  in  the 
absence  of  a  family  assistance  or  AFDC  program,  would  yield  them 
very  little  additional  net  income  is  quite  another. 

Your  committee  recognizes  that  there  is  little  empirical  information 
with  which  to  decide  precisely  the  appropriate  marginal  tax  rate  or 
benefit  reduction  formula.  It  is  unfortunate  that  there  is  little  more 
information  today  then  there  was  when  your  committee  was  consider- 
ing the  1967  amendments  to  the  Social  Security  Act. 

Beyond  the  basic  disregard  of  $60  a  month,  your  committee's  bill 
provides  that  family  assistance  benefits  be  reduced  50  cents  for  each 
additional  dollar  of  earnings.  State  supplementary  payments  to 
families  eligible  for  them  will  be  reduced  by  17  cents  for  each  dollar 
of  additional  earnings,  if  the  family  is  receiving  family  assistance  bene- 
fits. The  combined  effect  of  the  two  reduction  formulas  is  that  families 
receiving  both  family  assistance  and  State  supplementary  benefits 
will  have  their  total  benefits  reduced  by  67  cents  for  each  dollar  of 
earnings  above  $60.  Families  whose  incomes  are  suflBciently  high  that 
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they  are  no  longer  eligible  for  family  assistance  benefits  but  are  still 
eligible  for  some  State  supplementary  payment  will  have  their  benefits 
reduced  80  cents  for  each  additional  dollar  of  earnings  above  the  family 
assistance  break-even  point. 

EXTENSION  OF  FAMILY  ASSISTANCE  TO  SINGLE  ADULTS  AND  CHILDLESS 

COUPLES 

Your  committee  investigated  the  cost  and  coverage  implications  of 
extending  the  family  assistance  plan  concept  to  couples  and  unrelated 
individuals.  With  a  basic  benefit  level  of  $500  per  year  for  a  single 
individual  and  $1,000  for  a  couple,  family  assistance  gross  payments 
would  increase  by  $1  billion  and  the  number  of  persons  covered  by 
4.5  million.  Of  course,  net  additional  costs  would  be  somewhat  less, 
as  the  costs  of  the  adult  categories  would  decline.  However,  there 
would  still  have  to  be  a  substantial  amount  of  Federal  sharing  of 
State  supplementary  payments  within  these  categories,  since  the 
family  assistance  plan  extended  in  this  way  would  come  nowhere  near 
replacing  the  present  Federal  share  of  costs.  (The  present  average 
annual  Federal  cost  per  OAA  recipient  is  approximatley  $565;  under 
an  extended  family  assistance  plan  concept,  the  average  direct  Federal 
payment  would  be  less  than  $300.)  Further,  every  State  would  have 
to  supplement  the  Federal  payments  to  the  aged,  blind,  and  disabled 
because  the  maximum  Federal  payment  to  an  individual  with  no 
other  income  would  be  $41.66  per  month.  Because  of  the  cost,  and 
because  no  substantial  improvements  in  the  adult  categories  would  be 
derived,  your  committee  does  not  believe  it  wise  to  extend  the  family 
assistance  plan  concept  to  childless  couples  and  unrelated  individuals. 

FINANCING  ADULT  ASSISTANCE  PROGRAM 

Your  committee's  bill  does  make  several  substantial  improvements 
in  the  adult  categories  although  it  does  not  revise  the  basic  nature  of 
the  program. 

The  administration  had  proposed  a  new  Federal  matching  formula 
of  100  percent  of  the  first  $50,  50  percent  of  the  next  $15,  and  25  per- 
cent thereafter  (of  the  average  payment  per  recipient).  Your  com- 
mittee's bill  proposes  that  the  formula  be  90  percent  of  the  first  $65 
and  25  percent  thereafter.  This  increases  the  Federal  cost  by  about  $30 
million  but  prevents  possible  situations  in  which  a  State  might  make 
no  contribution. 

The  administration  had  proposed  a  minimum  income  standard  in  the 
adult  categories  of  $90  per  month  per  recipient.  (A  minimum  income 
standard  requires  the  State  to  make  payments  to  individuals,  which 
in  combination  with  the  individual's  other  income,  equals  the  minimum 
standard.)  Your  committee's  bill  has  a  minimum  income  standard  of 
$110  a  month  per  recipient. 

It  should  be  noted  that  the  administration  proposals  were  submitted 
prior  to  the  recently  enacted  social  security  benefit  increase.  Since 
many  of  tlic  recipients  in  the  adult  categories  also  receive  social  se- 
curity benefit  payments,  changes  in  the  latter  program  affect  the 
Federal  costs  of  public  assistance.  The  savings  due  to  the  social  security 
increase  are  estimated  to  be  about  $100  million.  These  savings,  along 
with  other  changes  in  the  administration  i)roposal,  offset  the  increased 
cost  of  raising  the  minimum  income  standard. 
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Your  committee  explored  the  cost  implications  of  minimum  income 
standards  above  $110  per  month.  It  finds  that  they  would  require  sub- 
stantial additional  Federal  expenditures  and  require  changes  in  the 
proposed  Federal  matching  formula.  The  latter  change  would  be 
necessary  to  protect  the  States  from  incurring  costs  that  would  not  be 
offset  by  other  provisions  of  your  committee's  bilP.  The  cost  implica- 
tions of  higher  minimum  income  standards  are  shown  below. 


TABLE  VII.— CHANGES  IN  ANNUAL  FEDERAL  AND  STATE  EXPENDITURES  IN  ADULT  CATEGORY  PROGRAMS  FOR 
DIFFERENT  MINIMUM  INCOME  STANDARDS,  CALENDAR  YEAR  1968 

(In  millions  of  dollars] 


Change  in  expenditures 

i 

Minimum  income  standard 

Total 

Federal 

State  and  local 

$110  

$120    

$130  

$140     

$150     

400 
600 

  820 

  1,060 

  1,310 

490 
540 
600 
660 
720 

-90 
60 
220 
400 
590 

»  Federal  share  of  average  payments:  90  percent  of  tf 

le  first  $65  and  25  percent  thereafter. 

FEDERAL  CONTROL  OF  COSTS 

Your  committee  has  been  concerned  in  recent  years  about  the  open- 
ended  public  assistance  matching  formula  and  the  indications  that 
the  costs  of  the  present  welfare  program,  if  the  program  is  left  un- 
changed, will  continue  to  spiral  upwards.  The  bill  represents  an 
effort  to  gain  control  over  these  ever-increasing  costs.  Under  existing 
legislation,  the  Federal  Government  has  virtually  no  control  over 
welfare  expenditures.  This  is  especially  true  where  States  have  elected 
to  use  the  Federal  matching  formula  provided  by  title  XIX  of  the 
Social  Security  Act.  Under  that  formula  there  is  no  limit  on  the  extent 
to  which  the  States  can  raise  benefit  levels  or  permit  their  caseloads 
to  increase,  and  still  receive  50  percent  or  higher  Federal  matching 
of  their  welfare  costs.  In  contrast,  substantial  Federal  control  over 
welfare  costs  is  achieved  through  three  separate  provisions  of  your 
committee's  bill:  (1)  the  basic  benefit  levels  in  the  family  assistance 
plan  can  only  be  changed  by  congressional  action;  (2)  the  Federal 
Government  will  only  share  in  the  States'  supplementary  payments 
that  result  from  the  use  of  a  need  standard  at  or  below  the  poverty 
level;  and  (3)  the  Secretary  of  Health,  Education,  and  Welfare  can 
establish  an  upper  limit  to  the  Federal  Government's  matching  of 
State  costs  in  the  adult  category  programs. 

The  Department  of  Health,  Education,  and  Welfare  has  not  pro- 
vided detailed  estimates  of  the  costs  of  H.R.  16311  for  periods  later 
than  calendar  year  1968.  (Procedures  developed  by  the  Department  for 
estimating  costs  were  devised  during  1969  when  the  only  available 
data  was  for  1968.)  The  Department  has  indicated  that  it  will  provide 
more  current  estimates  as  soon  as  possible.  In  the  meantime,  it  is  pos- 
sible to  indicate  how  the  costs  of  public  assistance  might  change  under 
your  committee's  bill  over  time. 


I  The  saving  provision  would,  of  course,  protect  the  States.  But  at  higher  minimum  income  standards 
many  more  States  would  be  eligible  for  reimbursement  under  this  clause. 
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Under  your  coimnit tee's  bill,  the  cost  components  of  maintenance 
payments  are  different  than  under  existing  legislation.  Family  assist- 
ance gross  payments  are  direct  Federal  payments  to  low-income  fam- 
ilies with  children.  In  addition,  there  will  be  a  30-percent  Federal 
matching  of  State  supplementary  payments.  These  two  components 
constitute  an  approximate  counterpart  to  the  present  Federal  share 
of  pajanents  in  the  aid  to  families  with  dependent  children  program. 
Under  your  committee's  bill,  the  Federal  share  of  the  adult  category 
costs  is  more  generous  but  otherwise  unchanged. 

Potential  increases  or  decreases  in  these  costs  components  are  dis- 
cussed below. 

Total  gross  family  assistance  payments  will  be  determined  by  the 
number  of  low-income  families  with  children  and  their  income  other 
than  assistance.  With  constant  benefit  levels,  as  population  increases, 
costs  increase ;  as  incomes  increase,  costs  decrease.  If  the  earned  income 
of  the  working  poor  continues  to  increase  as  it  has  in  the  past,  the 
savings  will  more  than  offset  the  impact  of  increasing  population.  Pre- 
liminary studies  of  the  Department  of  Health,  Education,  and  Wel- 
fare indicate  that  gross  payment  costs  are  likely  to  decline  at  the  annual 
rate  of  about  $70  to  $100  million  per  year.  These  estimates  do  not  allow 
for  the  impact  of  the  training  programs,  disincentive  effects,  a  change 
in  the  rate  of  family  breakup,  or  changes  in  the  rate  of  unemployment. 

The  cost  of  the  30  percent  Federal  matching  of  State  supplemental 
payments  is  likely  to  increase  over  time — barring  an  abrupt  reversal  of 
recent  trends  in  public  assistance.  The  Department  of  Health,  Educa- 
tion, and  Welfare  has  indicated  that,  were  these  trends  to  continue,  this 
cost  component  would  increase  about  $120  to  $150  million  per  year. 

The  rate  of  increase  in  the  costs  of  the  adult  categories  is  unlikely 
to  be  affected  by  your  committee's  bill.  However,  that  rate  would  now 
be  applied  to  a  larger  Federal  share.  Based  on  recent  trends,  the  De- 
partment of  Health,  Education,  and  Welfare  indicated  that  the  Federal 
costs  in  the  adult  categories  under  your  committee's  bill  are  likely  to 
increase  about  $210  million  per  year.  (The  Secretary  of  Health,  Educa- 
tion, and  Welfare  could  place  a  ceiling  on  Federal  participation  in  the 
adult  categories.  Such  a  ceiling  would  only  affect  a  few  States  with  high 
payments. ) 

A  summary  of  potential  annual  changes  in  Federal  costs  under  your 
committee's  bill  is  shown  below. 

Table  VIII. — Poicntial  annual  changes  in  cost  under  committee  dill^ 


Anmtal 
cost  change 

Item  (miUion) 

Reduced  cost  of  family  assistance  plan  gross  payments   $85 

Increased  cost  of  30  percent  Federal  matching  of  State  supplemental 

payments  ,   135 

Increased  costs  in  adult  category  program   210 

Total    260 


1  Assumes  that  the  basic  benefit  level  of  $500  for  the  first  two  family  members  and  $300 
for  each  additional  member  in  the  family  assistance  plan  remains  unchangred.  For  illus- 
trative purposes  only,  estimates  also  assume  that  present  trends  in  public  assistance  are 
not  changed  by  the  provisions  of  H.R.  10311. 

Under  the  Department's  assumptions  that  (1)  the  recent  growth  in 
caseload  and  costs  Avill  continue  unabated,  (2)  that  the  levels  of  family 
assistance  payments  will  remain  unchanged,  and  (3)  that  if  the  present 
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system  were  continued  the  States  would  be  willing  to  pick  up  a  larger 
share  of  these  increased  costs,  the  net  additional  costs  of  your  com- 
mittee's bill  in  1975,  as  estimated  by  the  Department,  is  shown  in 
the  following  table: 

TABLE  IX.-POTENTIALFEDERAL  COSTS  UNDER  COMMITTEE  BILL  COMPARED  TO  EXISTING  LEGISLATION,  1971-75 » 


[In  billions  of  dollars] 


1971 

1972 

1973 

1974 

1975 

Committee  bill: 

Payments  to  families  with  children  

30  percent  matching  of  State  supplementals   

3.8 

  .8 

3.8 
.9 

3.7 
1.0 

3.6 
1.2 

3.5 
1.3 

Subtotal    

Federal  share  of  adult  category  cost    

4.6 
2.7 

4.7 
2.9 

4.7 
3.2 

4.8 
3.4 

4.8 
3.6 

Total    

7.3 

7.6 

7.9 

8.2 

8.4 

Existing  legislation : 

Federal  share  of  AFDC   

Federal  share  of  adult  categories   

2.5 

  2. 0 

2.9 
2.3 

3.4 
2.5 

3.9 
2,7 

4.5 
2.8 

Total   

4.5 

5.2 

5.9 

6.6 

7.3 

1  Assumes  that,  with  constant  benefit  levels,  family  assistance  gross  payment  decline  slightly.  Other  cost  items  are 
assumed  to  increase  at  the  same  rate  as  they  have  during  the  last  3  years  (see  discussion  in  text  above). 


Your  committee  believes  that  the  additional  restraints  on  State 
expenditures,  a  decrease  in  family  breakup,  increased  activities  to 
obtain  support  from  parents,  and  the  impact  of  work  and  training 
programs  provided  for  in  the  bill  will  materially  affect  the  present 
rapidly  increasing  costs  of  public  assistance,  thereby  reducing  the  actual 
net  additional  costs  somewhat  below  those  shown  above. 

V.  SECTION-BY-SECTION  ANALYSIS  OF  THE  BILL 

The  first  section  contains  the  short  title  of  the  bill — the  ''Family 
Assistance  Act  of  1970" — and  the  table  of  contents. 

TITLE  I— FAMILY  ASSISTANCE  PLAN 

SECTION  101.  ESTABLISHMENT  OF  FAMILY  ASSISTANCE 

PLAN 

Section  101  of  the  bill  amends  title  IV  of  the  Social  Security  Act  by 
adding  parts  D,  E,  and  F  to  establish  a  new  family  assistance  plan. 
Part  D  provides  for  the  payment  of  family  assistance  benefits  by  the 
Secretary  of  Health,  Education,  and  Welfare;  part  E  provides  for 
State  supplementation  of  these  benefits;  and  part  F  contains  ad- 
ministrative provisions. 

Part  D — Family  Assistance  Plan 

section  441.  appropriations 

Section  441  authorizes  the  appropriation  each  year  of  a  sum 
sulSicient  to  carry  out  part  D,  for  the  purpose  of  providing  a  basic 
level  of  financial  assistance  throughout  the  Nation  to  needy  families 
with  children  in  a  manner  which  will  strengthen  family  life,  encourage 
work  training  and  self-support,  and  enhance  personal  dignity. 
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SECTION  442.  ELIGIBILITY  FOR  AND  AMOUNT  OF  FAMILY  ASSISTANCE 

BENEFITS 

Eligibility 

Section  442(a)  provides  that  each  family  (as  defined  in  section  445) 
whose  income  other  than  that  excluded  under  section  443(b)  is  less 
than  $500  per  year  for  each  of  the  first  two  family  members  plus 
$300  per  year  for  each  additional  member,  and  whose  resources  other 
than  those  excluded  under  section  444  are  less  than  $1,500,  will  be 
paid  a  family  assistance  benefit. 

Amount 

Section  442(b)  provides  that  the  amount  of  the  family  assistance 
benefit  is  $500  per  year  for  each  of  the  first  two  family  members  plus 
$300  per  year  for  each  additional  member,  reduced  by  the  amount 
of  the  family's  income  not  excluded  under  section  443(b). 

Period  for  determination  of  benefits 

Section  442(c)(1)  provides  that  a  family's  eligibility  for  family 
assistance  benefits,  and  the  amount  of  such  benefits,  is  to  be  deter- 
mined for  each  calendar  quarter  by  the  Secretary  of  Health,  Educa- 
tion, and  Welfare  on  the  basis  of  his  estimates  of  the  family's  income 
for  such  quarter,  taking  into  account  income  for  an  earlier  period  and 
any  likely  changes  in  conditions  which  would  affect  the  family's  eligi- 
bility or  the  amount  of  the  benefits.  Redeterminations  for  any  quarter 
are  to  be  made  at  such  times  as  the  Secretary  may  prescribe,  effective 
prospectively. 

Section  442(c)(2)  provides  that  the  Secretary  may  reduce  a  family's 
assistance  benefits  for  a  quarter  if  the  family  files  its  appication  for 
such  benefits  after  that  quarter  begins. 

Section  442(c)(3)  provides  that  the  Secretary  may,  for  purposes  of 
determining  eligibility  for  and  amount  of  family  assistance  benefits, 
consider  income  actually  received  in  one  period  (or  expenses  incurred 
in  earning  income  in  one  period)  to  have  been  receive  d  (or  incurred) 
in  another. 

Special  limits  on  gross  income 

Section  442(d)  provides  that  the  Secretary  hj  regulation  may  pre- 
scribe circumstances  under  Avhich  gross  income  from  a  trade  or  business 
(including  farming)  is  large  enough  to  preclude  eligibility  for  family 
assistance  benefits. 

Puerto  Rico,  the  Virgin  Islands,  and  Guam 

Section  442(e)  is  a  cross-reference  to  section  1108(e)  of  the  Act  (as 
added  by  section  403  of  the  bill),  which  sets  out  the  special  method 
by  which  family  assistance  benefits  are  to  be  determined  for  families 
in  Puerto  Rico,  the  Virgin  Islands,  and  Guam. 

SECTION  443.  INCOME 

Meaning  of  income 

Section  443(a)  provides  that,  for  purposes  of  the  family  assistance 
benefit  program,  mcome  means  both  earned  and  unearned  income. 
(1)  Earned  income  is  defined  in  paragraph  (1)  as — 

(A)  remuneration  from  emplojnnent  (i.e.,  remuneration  for 
services  performed  as  an  employee  (as  defined  in  section  210(j) 
of  the  Act)),  but  excluding — 
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(i)  payments  (described  in  section  209(b)  of  the  Act)  made 
to  an  employee  or  his  family  on  account  of  retirement,  sick- 
ness, or  accident,  medical  or  hospital  expenses,  or  death,  under 
a  plan  or  system,  and  payments  on  an  employee's  behalf  into 
such  a  system  (with  the  payments  being  counted  as  un- 
earned income  when  made  to  the  employee  or  his  family 
out  of  the  plan  or  system,  but  not  being  counted  as  either 
earned  or  unearned  income  when  made  by  the  employer 
into  the  plan  or  system), 

(ii)  payments  (described  in  section  209(c))  made  to  an  em- 
ployee on  account  of  retirement  but  not  under  a  plan  or 
system, 

(iii)  payments  (described  in  section  209(d))  made  on  ac- 
count of  sickness  or  accident  disability,  or  medical  or  hospital 
expenses  in  connection  with  sickness  or  accident  disability, 
not  under  a  plan  or  system,  after  the  six  calendar  months  fol- 
lowing the  month  in  which  the  employee  last  worked  (with 
payments  during  the  first  six  months  being  counted  as  earned 
income) , 

(iv)  payments  (described  in  section  209(f))  made  by  an 
employer  for  unemployment  compensation, 

(v)  payments  (described  in  section  209  (k))  made  by  an 
employer  on  account  of  moving  expenses  of  an  employee, 

(vi)  payments  for  certain  services  actually  performed  as 
an  employee  but  treated  as  self- employment;  and 

(B)  net  earnings  from  self-employment  as  defined  in  section 
211  of  the  Act  (except  for  that  part  of  section  211  which  deals  with 
the  optional  definition  of  net  earnings  from  farming),  including 
certain  services  performed  by  ministers.  Christian  Science  prac- 
titioners, and  members  of  religious  orders,  and  by  certain  members 
of  religious  faiths  who  have  received  an  exemption  from  coverage. 
(2)  Unearned  income  is  defined  in  paragraph  (2)  as  all  income  other 
than  earned  income  (as  defined  in  paragraph  (1)),  including  specifically 
any  payments  received  as  annuity,  pension,  retirement,  or  disability 
benefits,  veterans'  or  workmen's  compensation,  old-age,  survivors,  and 
disability  insurance  benefits,  railroad  retirement  benefits,  unemploy- 
ment benefits,  prizes,  awards,  life  insurance  policy  proceeds,  gifts 
(cash  or  otherwise),  support  and  alimony  payments,  inheritances, 
rents,  dividends,  interest,  and  royalties. 

Exclusions  from  income 

Section  443(b)  provides  that  the  following  are  to  be  excluded  in 
determining  a  family's  income : 

(1)  Earned  income  of  a  child  regularly  attending  school,  sub- 
ject to  limitations  (as  to  amount  or  otherwise)  prescribed  by  the 
Secretary  of  Health,  Education,  and  Welfare; 

(2)  the  total  unearned  income  of  the  family  in  a  calendar 
quarter  which  (as  determined  under  criteria  prescribed  by  the 
Secretary)  is  received  too  infrequently  or  irregularly  to  be  in- 
cluded, if  such  unearned  income  does  not  exceed  $30  in  the 
quarter,  and  the  total  earned  income  of  the  family  in  a  calendar 
quarter  which  (as  determined  under  such  criteria)  is  received 
too  irregularly  or  infrequently  to  be  included,  if  such  earned 
income  does  not  exceed  $30  in  the  quarter; 
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(3)  part  or  all  of  any  earned  income  which  (under  regulations 
prescribed  by  the  Secretary)  is  necessary  to  pay  the  cost  of 
child  care  so  that  the  family  member  incurring  such  cost  can 
participate  in  manpower  training,  vocational  rehabilitation, 
employment,  or  self -employment ; 

(4)  the  first  $720  a  year  (or  proportionately  smaller  amounts 
for  shorter  periods)  of  the  total  earned  income  (not  previously 
excluded)  of  all  family  members  plus  one-half  of  the  remainder; 

(5)  food  stamps  or  other  assistance  (not  including  veterans' 
pensions)  which  is  based  on  need  and  is  furnished  by  a  State  or 
locality  or  a  Federal  agency,  or  by  a  private  charitable  organi- 
zation (as  determined  by  the  Secretary) ; 

(6)  the  training  and  other  allowances  provided  under  the  new^ 
section  432(a)  (discussed  below); 

(7)  the  tuition  and  fees  portion  of  any  scholarship  or  fellow- 
ship at  an  educational  institution;  and 

(8)  home  produce  produced  and  used  by  the  family. 

SECTION  444.  KESOURCES 

Exclusions  from  resources 

Section  444(a)  provides  that,  in  determining  a  family's  resources, 
its  home,  household  goods,  and  personal  property  are  to  be  excluded, 
along  mth  any  other  property  which  the  Secretary  of  Health,  Edu- 
cation, and  Welfare  determines  by  regulation  is  essential  to  the  family's 
means  of  self-support. 

Disposition  of  resources 

Section  444(b)  directs  the  Secretary,  by  regulation,  to  prescribe  the 
period  or  periods  within  which,  and  the  manner  in  which,  a  family's 
property  must  be  disposed  of  in  order  not  to  be  included  in  determinmg 
the  family's  eligibility  for  family  assistance  benefits.  Any  benefits  paid 
during  such  a  period  are  to  be  conditioned  on  such  disposal  and  con- 
sidered overpayments  (and  therefore  recoverable)  to  the  extent  that 
they  would  not  have  been  paid  had  the  disposal  occurred  at  the 
beginning  of  the  period  for  which  the  benefits  were  paid. 

SECTION  445.  MEANING  OF  FAMILY  AND  CHILD 

Composition  of  family 

Section  445(a)  defines  a  family  (for  purposes  of  parts  A,  C,  and  E 
as  well  as  the  famity  assistance  benefit  program)  as  two  or  more  people 
who  are  related  by  blood,  marriage,  or  adoption  and  w^ho  are  residents 
of  the  United  States  living  together  in  a  place  of  residence  maintained 
as  a  home  by  one  or  more  of  them.  At  least  one  of  the  family  members 
must  be  a  child  who  is  not  married  to  another  family  member  and  who 
is  in  the  care  of,  or  dependent  u])on,  another  family  member.  A  parent 
(of  a  child  living  in  tlic  place  of  residence),  or  a  spouse  of  such  a  parent, 
who  is  determined  b}^  the  Secretary  of  Health,  Education,  and  Wel- 
fare to  be  temporarily  absent  from  the  j^lace  of  residence  in  order  to 
engage  in  or  seek  employmciit  or  while  lie  is  in  the  military  service  is 
to  be  considered  as  living  in  the  residence. 

Definition  of  child 

Section  445(b)  defines  a  child  (for  purposes  of  parts  C  and  E  as  well 
as  the  family  assistance  benefit  program)  as  an  individual  who  is  under 
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age  18,  or  is  under  age  21  and  (as  determined  by  the  Secretary  under 
regulations)  a  student  regularly  attending  a  school,  college,  or  univer- 
sity or  a  course  of  training  in  preparation  for  employment. 

Determination  of  family  relationships 

Section  445(c)  provides  that  in  determining  whether  two  individuals 
are  related  by  blood,  marriage,  or  adoption,  appropriate  State  law  is  to 
be  applied. 

Income  and  resources  of  noncontributing  individual 

Section  445(d)  provides  that  the  income  and  resources  of  an  in- 
dividual other  than  a  parent  or  the  spouse  of  a  parent  which  (as 
determined  under  criteria  prescribed  by  the  Secretary)  is  not  available 
to  other  members  of  the  family  is  to  be  excluded  in  determining  the 
family's  eligibility  for  and  amount  of  benefits,  and  an  individual 
(other  than  such  a  parent  or  spouse)  any  of  whose  income  and  resources 
is  not  available  to  a  family  will  not  be  considered  a  member  of  the 
family  (except  that  if  such  individual  is  a  child  who  would  otherwise 
be  considered  a  member  of  the  family,  he  will  be  considered  a  member 
of  the  family  for  purposes  of  determining  the  family's  eligibility  (but 
not  the  amount  of  its  benefit)). 

Recipients  of  aid  to  the  aged,  blind,  and  disabled  ineligible 

Section  445  (e)  provides  that  an  individual  who  is  receiving  aid  to  the 
aged,  blind,  and  disabled  under  a  State  plan  approved  under  title  XVI 
of  the  Act  (as  amended  by  section  201  of  the  bill),  or  whose  needs  are 
taken  into  account  in  determining  the  need  of  another  individual  re- 
ceiving such  aid,  will  not  be  considered  a  member  of  a  family  for  pur- 
poses of  determining  the  amount  of  the  family's  benefits. 

SECTION  446.  PAYMENTS  AND  PROCEDURES 

Payments  of  benefits 

Section  446(a)(1)  provides  that  family  assistance  benefits  are  to  be 
paid  at  such  times  and  in  such  installments  as  the  Secretary  of 
Health,  Education,  and  Welfare  determines. 

Section  446(a)(2)  provides  that  a  family's  benefits  may  be  paid  to 
any  one  or  more  family  members,  or  (on  behalf  of  the  family,  if  the 
Secretary  deems  it  appropriate)  to  another  person  who  is  interested 
in  or  concerned  with  the  family's  welfare. 

Section  446(a)(3)  allows  the  Secretary  to  prescribe  regulations 
establishing  ranges  of  incomes  within  which  single  amounts  of  family 
assistance  benefits  will  apply. 

Overpayments  and  underpayments 

Section  446(b)  provides  that  when  more  or  less  than  the  correct 
amount  of  family  assistance  benefits  has  been  paid  to  a  family  the 
Secretary  will  make  proper  adjustments  by  increases  or  decreases 
future  payments  or  by  recovery  from  or  payment  to  one  or  more 
individuals  who  are  or  were  members  of  the  family,  with  appropriate 
provision  to  avoid  penalizing  family  members  who  were  without  fault 
if  adjustment  or  recovery  would  defeat  the  purpose  of  the  program, 
be  against  equity  or  good  conscience,  or  impede  eflBcient  or  effective 
administration. 
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Hearings  and  review 

Section  446(c)  (1)  provides  that  the  Secretary  will  furnish  reasonable 
notice  and  opportunity  for  a  liearing  to  any  person  who  is  or  claims 
to  be  a  family  member  and  is  in  disagreement  with  a  determination 
on  eligibility  for  family  assistance  benefits,  the  amount  of  the  benefits, 
or  the  number  of  persons  in  the  family,  if  a  request  for  such  hearing 
is  made  within  thirty  days  after  notice  of  the  determination  is  re- 
ceived. If  payments  of  benefits  are  already  being  made  to  the  family, 
they  will  be  continued  until  a  determination  is  made  on  the  basis 
of  the  hearing  (or  the  claim  is  otherwise  disposed  of),  but  any  benefits 
so  paid  will  be  considered  overpayments  (and  therefore  recoverable) 
if  the  determination  is  that  they  were  incorrectly  paid. 

Section  446(c)(2)  provides  that  a  determination  by  the  Secretary 
must  be  made  within  ninety  days  after  the  individual  requests  the 
hearing. 

Section  446(c)(3)  provides  that  a  final  determination  by  the  Secre- 
tary after  a  hearing  will  be  subject  to  judicial  review  as  provided 
under  section  205(g)  of  the  Act  except  that  all  determinations  of  fact 
on  the  basis  of  such  hearing  will  be  conclusive  and  not  subject  to 
review  by  any  court. 

Procedures;  prohibition  of  assignments 

Section  446(d)  provides  that  sections  206  and  207  of  the  Act,  and 
subsections  (a),  (d),  (e),  and  (f)  of  section  205  of  the  Act,  will  apply 
with  respect  to  family  assistance  benefits  the  same  as  they  apply  to 
OASDI  benefits.  Section  206  of  the  Act  authorizes  the  Secretary  to 
prescribe  rules  and  regulations  governing  representation  of  claimants 
and  to  prescribe  maximum  fees  which  may  be  charged  for  services  per- 
formed in  connection  with  SLuy  claim.  Section  207  of  the  Act  provides 
that  the  right  of  any  person  to  future  payments  will  not  be  transfer- 
able or  assignable  or  subject  to  execution,  levy,  attachment,  garnish- 
ment, or  other  legal  process.  Subsections  (a),  (d),  (e),  and  (f)  of  sec- 
tion 205  of  the  Act  give  the  Secretary  the  authority  to  make  rules 
and  regulations  concerning  evidence  and  the  submission  thereof,  and 
to  issue  subpoenas  for  the  purpose  of  any  hearing,  investigation,  or 
other  procedure. 

Applications  and  furnishing  of  information  by  families 

Section  446(e)(1)  provides  that  the  Secretary  is  to  prescribe  regu- 
lations mth  respect  to  the  filing  of  applications,  the  furnishing  of 
information,  and  the  reporting  of  events  and  circumstances,  as 
necessary  to  determine  eligibility  for  and  amount  of  family  assistance 
benefits. 

Section  446(e)(2)  provides  that  in  order  to  encourage  prompt 
reporting  of  events  and  circumstances  relevant  to  eligibility  for  and 
amount  of  benefits  and  more  accurate  estimates  of  expected  income  or 
expenses  the  Secretary  may  treat  as  overpayments  all  or  part  of 
any  payments  made  for  a  period  during  which  there  was  a  failure  or 
delay  in  reporting,  or  inaccurate  reporting  of  information  on  which 
the  estimates  of  income  or  expenses  were  based. 

Furnishing  of  information  by  other  agencies 

Section  446(f)  provides  that  the  head  of  any  Federal  agency  is  to 
furnish  the  Secretary  any  information  needed  for  determining  eligi- 
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bility  for  or  amount  of  family  assistance  benefits  or  for  verifying  other 
information. 

SECTION  447.  REGISTRATION  AND  REFERRAL  OF  FAMILY  MEMBERS  FOR 
MANPOWER  SERVICES,  TRAINING,  AND  EMPLOYMENT 

Section  447(a)  provides  that  every  individual  who  is  a  member  of 
an  eligible  family  and  who  is  not  excepted  by  section  447(b)  must 
register  with  the  local  State  public  employment  office  for  manpower 
services,  training,  and  employment  as  provided  by  regulations  of  the 
Secretary  of  Labor.  If  and  for  so  long  as  anjr  individual  fails  to  register 
as  required,  he  will  not  be  considered  a  family  member  for  purposes  of 
determining  his  family's  eligibility  for  or  amount  of  benefits  but  his 
income  will  be  counted  as  family  income  in  the  regular  way;  except 
that  if  he  is  the  only  family  member  other  than  a  child  he  will  be 
considered  a  family  member  for  purposes  of  determining  the  family's 
eligibility  for  benefits  (but  not  their  amount).  No  part  of  any  family 
assistance  benefit  may  be  paid  to  any  individual  who  fails  to  register 
for  manpower  services,  training,  or  employment  as  required;  but  the 
Secretary  may,  if  he  deems  appropriate,  pay  the  benefits  due  the  family 
to  any  person,  other  than  a  member  of  the  family,  who  is  interested 
in  or  concerned  with  the  welfare  of  the  family. 

Section  447(b)  provides  that  an  individual  will  not  be  required  to 
register  for  manpower  services,  training,  or  employment  if  the  Secre- 
tary determines  that  such  individual  is  (1)  unable  to  engage  in  work  or 
training  by  reason  of  illness,  incapacity,  or  advanced  age,  (2)  a  mother 
or  other  relative  of  a  child  under  the  age  of  six  who  is  caring  for  such 
child,  (3)  the  mother  or  other  female  caretaker  of  a  child,  if  the  father 
or  another  adult  male  relative  is  in  the  home  and  is  not  otherwise 
exempted  from  the  requirement  of  registration,  so  long  as  such  father 
or  other  adult  male  relative  has  not  refused  to  register  or  to  participate 
in  work  or  training,  (4)  a  child  under  age  16  or  in  school,  or  (5)  one 
whose  presence  in  the  home  is  required  because  of  the  illness  or 
incapacity  of  another  member  of  the  household.  An  individual  who  is 
not  required  to  register  for  manpower  services,  training,  or  employ- 
ment may  nevertheless  register  if  he  so  desires. 

Section  447(c)  directs  the  Secretary  in  all  appropriate  cases  to  make 
provision  for  furnishing  child  care  services  for  individuals  registered 
for  or  participating  in  manpower  services,  training,  employment,  or 
vocational  rehabilitation  under  the  program. 

Section  447(d)  provides  that  the  Secretary  will  refer  to  the  appro- 
priate State  agency  for  vocational  rehabilitation  services  any 
individual  who  is  a  family  member  and  who  is  not  required  to  register 
for  manpower  services,  training,  or  employment  because  of  incapacity. 
Review  of  such  individual's  incapacity  and  need  for  rehabilitation 
services  will  be  made  as  necessary  (except  for  individuals  determined 
to  be  permanently  and  totally  disabled)  but  not  less  often  than 
quarterly.  If  the  individual  refuses  without  good  cause  to  accept 
rehabilitation  services,  he  will  be  treated  as  though  he  were  an  indi- 
vidual who  refused  to  register  for  manpower  services,  training,  or 
employment  when  required  to  do  so. 
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SECTION  448,  DENIAL  OF  BENEFITS  IN  CASE  OF  REFUSAL  OF  MANPOWER 
SERVICES,   TRAINING,   OR  EMPLOYMENT 

Section  448(a)  provides  that  any  individual  who  is  a  family  member 
and  has  registered  for  manpower  services,  training,  or  employment 
pursuant  to  section  447  but  who  refuses  without  good  cause  (as  de- 
termined after  a  hearing  by  the  Secretarj^  of  Labor,  whose  decision  is 
final  and  nonreviewable)  to  participate  in  suitable  manpower  services, 
training,  or  employment  ^\dll  not  be  considered  a  family  member  for 
purposes  of  determining  his  family's  eligibility  for  or  amount  of 
benefits  but  his  income  will  be  counted  as  family  income  in  the  regular 
way;  except  that  if  he  is  the  only  f amity  member  other  than  a  child  he 
^\"ill  be  considered  a  family  member  for  purposes  of  determining  the 
family's  eligibility  for  benefits  (but  not  their  amount).  No  part  of 
any  family  assistance  benefit  may  be  paid  to  any  individual  during  a 
period  when  he  has  without  good  cause  refused  manpower  services, 
training,  or  suitable  employment  as  required;  but  the  Secretary  may, 
if  he  deems  appropriate,  pay  the  benefits  due  the  family  to  any  per- 
son, other  than  a  member  of  the  family,  who  is  interested  in  or  con- 
cerned with  the  welfare  of  the  family. 

Section  448(b)  provides  that  in  determining  whether  employment 
is  suitable  for  an  individual  (for  purposes  of  part  C  (relating  to  man- 
power services,  training,  employment,  etc.),  as  well  as  for  purposes  of 
section  448(a)),  the  Secretary  of  Labor  will  consider  the  degree  of 
risk  to  the  individual's  health  and  safety,  his  physical  fitness  for  the 
work,  his  ^prior  training,  experience,  and  earnings,  the  length  of  his 
unemployment,  his  prospects  for  obtaining  work  based  upon  his  poten- 
tial and  the  availability  of  training  opportunities,  and  the  distance 
of  the  available  work  from  his  residence.  In  addition,  employment  is 
not  to  be  considered  suitable  for  an  individual  (1)  if  the  job  offered 
is  vacant  due  to  a  labor  dispute,  (2)  if  the  wages,  hours,  or  other 
conditions  of  the  work  offered  are  contrary  to  or  less  than  those 
prescribed  by  law  or  substantially  less  favorable  than  those  prevailing 
for  similar  work  in  the  locality,  or  (3)  if,  as  a  condition  of  employment, 
the  individual  would  be  required  to  join  a  company  union  or  to  resign 
from  or  refrain  from  joining  any  bona  fide  labor  organization. 

SECTION  449.  TRANSFER  OF  FUNDS  FOR  ON-THE-JOB  TRAINING  PROGRAMS 

Section  449  provides  that  the  Secretary  of  Health,  Education,  and 
Welfare  will  to  the  extent  provided  by  agreement  with  the  Secretary 
of  Labor  pay  to  the  Secretary  of  Labor  such  amounts  as  would  be 
paid  as  family  assistance  benefits  to  individuals  participating  in  public 
or  private  employer-compensated  on-the-job  training  programs  if  such 
individuals  were  not  participating  in  such  training.  Sums  so  paid  to 
the  Secretary  of  Labor  will  be  available  to  pay  the  costs  of  such 
on-the-job  training  programs. 

Part  E — State  Supplementation  of  Family  Assistance 

Benefits 

SECTION  451.  payments  UNDER  TITLES  IV,  V,  XVI,  AND  XIX 
conditioned  ON  SUPPLEMENTATION 

Section  451  provides  that  a  State  must  enter  into  an  agreement  with 
the  Secretary  of  Health,  Education,  and  Welfare  to  supplement  the 
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family  assistance  payments  made  under  part  D  of  title  IV  in  order  to 
become  or  remain  eligible  for  Federal  payments  under  part  A  (services 
to  needy  families  with  children)  and  part  B  (child-welfare  services)  of 
such  title,  or  under  title  V  (maternal  and  child  health,  and  crippled 
children's  services),  title  XVI  (aid  to  the  aged,  blind,  and  disabled),  or 
title  XIX  (medical  assistance),  except  in  the  case  of  the  working 
poor — i.e.,  except  in  the  case  of  families  where  both  parents  are  present, 
neither  is  incapacitated,  and  the  father  is  not  unemployed. 

SECTION    452.     ELIGIBILITY    FOR    AND    AMOUNT    OF  SUPPLEMENTARY 

PAYMENTS 

Section  452(a)  provides  that  eligibility  for  and  the  amount  of  a 
State's  supplementary  payments  will  be  determined  generally  under 
the  rules  and  regulations  applicable  to  the  Federal  family  assistance 
payments  and  by  applying  the  State's  standard  of  need  and  payment 
limitations  as  in  effect  (and  in  compliance  with  the  requirements  of 
part  A)  in  January  1970,  unless  the  State  chooses  to  apply  a  higher 
standard;  except  that  supplementary  payments  are  not  required  in 
any  case  above  the  applicable  poverty  level  determined  under  section 
453  (c)  (discussed  below) .  The  resulting  amount  is  to  be  reduced  by  the 
family  assistance  payment  (if  any)  and  by  any  income  not  excluded 
under  section  443(b)  (except  for  the  first  $720  a  year  of  the  family's 
earned  income  and  one-half  of  its  remaining  earned  income)  or  under 
section  452(b).  Any  limitations  imposed  by  the  State  on  the  amount 
of  aid  paid  must  not  (in  combination  with  the  other  plan  provisions) 
be  more  stringent  in  result  than  those  in  effect  in  January  1970.  If  the 
State  plan  provides  for  meeting  less  than  100  percent  of  its  need 
standard  or  for  considering  less  than  100  percent  of  requirements  in 
determining  need,  the  Secretary  will  by  regulation  prescribe  the 
method  to  be  used  to  ensure  that  these  results  are  achieved. 

Section  452(b)  provides  that  in  computing  the  amount  of  a  family's 
supplementary  payments,  a  State  will  disregard  (1)  $720  of  the 
family's  earned  income,  plus  (2)  one-third  of  its  earned  income  between 
$720  and  twice  the  amount  of  its  family  assistance  benefit  prior  to 
any  reduction  for  income,  plus  (3)  at  least  one-fifth  of  any  remaining 
earned  income. 

Section  452(c)  requires  that  a  State  agreement  for  payment  of 
supplementary  benefits  must  provide  for — 

(1)  statewide  application  of  the  agreement, 

(2)  administration  or  supervision  by  a  single  State  agency, 

(3)  an  opportunity  for  a  fair  hearing  before  the  State  agency 
for  any  individual  whose  claim  is  denied  or  is  not  promptly 
acted  upon, 

(4)  methods  of  administration  necessary  for  the  proper  and 
effi,cient  operation  of  the  State  agreement,  and  training  and  effec- 
tive use  of  a  paid  subprofessional  staff  with  emphasis  on  employ- 
ment of  recipients  of  supplementary  payments, 

( 5 )  reporting  to  the  Secretary  as  required, 

(6)  safeguards  to  protect  the  confidentiality  of  information, 
and 

(7)  an  opportunity  for  all  to  apply  for  benefits,  and  payments 
with  reasonable  promptness. 
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SECTION  453.  PAYMENTS  TO  STATES 

Section  453(a)(1)  provides  that  the  Secretary  of  Health,  Education, 
and  Welfare  will  pay  each  State  30  percent  of  the  amount  expended 
by  it  each  fiscal  year  for  supplementar}^  payments,  not  counting  that 
part  of  such  payment  to  any  family  which  exceeds  the  difference 
between  (A)  the  applicable  poverty  level  (determined  under  section 
453(c))  and  (B)  the  family  assistance  benefit  payable  to  the  family 
plus  any  income  of  the  family  not  disregarded  in  computing  the 
supplementary  payment. 

Section  453(a)(2)  provides  that  the  Secretary  will  pay  each  State 
one-half  of  its  administrative  costs  incurred  in  carrying  out  the 
agreement  for  supplementary  payments. 

Section  453(b)  provides  that  payments  to  States  under  section 
453(a)  will  be  made  at  such  times  and  in  such  installments  as  the 
Secretary  determines. 

Section  453(c)(1)  provides  that  the  ''poverty  level"  for  a  family 
of  any  given  size  is  the  amount  shown  for  a  family  of  that  size  in 
the  following  table,  adjusted  as  provided  in  section  453(c)(2): 

Family  size  Basic  amount 

One   $1,920 

Two   2,460 

Three   2,  940 

Four   3,  720 

Five   4,  440 

Six   4,  980 

Seven  or  more   6,  120 

Section  453(c)(2)  provides  that  between  July  1  and  September  30 
of  each  year  (beginning  with  1970)  the  Secretary  is  to  adjust  the 
amount  shown  for  each  size  of  family  in  the  table  by  increasing  such 
amount  by  the  percentage  by  which  the  average  level  of  the  price 
index  for  the  second  calendar  quarter  of  such  year  exceeds  the  average 
level  of  the  price  index  for  months  in  .1969,  and  is  to  promulgate  the 
adjusted  amounts  as  the  poverty  levels  for  families  of  various  sizes. 
The  new  amounts  will  apply  for  the  fiscal  year  beginning  July  1 
after  such  promulgation. 

Section  453(c)(3)  defines  the  term  ''price  index"  to  mean  the 
Consumer  Price  Index  (all  items — United  States  city  average) 
published  monthly  by  the  Bureau  of  Labor  Statistics. 

SECTION  454.  FAILURE  BY  STATE  TO  COMPLY  WITH  AGREEMENT 

Section  454  provides  that  the  Secretary  of  Health,  Education,  and 
Welfare  may  withhold  all  or  an  appropriate  part  of  the  payments  he 
would  otherwise  make  to  a  State  if,  after  notice  and  opportunity^  for 
a  hearing,  he  finds  the  State  is  failing  to  comply  with  its  agreement. 

Part  F — Administration 


SECTION  461.  AGREEMENTS  WITH  STATES 


Section  461(a)  provides  that  the  Secretary  of  Health,  Education, 
and  Welfare  mny  enter  into  an  agreement  with  any  State  to  make 
the  supplementary  payments  on  its  behalf,  or  perform  functions  re- 
lated to  the  making  of  such  payments,  or  both.  The  State  w^ould 
pay  the  Secretary  the  amount  of  the  supplementary  payments  less 


63 


the  Federal  share  of  such  payments  under  section  453(a),  and  could 
request  joint  audit  of  such  payments. 

Section  461(b)  provides  that  the  Secretary  may  enter  into  an 
agreement  with  any  State  under  which  the  State  will  make  family 
assistance  payments  on  behalf  of  the  Secretary  with  respect  to  all  or 
specified  families  in  the  State,  or  perform  other  functions  as  agreed 
upon.  The  State  would  be  paid  the  cost  of  carrying  out  the  agreement. 

SECTION  462.  PENALTIES  FOR  FRAUD 

Section  462  provides  penalties  for  fraud,  with  respect  to  family 
assistance  benefits  and  supplementary  payments,  similar  to  those 
provided  in  section  208  of  the  Act  with  respect  to  OASDI  benefits. 

SECTION  463.  REPORT,  EVALUATION,  RESEARCH  AND  DEMONSTRATIONS, 
AND  TRAINING  AND  TECHNICAL  ASSISTANCE 

Section  463(a)  provides  that  the  Secretary  of  Health,  Education, 
and  Welfare  is  to  make  an  annual  report  to  the  President  and  the 
Congress  on  the  operation  of  the  family  assistance  benefit  and  sup- 
plementary payment  programs. 

Section  463(b)  authorizes  the  Secretary  to  conduct  research  and 
experiments  to  determine  better  ways  of  providing  financial  assist- 
ance to  needy  persons,  waiving  the  requirements  of  the  family  assist- 
ance program  to  the  extent  he  deems  it  appropriate. 

Section  463(c)  authorizes  the  Secretary  to  provide  technical  as- 
sistance to  the  States,  and  training  for  State  personnel,  to  assist  the 
States  in  carrying  out  their  supplementary  payment  programs. 

Section  463(d)  places  a  limitation  of  $20  million  per  fiscal  year 
(from  amounts  appropriated  for  the  family  assistance  benefit  and 
supplementary  payment  programs)  on  the  funds  which  may  be  used 
in  carrying  out  this  section. 

SECTION  464.  OBLIGATION  OF  DESERTING  PARENTS 

Section  464  provides  that  receipt  of  family  assistance  benefits  or 
State  supplementary  payments  by  the  spouse  or  children  of  a  deserting 
parent  during  his  absence  will  result  in  a  monetary  obligation  to  the 
United  States  by  the  deserting  parent  equal  to  the  total  amount  of 
the  family  assistance  benefits  received  by  the  deserting  parent's 
spouse  and  children  plus  any  amount  paid  to  the  State  under  section 
453.  The  deserting  parent's  obligation  is  reduced  by  any  payments 
which  he  actually  makes  to  his  family  during  the  period  and  which  are 
excluded  in  computing  the  family  assistance  benefits  paid  to  his  spouse 
and  children;  and  in  no  case  would  his  obligation  exceed  the  amount 
(if  any)  order  3d  by  a  court  of  competent  jurisdiction  for  the  support 
and  maintenance  of  his  spouse  or  children,  less  any  payments  made 
under  such  order.  The  amount  due  the  United  States  is  to  be  collected 
from  any  amounts  otherwise  due  or  becoming  due  the  deserting  parent 
from  any  officer  or  agency  of  the  United  States  or  under  any  Federal 
program.  (Under  the  amendments  made  by  section  103(b) (l) (K), 
(Oj,  and  (P)  of  the  bill,  the  existing  State-Federal  arrangements  for 
locating  deserting  parents  and  obtaining  support  for  their  families, 
under  the  program  of  services  to  needy  families  with  children,  are 
expanded  to  take  account  of  deserted  spouses  as  well  as  children.) 
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SECTION  465.  TREATMENT  OF  FAMILY  ASSISTANCE  BENEFITS  AS  INCOME 
FOR  FOOD  STAMP  PURPOSES 

Section  465  provides  that  family  assistance  benefits  will  be  taken 
into  consideration  for  purpose  of  determining  any  household's  entitle- 
ment to,  and  the  cost  of,  food  stamps  under  the  Food  Stamp  Act  of 
1964. 

SECTION  102.  MANPOWER  SERVICES,  TRAINING,  EM- 
PLOYMENT, CHILD  CARE,  AND  SUPPORTIVE  SERVICES 
PROGRAMS 

Section  102  of  the  bill  completely  rewrites  part  C  of  title  IV  of  the 
Social  Security  Act  to  provide  new  programs  of  manpower  services, 
training,  employment,  child  care,  and  related  supportive  services  for 
members  of  families  receiving  family  assistance  benefits  or  supple- 
mentary payments  under  part  D  or  part  E  of  such  title. 

Part  C — Manpower  Services,  Training,  Employment,  Child 
Care,  and  Supportive  Services  Programs  for  Recipients  of 
Family  Assistance  Benefits  or  Supplementary  Payments 

section  430.  purpose 

Section  430  sets  forth  the  purpose  of  the  revised  part  C — to  provide 
programs  and  ser^dces  for  recipients  of  family  assistance  benefits  or 
supplementary  payments  in  order  to  train  them,  prepare  them  for 
employment,  and  otherwise  assist  them  in  securing  and  retaining 
regular  emoloyment  with  opportunity  for  advancement  so  that 
needy  families  mth  children  AviJl  be  restored  to  self-supporting,  inde- 
pendent, and  useful  roles  in  their  communities. 

SECTION   431.    operation    OF    MANPOWER   SERVICES,    TRAINING,  AND 
EMPLOYMENT  PROGRAMS 

Section  431(a)  provides  that  the  Secretary  of  Labor  is  to  develop 
an  employability  plan  for  each  person  registered  under  the  family 
assistance  benefits  program  (part  D  of  title  IV  of  the  Act),  in  order 
to  enable  him  to  secure  employment  and  remain  self-supporting. 

Section  431(b)  provides  that  the  Secretary  of  Labor  is  to  establish 
and  maintain  manpower  services,  training,  and  employment  programs 
in  each  State  for  persons  registered  under  the  family  assistance  benefits 
program  and  persons  receiving  State  supplementary  payments  under 
part  E  of  title  IV. 

Section  431(c)  provides  for  the  establishment  of  such  manpower 
services,  training,  and  employment  programs  as  are  necessar}^  to  carry 
out  the  purpose  of  part  C,  including  (1)  any  services  which  the  Secre- 
tary is  authorized  to  provide  under  any  other  Act;  (2)  counseling, 
testing,  training,  work  experience,  and  job  placement;  (3)  relocation 
assistance  to  aid  unemployed  individuals  in  relocating  in  areas 
where  there  is  assurance  of  suitable  employment  (offered  through 
jjiiblic  employment  offices)  which  will  lead  to  self-support  without 
public  assistance;  and  (4)  special  work  projects. 

Section  431(d)  defines  a  "s])ecia]  work  project"  as  a  project  which 
consists  of  the  performance  of  work  in  the  public  interest  through 
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grants  to  or  contracts  with  public  or  nonprofit  private  agencies  or 
organizations.  Wage  rates  for  special  work  projects  cannot  be  lower 
than  the  applicable  minimum  wage  for  the  particular  work  concerned; 
appropriate  health  and  safety  standards  are  to  be  maintained;  the 
project  must  not  displace  employed  workers;  the  conditions  of  work, 
training,  education,  and  employment  must  be  reasonable  from  the 
standpoint  of  the  type  of  work,  the  geographic  location,  and  the  pro- 
ficiency of  the  participant;  workmen's  compensation  protection  must 
be  provided;  and  the  project  must  improve  the  employability  of  the 
participants.  The  Secretary  of  Labor  must,  at  least  every  six  months, 
review  each  participant's  employment  record  and  any  other  pertinent 
information  and  determine  whether  it  would  be  feasible  to  place  him 
in  regular  employment  or  in  training. 

SECTION   432.  ALLOWANCES   FOR  INDIVIDUALS   UNDERGOING  TRAINING 

Section  432(a)(1)  directs  the  Secretary  of  Labor  to  pay  each  par- 
ticipant in  manpower  training  under  the  revised  part  C  an  incentive 
allowance  of  $30  per  month  or,  if  greater  (in  a  case  where  the  partici- 
pant is  eligible  for  a  training  allowance  under  section  203  of  the  Man- 
power Development  and  Training  Act),  the  difference  between  the 
sum  of  the  participant's  family  assistance  benefits  and  supplementary 
payments  under  parts  D  and  E  and  the  amount  of  such  training  al- 
lowance (or  so  much  thereof  as  does  not  exceed  the  training  allowance 
which  would  be  payable  under  such  section  203  as  in  effect  on  March  1, 
1970). 

Section  432(a)(2)  provides  that  the  Secretary  of  Labor  is  to  pay,  to 
any  participant  in  manpower  training  under  part  C,  allowances  for 
transportation  and  other  expenses  necessary  for  and  directly  related  to 
such  training. 

Section  432(a)(3)  provides  that  the  Secretary  of  Labor  by  regula- 
tion is  to  provide  for  such  smaller  allowances  as  he  deems  appropriate 
for  participants  in  manpower  training  in  Puerto  Rico,  the  Virgin 
Islands,  and  Guam. 

Section  432(b)  provides  that  allowances  under  section  432(a)  are  to 
be  in  lieu  of  allowances  provided  under  any  manpower  training  pro- 
gram under  any  other  Act. 

Section  432(c)  provides  that  allowances  under  section  432(a)  will 
not  be  payable  to  any  person  who  is  participating  in  a  program  spon- 
sored by  the  Secretary  of  Labor  providing  public  or  private  employer- 
compensated  on-the-job  training. 

SECTION  433.  UTILIZATION  OF  OTHER  PROGRAMS 

Section  433  authorizes  the  Secretary  of  Labor,  using  all  authority 
granted  to  him  under  any  other  Act,  to  provide  the  manpower  training 
and  employment  services  required  by  the  revised  part  C  in  such 
manner  as  will  make  maximum  use  of  existing  manpower  programs 
and  agencies  and  will  further  the  establishment  of  an  integrated  and 
comprehensive  manpower  training  program;  and  to  use  the  funds 
appropriatsd  under  part  C  to  provide  the  required  programs  through 
such  other  Acts  and  to  reimburse  public  and  private  agencies  for 
services  rendered  to  persons  under  part  C  when  such  services  are  not 
otherwise  available  on  a  nonreimbursable  basis. 
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SECTION  434.  RULES  AND  REGULATIONS 

Section  434  authorizes  the  Secretary  of  Labor  to  issue  such  rules 
and  regulations  as  he  finds  necessary  to  carry  out  the  purposes  of  the 
revised  part  C. 

SECTION  435.  APPROPRIATIONS;  NONFEDERAL  SHARE 

Section  435(a)  provides  that  funds  sufficient  to  carry  out  the  pur- 
poses of  the  revised  part  C  (other  than  the  funds  required  for  child  care 
and  supportive  services)  are  authorized  to  be  appropriated  to  the 
Secretary  of  Labor  each  year,  including  funds  for  payment  of  up  to 
90  percent  of  the  cost  of  providing  manpower  services,  training,  and 
employment  for  persons  registered  under  the  family  assistance  pro- 
gram. The  Secretary  of  Labor  is  to  establish  criteria  to  achieve 
equitable  apportionment  among  the  States  of  Federal  expenditures  for 
the  programs  of  manpower  services,  training,  and  employment  which 
are  authorized  under  section  431. 

Section  435(b)  provides  that  if  a  State  fails  to  contribute  its  10-per- 
cent share  of  the  cost  of  manpower  services,  training,  and  employment 
provided  for  individuals  under  the  family  assistance  program  who  are 
registered  under  section  447,  the  Secretary  of  Health,  Education,  and 
Welfare  may,  after  notice  and  opportunity  for  hearing,  withhold 
payments  which  would  otherwise  be  made  to  the  State  under  sections 
403(a)  (services  to  needy  families  with  children),  453  (State  supple- 
mentary payments  (discussed  above)),  1604  (aid  to  the  aged,  blind  or 
disabled  (discussed  below)),  and  1903(a)  (medical  assistance)  until  the 
amount  withheld,  less  any  contribution  made  by  the  State,  equals 
such  10-percent  share.  (Under  the  amendment  made  by  section 
103(b)  (1)(M)  of  the  bill,  this  10-percent  State  contribution  must  be 
required  by  the  State's  plan  for  services  for  needy  families  with 
children  under  part  A  of  title  IV  of  the  Act.) 

SECTION  436.  CHILD  CARE 

Section  436(a)(1)  authorizes  the  appropriation  each  year  to  the 
Secretary  of  Health,  Education,  and  Welfare  of  sufficient  funds  to 
enable  him  to  make  grants  to  public  and  nonprofit  private  agencies 
and  organizations  and  contracts  with  public  and  private  agencies  and 
organizations  to  cover  part  or  all  (100  percent)  of  the  cost  of  projects 
for  the  provision  of  child  care  to  permit  individuals  registered  or 
referred  for  vocational  rehabilitation  under  part  D  or  receiving  supple- 
mentary payments  under  part  E  to  undertake  or  continue  manpower 
training  or  employment  under  the  revised  part  C,  or  to  permit  indi- 
viduals who  are  or  have  been  eligible  for  payments  under  part  D  or 
part  E  to  undertake  or  continue  manpower  training  or  employment 
under  the  revised  part  C,  or,  with  respect  to  the  period  prior  to  the 
date  part  D  becomes  effective,  to  permit  individuals  who  are  receiving 
aid  to  families  with  dependent  children  (or  whose  needs  are  taken 
into  account  in  determining  the  need  of  persons  claiming  or  receiving 
such  aid)  to  participate  in  manpower  training  or  employment. 

Section  436(a)(2)  provides  that  the  grants  or  contracts  made  under 
section  436(a)(1)  may  be  made  directly  or  through  grants  to  a  public 
or  nonprofit  private  agency,  designated  by  the  appropriate  elected 
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or  appointed  official  or  officials  in  the  area,  which  will  work  with  the 
local  manpower  agency.  To  the  extent  appropriate,  the  arrangements 
are  to  be  made  with  the  local  educational  agency  to  provide  care  for 
children  attending  school. 

Section  436(a)(3)  provides  that  various  types  of  child  care  will  be 
provided,  based  upon  the  needs  and  circumstances  of  the  children 
involved. 

Section  436(b)  provides  that  the  Secretary  may  use  sums  appro- 
priated under  section  436(a)  (1)  to  make  grants  to  any  public  or  private 
nonprofit  agency  or  organization,  or  contracts  with  any  private  or 
public  agency  or  organization,  for  evaluation,  training  of  personnel, 
technical  assistance,  or  research  and  demonstration  projects  to  deter- 
mine more  effective  methods  of  providing  child  care. 

Section  436(c)  provides  that  the  Secretary  may  establish  reasonable 
fees  for  the  child  care  provided  for  any  family  that  is  able  to  pay  for 
part  or  all  of  the  cost  thereof. 

SECTION  437.  SUPPORTIVE  SERVICES 

Section  437(a)  provides  that  no  payments  will  be  made  to  a  State 
under  title  V  (maternal  and  child  health  and  crippled  children's  serv- 
ices), title  XVI  (aid  to  the  aged,  blind,  and  disabled),  title  XIX  (med- 
ical assistance),  or  part  A  or  B  of  title  IV  for  expenditures  for  any 
calendar  quarter  beginning  on  or  after  the  date  the  family  assistance 
program  becomes  effective,  unless  such  State  has  an  agreement  with 
the  Secretary  of  Health,  Education,  and  Welfare  under  which  it  will 
provide  health,  counseling,  social,  vocational  rehabilitation,  and  other 
supportive  services  which  the  Secretary  determines  are  necessary  to 
permit  an  individual  registered  under  part  D  or  receiving  supple- 
mentary payments  under  part  E  to  undertake  or  continue  manpower 
training  and  employment. 

Section  437(b)  provides  that  the  supportive  services  required  under 
section  437(a)  are  to  be  furnished  in  cooperation  with  the  manpower 
training  and  employment  services  provided  under  the  revised  part  C. 

Section  437(c)  provides  for  payments  to  a  State,  at  such  times  and 
in  such  installments  as  are  deemed  appropriate  by  the  Secretary,  of 
up  to  90  percent  of  the  cost  of  the  supportive  services  provided  by 
the  State  under  its  agreement  under  section  437(a). 

SECTION  438.  ADVANCE  FUNDING 

Section  438(a)  provides  that  appropriations  for  grants,  contracts, 
and  other  payments  under  the  revised  part  C  with  respect  to  persons 
registered  under  part  D  may  be  included  in  the  appropriation  Act 
for  the  fiscal  year  preceding  the  fiscal  year  for  which  they  are  to  be 
used. 

Section  438(b)  provides  that  in  order  to  effect  a  transition  to  the 
advance  funding  procedure  two  separate  appropriations  may  initially 
be  made  in  the  same  fiscal  year,  one  for  that  year  and  one  for  the 
following  fiscal  year. 

SECTION  439.  EVALUATION  AND  RESEARCH:  REPORTS  TO  CONGRESS 

Section  439(a)(1)  provides  that  the  Secretary  of  Labor  and  the 
Secretary  of  Health,  Education,  and  Welfare  will  jointly  make  provi- 
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sion  for  continuing  evaluation  of  manpower  training  and  employment 
programs  provided  under  the  revised  part  C,  and  that  the  Secretary 
of  Labor  may  conduct  research  and  estabUsh  demonstration  projects 
regarding  ways  to  improve  the  effectiveness  of  manpower  training  and 
employment  programs,  contract  for  independent  evahiations  and 
research  regarding  such  programs,  and  establish  a  system  for  collec- 
tion, processing,  and  retrieval  of  data. 

Section  439(a)(2)  authorizes  the  appropriation,  for  the  costs  of  the 
evaluation  and  research  provided  for  in  section  439(a)(1),  of  up  to 
$15,000,000  for  any  fiscal  year. 

Section  439(b)  provides  that  on  or  before  September  1  following 
each  fiscal  year  the  Secretar}^  of  Labor  is  to  report  to  the  Congress 
on  the  manpower  training  and  employment  programs  provided  under 
the  revised  part  C,  and  the  Secretar}^  of  Health,  Education,  and 
Welfare  is  to  report  to  the  Congress  on  the  programs  of  child  care 
and  supportive  services  provided  under  such  part. 

SECTION  103.  CONFORMING  AMENDMENTS  RELATING 
TO  ASSISTANCE  FOR  NEEDY  FAMILIES  WITH  CHILDREN 

Section  103  of  the  bill  extensively  amends  part  A  of  title  IV  of  the 
Social  Security  Act — the  present  program  of  aid  to  families  with 
dependent  children — to  eliminate  all  money  payments;  under  the  bill 
cash  payments  to  needy  families  with  children  are  to  be  made  under 
the  new  family  assistance  program  (part  D)  with  State  supple- 
mentation (part  E),  and  the  social  and  other  services  Avhich  are 
necessary  or  appropriate  for  such  families  are  to  be  provided  under 
State  plans  approved  under  part  A. 

Except  for  the  changes  which  are  necessary  to  conform  the  require- 
ments and  conditions  of  part  A  to  those  included  in  parts  D  and  E 
(e.g.,  the  definitions  of  applicable  terms)  and  the  changes  referred 
to  above  in  the  discussion  of  sections  464  and  435(b),  the  provisions 
of  this  section  are  designed  solely  to  make  the  amendments  required 
to  eliminate  money  payments  from  part  A  programs  and  the  tech- 
nical, clerical,  and  conforming  changes  necessitated  by  those 
amendments. 

TITLE  II— AID  TO  THE  AGED,  BLIND,  AND 
DISABLED 

SECTION  201.  GR  ANTS  TO  STATES  FOR  AID  TO  THE  AGED, 
BLIND,  AND  DISABLED 

Section  201  of  the  bill  completely  rewrites  title  XVI  of  the  Social 
Security  Act,  which  provides  for  grants  to  States  for  aid  to  the  aged, 
blind,  and  disabled. 

TITLE  XVI— GRANTS  TO  STATES  FOR  AID  TO  THE  AGED, 
BLIND,  AND  DISABLED 

SECTION  1601.  APPROPRIATIONS 

Section  1601  authorizes  ap]}ropriations  for  the  purpose  of  enabling 
each  State,  under  a  State  plan  approved  under  section  1602, to  furnish 
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financial  assistance  to  needy  individuals  who  are  65  years  of  age  or 
over,  blind,  or  disabled  and  for  the  purpose  of  encouraging  each  State 
(under  such  plan)  to  furnish  rehabilitation  and  other  services  to  help 
such  individuals  attain  or  retain  capability  for  self-support  or  self- 
care. 

SECTION  1602.  STATE  PLANS  FOR  FINANCIAL  ASSISTANCE  AND  SERVICES 
TO  THE  AGED,  BLIND,  AND  DISABLED 

Section  1602(a)  provides  that  an  approved  State  plan  for  aid  to 
the  aged,  bUnd,  and  disabled  must  provide  for — 

(1)  a  single  State  agency  to  administer  (or  supervise  the 
administration  of)  the.  plan; 

(2)  administrative  methods  necessary  for  the  proper  and 
efiicient  operation  of  the  plan,  including  methods  relating  to 
the  establishment  and  maintenance  of  personnel  standards  on  a 
merit  basis; 

(3)  the  training  and  effective  use  of  social  service  personnel, 
technical  assistance  to  units  of  State  and  local  government 
which  are  furnishing  financial  assistance  or  services  to  the  aged, 
blind,  and  disabled,  and  the  development  through  research  or 
demonstration  projects  of  new  and  improved  methods  of  furnish- 
ing such  assistance  or  services; 

(4)  the  training  and  effective  use  of  paid  subprofessional  staff 
(including  recipients  and  others  of  low  income),  and  the  use 
of  nonpaid  or  partially  paid  social  service  volunteers; 

(5)  opportunity  to  apply  for  aid  and  the  assurance  of  its 
prompt  payment; 

(6)  the  use  of  a  simplified  statement,  as  prescribed  by  the 
Secretary,  to  establish  eligibility,  with  effective  methods  for 
verifying  eligibility  through  use  of  sampling  and  other  scientific 
techniques ; 

(7)  Statewide  application  of  the  plan,  with  the  exception  of 
services  to  the  extent  prescribed  by  the  Secretary; 

(8)  financial  participation  by  the  State; 

(9)  the  determination  of  blindness  either  by  a  physician 
skilled  in  diseases  of  the  eye  or  by  an  optometrist,  whichever 
the  individual  selects; 

(10)  an  opportunity  for  a  fair  hearing  before  the  State  agency 
for  individuals  whose  claims  for  aid  under  the  plan  are  denied 
or  are  not  acted  upon  with  reasonable  promptness; 

(11)  an  evaluation  (at  least  annually)  of  the  operation  of  the 
plan,  under  standards  prescribed  by  the  Secretary,  with  reports 
to  the  Secretary  including  any  planned  modifications ; 

(12)  reports  to  be  made  as  the  Secretary  requires; 

(13)  safeguards  which  restrict  the  use  or  disclosure  of  infor- 
mation concerning  applicants  and  recipients  to  purposes  directly 
connected  with  the  administration  of  the  plan; 

(14)  the  designation  of  a  State  authority  to  be  responsible  for 
standards  for  public  or  private  institutions  if  the  plan  includes 
aid  to  or  on  behalf  of  individuals  in  such  institutions; 

(15)  description  of  the  services  which  the  State  makes  avail- 
able to  applicants  or  recipients  of  aid  under  the  plan  to  help 
them  attain  self-support  or  self-care;  and 
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(16)  agreement  by  administering  States  to  observe  priorities 
established  by  the  Secretary  and  comply  with  performance  stand- 
ards established  by  the  Secretary. 
Section  1602(a)  permits  a  State  (notwithstanding  paragraph  (1))  to 
designate  the  State  agency  which  previously  administered  or  super- 
vised the  administration  of  the  State's  plan  for  aid  to  the  blind  ap- 
proved under  title  X  as  the  agency  to  administer  or  supervise  the 
administration  of  that  portion  of  the  State  plan  for  aid  to  the  aged, 
blind,  and  disabled  which  relates  to  blind  individuals,  if  on  January  1, 
1962,  and  on  the  date  in  which  such  State  submits  its  plan  for  approval 
under  the  revised  title  XVI,  the  State's  title  X  agency  was  different 
from  the  State  agency  or  agencies  that  administered  or  supervised  the 
administration  of  the  State  plans  approved  under  title  I  (old-age 
assistance)  and  title  XIV  (aid  to  the  permanently  and  totally  disabled) . 
In  such  a  case,  the  part  of  the  plan  which  each  agency  administers  or 
supervises  is  to  be  regarded  as  a  separate  plan. 

Section  1602(b)  directs  the  Secretary  to  approve  any  plan  which 
fulfills  the  conditions  in  section  1602(a)  and  the  provisions  relating  to 
determination  of  need  in  section  1603,  except  that  the  Secretary  may 
not  approve  any  plan  which  imposes  as  a  condition  of  eligibility — 

(1)  an  age  requirement  of  more  than  65  years, 

(2)  a  residence  requirement  which  excludes  any  individual  who 
resides  in  the  State, 

(3)  a  citizenship  requirement  which  excludes  any  United  States 
citizen,  or  any  lawfully  admitted  resident  alien  who  has  resided  in 
the  United  States  for  at  least  5  years, 

(4)  a  disability  or  age  requirement  which  excludes  any  persons 
age  18  or  older  who  are  under  a  severe  disability,  as  determined 
under  criteria  prescribed  by  the  Secretary,  or 

(5)  a  blindness  or  age  requirement  which  excludes  any  persons 
who  are  blind,  as  determined  under  criteria  prescribed  by  the 
Secretary. 

Section  1602(b)  provides  a  special  exception  for  certain  States  pro- 
viding aid  for  the  blind  without  regard  to  need.  As  in  the  existing 
title  XVI,  the  Federal  sharing  is  limited  to  expenditures  for  those  in 
need. 

SECTION  1603.  DETERMINATION  OF  NEED 

Section  1603(a)  provides  that  each  State  plan  must  require  the 
State  agency  in  determining  need  to  take  into  account  any  income  and 
resources  of  an  individual  claiming  aid,  along  with  necessary  expenses 
incurred  in  earning  such  income,  except  that — 

(1)  the  State  agency  is  not  to  take  into  account  the  home, 
household  goods,  or  personal  effects  of  the  individual,  or  any 
other  personal  or  real  property  which  does  not  exceed  $1,500  in 
value,  or  any  other  property,  necessary  for  the  family's  self- 
support  (subject  to  any  limitation  on  gross  income  which  may 
be  imposed  as  provided  in  section  442(d)) ; 

(2)  the  State  agency  is  not  to  consider  the  financial  responsi- 
bility of  any  other  individual  for  the  applicant  or  recipient; 
except  that  the  State  agency  may  in  its  discretion,  if  it  is  so 
provided  or  permitted  under  State  law,  consider  the  financial 
responsibility  of  another  individual  for  the  applicant  or  recipient 
if  the  applicant  or  recipient  is  such  individual's  spouse,  or  is 
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such  individuaPs  child  who  is  under  the  age  of  21  or  is  blind  or 
severely  disabled; 

(3)  if  the  individual  is  blind  or  severely  disabled,  the  State 
agency  will  disregard  his  earned  income  up  to  $85  per  month  plus 
one-half  of  his  earned  income  above  that  figure,  and  will  disregard 
additional  amounts  necessary  for  achieving  self-support  pursuant 
to  a  State  plan  for  a  twelve-month  period  which  may  be  extended 
to  as  long  as  thirty-six  months  (except  that  such  additional 
amounts  will  be  disregarded  in  the  case  of  an  individual  who  is 
disabled  (but  not  blind)  only  if  he  is  undergoing  vocational  re- 
habilitation) ;  and 

(4)  if  the  individual  has  attained  age  65  and  is  neither  blind 
nor  severely  disabled,  the  State  agency  may  disregard  his  earned 
income  up  to  $60  per  month  and  one-half  of  his  earned  income 
above  that  figure. 

Section  1603(a)  also  permits  the  State  agency  in  determining  an  indi- 
vidual's need  (before  disregarding  any  amounts  under  the  preceding 
paragraphs)  to  disregard  up  to  $7.50  of  any  income,  and  refers  by  cross 
reference  to  the  additional  $4  disregard  which  is  required  in  the  case  of 
OASDI  recipients  by  section  1007  ;of  the  Social  Security  Amendments 
of  1969  (discussed  below  under  section  203  of  the  bill). 

Section  1603(b)  requires  a  State  plan  to  provide  also  that — 

(1)  each  eligible  individual,  other  than  an  individual  who  is 
institutionalized,  will  receive  financial  assistance  equal  to  at  least 
$110  per  month  less  any  income  which  is  not  disregarded  under 
section  1603(a); 

(2)  the  standard  of  need  applied  for  determining  eligibility  for 
and  amount  of  aid  will  not  be  lower  than  (A)  the  standard  applied 
for  this  purpose  under  the  State's  title  XVI  plan  as  in  effect  on  the 
date  of  the  enactment  of  the  family  assistance  program,  or  (B)  if 
the  State  had  no  such  plan  on  that  date,  the  standard  of  need 
which  was  in  effect  and  approved  on  such  date  under  the  State's 
plan  under  title  I,  X,  or  XIV,  whichever  would  apply  to  the 
individual  (or  the  highest  such  standard  which  was  or  would  have 
been  applicable  if  the  individual  falls  within  two  or  more  categories 
or  does  not  fall  within  any  of  them) ;  and 

(3)  no  payments  will  be  made  under  the  plan  to  an  individual 
who  is  considered  a  member  of  a  family  receiving  family  assistance 
benefits  or  supplementary  payments  under  part  D  or  E  of  title 
IV  or  training  allowances  under  part  C  of  such  title  (but  the 
individual  may  in  any  case  elect  not  to  be  considered  a  member  of 
such  a  family). 

Section  1603(c)  contains  a  cross-reference  to  the  special  provisions 
applicable  to  Puerto  Rico,  the  Virgin  Islands,  and  Guam  under 
section  1108(e)  (as  added  by  section  403  of  the  bill). 

SECTION   1604.   PAYMENTS  TO   STATES   FOR  AID   TO  THE  AGED,  BLIND, 

AND  DISABLED 

Section  1604  directs  the  Secretary  to  pay  to  each  State  which  has 
a  plan  approved  under  the  revised  title  XVI,  for  each  calendar  quarter, 
an  amount  equal  to  the  sum  of  the  following  proportions  of  the  total 
amounts  expended  during  each  month  of  such  quarter  as  aid  to  the 
aged,  blind,  and  disabled  under  the  plan — 
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(1)  90  percent  of  such  expenditures  up  to  the  product  of  $65 
multiplied  by  the  total  number  of  recipients  of  such  aid  for  such 
month;  plus 

(2)  25  percent  of  the  amount  by  which  such  expenditures  exceed 
those  which  may  be  counted  under  paragraph  (1),  but  only  up  to 
the  product  of  the  maximum  permissible  level  of  assistance  per 
person  in  which  the  Federal  Government  will  participate  finan- 
cially, as  determined  by  the  Secretary,  multiplied  by  the  total 
number  of  recipients  of  such  aid  for  such  month. 

Section  1604  further  provides  that  in  the  case  of  Puerto  Rico,  the 
Virgin  Islands,  and  Guam  the  maximum  permissible  level  of  assist- 
ance under  paragraph  (2)  may  be  lower  than  in  the  case  of  individuals 
in  the  other  States. 

SECTION  1605.  ALTERNATE  PROVISION  FOR  DIRECT  FEDERAL  PAYMENTS 

TO  INDIVIDUALS 

Section  1605  provides  that  the  Secretary  may  enter  into  an  agree- 
ment with  any  State  under  which  he  will  make  the  payments  of  aid 
to  the  aged,  blind,  and  disabled  provided  for  under  the  State  plan 
directly  to  individuals  in  such  State,  and  perform  related  State 
functions.  The  State  would  reimburse  the  Secretary  for  the  State's 
share  of  such  payments. 

SECTION  1606.  OVERPAYMENTS  AND  UNDERPAYMENTS 

Section  1606  provides  for  adjustments  of  overpayments  and  under- 
payments where  the  Secretary  makes  direct  payment  to  individuals 
in  a  State  as  provided  in  section  1605.  In  the  case  of  overpayments, 
the  Secretary  is  to  avoid  penalizing  people  who  were  without  fault  if 
adjustment  or  recovery  would  defeat  the  program's  purposes,  or  be 
against  equity  and  good  conscience,  or  might,  because  of  the  small 
amounts  involved,  impede  effective  administration. 

SECTION  1607.  OPERATION  OF  STATE  PLANS 

Section  1607  provides  that  if  the  Secretary  finds  after  reasonable 
notice  and  opportunity  for  hearing  that  a  State  is  not  meeting  the 
Federal  requirements,  he  will  withhold  further  payments  under  the 
State  plan,  or  under  the  part  of  the  plan  affected,  until  the  noncom- 
pliance is  corrected. 

SECTION  1608.  PAYMENTS  TO  STATES  FOR  SERVICES  AND  ADMINISTRATION 

Section  1608(a)  provides  that  a  State  may  qualify  for  increased  Fed- 
eral payments  as  provided  in  section  1608(b)  for  services  made  avail- 
able to  applicants  for  and  recipients  of  aid  to  the  aged,  blind,  and 
disabled  if  the  State  plan  provides  at  least  those  services  which  are 
prescribed  by  the  Secretary  to  help  them  attain  or  retain  capability 
for  self-support  or  self-care. 

Section  1608(b)  provides  that  the  Secretary  will  pay  to  each  State 
an  amount  equal  to  75  percent  of  its  cx])enditures  for  services  to  help 
applicants  or  recipients  attain  or  retain  capability  for  self-support  or 
self-care,  other  services  likely  to  prevent  or  reduce  dependency,  and 
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services  directed  toward  the  training  of  personnel  employed  or  pre- 
paring for  employment  in  the  State  or  local  agency  administering  the 
plan,  plus  an  amount  equal  to  one-half  of  its  expenditures  for  other 
services  furnished  under  the  plan. 

Section  1608(c)  provides  that  the  services  are  to  be  furnished  by 
the  State  or  local  agency  staff  except  as  specified  by  the  Secretary. 

Section  1608(d)  provides  that  the  rate  of  the  Federal  payment  with 
respect  to  amounts  expended  for  administration  are  to  be  determined 
under  methods  and  procedures  permitted  by  the  Secretary. 

Section  1608(e)  provides  that  the  State  may  be  paid  for  only  one- 
half  its  expenditures  for  services  in  any  quarter  if  its  plan  does  not 
include  the  self-support  or  self-care  services  prescribed  under  or  speci- 
fied in  section  1608  fa)  and  (b). 

Section  1608(f)  provides  that  if  the  Secretary  finds  after  notice 
and  opportunity  for  hearing  that  a  State's  plan  providing  services 
prescribed  under  or  specified  in  section  1608  (a)  and  (b)  is  failing  to 
comply  with  the  requirements  of  such  section,  or  that  in  the  adminis- 
tration of  such  plan  there  is  a  failure  to  comply  substantially  with 
its  provisions,  he  may  make  the  payments  for  any  or  all  of  such  serv- 
ices at  the  50-percent  rate  (as  in  the  case  of  a  State  to  which  section 
1608(e)  applies)  instead  of  at  the  75-percent  rate  otherwise  applicable 
until  such  failure  ceases. 

SECTION  1609.  COMPUTATION  OF  PAYMENTS  TO  STATES 

Section  1609(a)  authorizes  the  Secretary  to  estimate,  before  each 
quarter,  the  amount  to  which  the  State  is  entitled  under  its  plan  for 
aid,  services,  and  administration,  and  to  pay  the  estimated  amounts  in 
installments  adjusted  for  any  prior  overpayments  or  underpayments. 

Section  1609(b)  provides  that  the  pro  rata  share  due  the  United 
States  for  recovery  of  any  aid  furnished  is  to  be  adjusted  as  described 
in  section  1609(a). 

Section  1609(c)  provides  that  when  the  Secretary's  estimate  is 
made,  available  appropriations  are  deemed  obligated. 

SECTION  1610.  DEFINITION 

Section  1610  defines  ''aid  to  the  aged,  blind,  and  disabled"  to  mean 
money  payments  to  needy  individuals  who  are  age  65  or  older  or  are 
blind  or  severely  disabled,  other  than  inmates  of  a  nonmedical  public 
instutution  and  patients  under  age  65  in  a  mental  or  tuberculosis 
institution.  The  term  also  means  payments  to  another  person  on 
behalf  of  such  a  needy  individual  if  the  applicable  State  plan  provides 

(1)  for  a  determination  of  the  individual's  inability  to  manage  funds 
where  making  direct  payment  would  be  contrary  to  his  welfare, 

(2)  for  making  payments  to  such  other  person  only  if  the  individual's 
needs  will  be  met  by  doing  so,  (3)  that  special  efforts  will  be  made 
to  improve  the  individual's  capacity  to  manage  funds,  (4)  for  a 
periodic  review  of  the  determination  to  pay  another  person  and  for 
appointment  of  a  legal  guardian,  if  appropriate,  and  (5)  an  oppor- 
tunity for  a  fair  hearing. 

The  standards  for  determining  blindness  and  severe  disability  are 
to  be  established  by  the  Secretary  of  Health,  Education,  and  Welfare. 
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SECTION  202.  REPEAL  OF  TITLES  I,  X,  AND  XIV  OF  THE 
SOCIAL  SECURITY  ACT 

Section  202  of  the  bill  repeals  title  I  of  the  Social  Security  Act 
(grants  to  States  for  old-age  assistance  and  medical  assistance  for  the 
aged),  title  X  of  the  Act  (grants  to  States  for  aid  to  the  blind),  and 
title  XrV  of  the  Act  (grants  to  States  for  aid  to  the  permanently  and 
totally  disabled).  The  aid  under  these  three  programs  will  be  pro- 
vided in  the  bill  under  one  program — title  XVI  (as  amended  by 
section  201  of  the  bill). 

SECTION  203.  ADDITIONAL  DISREGARDING  OF  INCOME 
OF  OASDI  RECIPIENTS  IN  DETERMINING  NEED  FOR 
AID  TO  THE  AGED,  BLIND,  AND  DISABLED 

Section  203  of  the  bill  amends  section  1007  of  the  Social  Security 
Amendments  of  1969  to  make  permanent  the  provision  (now  appli- 
cable only  through  June  1970)  which  requires  a  State  to  disregard  up 
to  $4  per  month  of  an  individual's  benefit  under  the  old-age,  survivors, 
and  disability  insurance  program  in  determining  such  individual's 
need  for  aid  under  the  State's  title  XVI  program  if  disregarding  such 
amount  is  necessary  to  ensure  that  his  total  income  under  the  two 
programs  will  reflect  the  15-percent  increase  in  benefits  made  by  the 
1969  Amendments. 

SECTION  204.  TRANSITION  PROVISION   RELATING  TO 
OVERPAYMENTS  AND  UNDERPAYMENTS 

Section  204  of  the  bill  provides  for  adjustment  under  title  XVI  of 
the  Act  (as  amended  by  section  201  of  the  bill)  of  any  overpayment 
or  underpayment  which  the  Secretary  determines  was  made  to  a  State 
under  the  existing  title  I,  X,  or  XIV  of  the  Act  (which  are  repealed 
by  section  202  of  the  bill) ,  or  the  existing  title  XVI  of  the  Act  (which  is 
amended  by  section  201  of  the  bill). 

SECTION  205.  TRANSITION  PROVISION   RELATING  TO 
DEFINITIONS  OF  BLINDNESS  AND  DISABILITY 

Section  205  of  the  bill  gives  the  States  a  grace  period  during  which 
they  can  be  eligible  to  participate  under  title  XVI  of  the  Act  (as 
amended  by  section  201  of  the  bill)  without  changing  their  tests  of 
disability  or  blindness.  The  grace  period  will  end  for  any  State  with 
the  July  1  which  follows  the  close  of  the  first  regular  session  of  its 
State  legislature  beginning  after  the  enactment  of  the  bill. 

TITLE  III— MISCELLANEOUS  CONFORMING 
AMENDMENTS 

Title  III  of  the  bill  amends  various  provisions  of  the  Social  Security 
Act  to  reflect  the  programs  established  under  titles  I  and  II  of  the 
bill  and  to  eliminate  references  to  titles  I,  X,  and  XIV  of  the  Act 
(which  are  repealed  by  section  202  of  the  bill) . 
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SECTION  301.  AMENDMENT  TO  SECTION  228(d) 

Section  301  of  the  bill  changes  references  in  section  228(d)(1) 
of  the  Act,  which  precludes  benefits  under  section  228  (benefits  at 
age  72  for  certain  uninsured  individuals)  for  individuals  receiving  cash 
benefits  under  the  programs  established  by  the  bill. 

SECTION  302.  AMENDMENTS  TO  TITLE  XI 

Section  302  of  the  bill  amends  title  XI  of  the  Act  (general  provisions) 
by  repealing  section  1118  (alternative  Federal  payment  with  re- 
spect to  public  assistance  expenditures)  and  by  changing  references 
in  several  other  sections. 

SECTION  303.  AMENDMENTS  TO  TITLE  XVIII 

Section  303  of  the  biQ  amends  title  XVIII  of  the  Act  by  changing 
references  in  section  1843  (State  agreements  for  coverage  of  eligible 
individuals  who  are  receiving  money  payments  under  public  assistance 
programs  (or  are  eligible  for  medical  assistance))  and  section  1863 
(consultation  with  State  agencies  and  other  organizations  to  develop 
conditions  of  participation  for  providers  of  services). 

SECTION  304.  AMENDMENTS  TO  TITLE  XIX 

Section  304  of  the  bill  changes  references  in  various  provisions  of 
title  XIX  (grants  to  States  for  medical  assistance  programs),  and 
requires  the  States  to  provide  medical  assistance  for  individuals  who 
are  eligible  for  State  supplementary  payments  under  part  E  of  title 
IV  of  the  Act  (as  added  by  section  101  of  the  bill)  or  who  would  be 
eligible  for  cash  assistance  under  an  existing  State  plan  for  aid  to 
families  with  dependent  children  if  it  continued  in  effect  and  included 
dependent  children  of  unemployed  fathers. 

TITLE  IV— GENERAL 

SECTION  401.  EFFECTIVE  DATE 

Section  401  of  the  bill  provides  that  the  amendments  made  by  the 
bill  will  become  effective  on  July  1,  1971,  except  that — 

(1)  in  the  case  of  a  State  which  (on  that  date)  is  prevented  by 
statute  from  making  supplementary  payments  under  the  new 
part  E  and  the  legislature  of  which  does  not  meet  in  a  regular 
session  closing  after  the  enactment  of  the  bill  and  on  or  before 
that  date,  none  of  such  amendments  will  apply  until  the  first 
July  1  which  follows  the  close  of  the  first  regular  session  of  such 
legislature  closing  after  that  date  (unless  the  State  theretofore 
certifies  that  it  is  no  longer  prevented  from  making  the  payments, 
in  which  case  the  amendments  become  effective  at  the  beginning 
of  the  first  calendar  quarter  following  the  certification) ;  and 

(2)  in  the  case  of  a  State  which  (on  that  date)  is  prevented 
by  statute  from  meeting  the  requirements  contained  in  the  revised 
section  1602  and  the  legislature  of  which  does  not  meet  in  a  regular 
session  closing  after  the  enactment  of  the  bill  and  on  or  before 
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that  date,  the  amendments  made  by  title  II  of  the  bill  will  not 
apply  until  the  first  July  1  which  follows  the  close  of  the  first 
regular  session  of  such  legislature  closing  after  that  date  (unless 
the  State  theretofore  submits  a  State  plan  meeting  those  require- 
ments, in  which  cB.se  the  amendments  made  by  title  II  become 
effective  on  the  date  of  submission  of  the  plan). 
The  special  1950  rule  relating  to  public  assistance  for  Navajo  and 
Hopi  Indians  is  repealed,  effective  at  the  same  time  as  the  amend- 
ments made  by  the  bill.  An  exception  to  the  general  effective  date 
provision  is  made  in  the  case  of  the  new  authorization  (in  the  revised 
part  C  of  title  IV  of  the  Act)  for  child  care  services  for  persons  under- 
going training  or  employment;  this  authorization  is  effective  upon  the 
enactment  of  the  bill. 

SECTION  402.  SAVING  PROVISION 

Section  402(a)  of  the  bill  provides  that  for  each  quarter  beginning 
after  June  30,  1971,  and  prior  to  July  1,  1973,  the  Secretary  of  Health, 
Education  and  Welfare  will  reimburse  any  State  making  supplemental 
payments  under  the  new  part  E  of  title  IV  and  payments  of  aid  to  the 
aged,  blind,  and  disabled  under  the  revised  title  XVI,  to  the  extent  that 
70  percent  of  the  payments  required  under  part  E  plus  the  State's  share 
of  expenditures  under  the  revised  title  XVI  exceeds  the  State's  share  of 
the  expenditures  which  would  have  been  incurred  under  title  I  (old- 
age  assistance  and  medical  assistance  for  the  aged),  part  A  of  title  IV 
(aid  and  services  to  needy  families  mth  children),  title  X  (aid  to  the 
blind),  title  XIV  (aid  to  permanently  and  totally  disabled),  and  the 
existing  title  XVI  had  they  continued  in  effect. 

Section  402(b)(1)  provides  that  the  non-Federal  (or  State's)  share 
of  expenditures  for  a  quarter  subsequent  to  June  1971  under  the 
revised  title  XVI  of  the  Act  means  the  difference  between  (1)  of 
the  total  payments  made  under  title  XVI  for  such  subsequent  quarter 
which  would  have  been  included  as  aid  to  the  aged,  blind,  or  dis- 
abled under  the  plan  in  effect  in  June  1971,  plus  the  additional  ex- 
penditures required  under  such  title  as  revised  by  the  bill,  and  (2) 
the  total  amounts  determined  under  section  1604  of  the  Act  for  such 
State  with  respect  to  the  State's  expenditures  for  such  subsequent 
quarter. 

Section  402(b)(2)  provides  that  the  non-Federal  share  of  expendi- 
tures for  a  quarter  subsequent  to  June  1971  which  would  have  been 
made  had  titles  I,  IV,  X,  and  XVI  of  the  Act  continued  in  effect  means 
the  difference  between  (1)  the  payments  which  would  have  been  made 
under  such  titles  as  in  effect  in  June  1971  if  the  plans  under  such  titles 
as  then  in  effect  had  continued  in  effect  during  such  subsequent 
quarter  and  had  included  payments  to  dependent  children  of  unem- 
ployed fathers,  and  (2)  the  amounts  which  would  have  been  deter- 
mined under  sections  3,  403,  1003,  1403,  and  1603,  or  under  section 
1118,  of  the  Act  with  respect  to  expenditures  for  such  quarter. 

SECTION  403.  SPECIAL  PROVISIONS  FOR  PUERTO  RICO, 
THE  VIRGIN  ISLANDS,  AND  GUAM 

Section  403  of  the  bill  adds  to  section  1108  of  the  Act  a  new  sub- 
section (e)  to  provide  that  in  Puerto  Rico,  Guam,  and  the  Virgin 
Islands — 
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(1)  the  eligibility  level  for  and  amount  of  family  assistance 
benefits, 

(2)  the  irregular  income  excluded, 

(3)  the  resources  limitations, 

(4)  the  first  cut-off  point  in  the  Federal  reimbursement  for- 
mula for  payments  to  the  aged,  blind,  and  disabled,  and 

(5)  the  income  floor  for  the  aged,  blind,  and  disabled 

will  be  reduced  in  proportion  to  the  extent  by  which  the  per  capita 
income  of  each  is  below  that  one  of  the  fifty  States  which  has  the 
j  lowest  per  capita  income. 

I  The  new  section  1108(e)  also  provides  that  the  Secretary  will  prom- 
i  ulgate  between  July  1  and  September  30  of  each  even-numbered  year 
I  the  amounts  to  be  used  for  these  purposes  during  the  following  2-fiscal- 
year  period  in  Puerto  Rico,  Guam,  and  the  Virgin  Islands,  and  that 
in  no  case  will  the  amounts  determined  for  one  period  be  lower  than 
j  the  amounts  for  the  preceding  period. 

I     SECTION  404.  MEANING  OF  SECRETARY  AND  FISCAL 
I  YEAR 

Section  404  defines  the  term  "Secretary'^  to  mean  the  Secretary  of 
Health,  Education,  and  Welfare  (unless  the  context  otherwise  re- 
quires), and  defines  the  term  ''fiscal  year"  to  mean  a  period  beginning 
any  July  1  and  ending  with  the  close  of  the  following  June  30. 

I 


i 

I 

I 
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VI.   ADDITIONAL  VIEWS  OF   CONGRESSMAN   SAM  M. 
GIBBONS  ON  H.R.  16311 


I  voted  for  the  family  assistance  program  in  the  Ways  and  Means 
Oommittee,  and  I  plan  to  vote  for  it  on  final  passage. 

But  unless  we  consider  the  existing  food  stamp  program  we  are 
going  to  create  a  scrambled  welfare  mess. 

Congress  created  the  food  stamp  program  in  1964  for  the  purpose 
of  providing  food  for  the  needy. 

It  has  failed  to  accomplish  this  basic  goal — and  at  a  great  admin- 
istrative expense.  Only  40  percent  of  those  who  are  eligible  have  ever 
been  able  to  participate  in  it  because  of  its  high  administrative 
expenses  and  because  it  has  not  been  made  available  on  a  nationwide 
basis.  The  Federal  administrative  expenses  of  this  program  for  fiscal 
1969  were  about  10  percent  of  the  food  stamp  benefit.  The  local  admin- 
istrative expenses  have  been  running  about  5  j)ercent  of  the  food 
stamp  benefit  and  the  poor  have  ended  up  with  something  that 
many  regard  as  '^funny"  money. 

This  indicates  to  me  that  there  are  serious  flaws  in  the  program, 
which  in  my  opinion  are  incurable  under  any  stamp  system. 

For  these  and  other  reasons,  I  have  concluded  that  we  should  con- 
vert from  food  stamps  to  cash  payments  of  the  same  bonus  amount 
above  and  beyond  the  benefit  paid  under  the  family  assistance  pro- 
gram. 

Under  present  law,  the  food  stamp  applicant  must  put  up  a  rela- 
tively small  sum  of  his  own  cash  (from  whatever  source)  and  receive 
in  return  a  larger  amount  in  food  stamps.  The  difference  between 
what  he  pays  in  cash  and  what  he  can  buy  with  the  stamps  is  the  free 
food  stamp  bonus. 

I  propose  that  the  bonus  now  given  in  extra  food  stamps  be  given 
an  equivalent  amount  of  cash.  Whether  the  recipient  receives  case  or 
food  stamps  his  purchasing  power  will  not  be  affected,  but  Federal  and 
local  governments  will  save  administrative  costs  if  the  benefits  are 
distributed  in  cash  rather  than  in  stamps. 

Why  have  I  come  to  the  conclusion  that  we  should  abandon  the 
food  stamp  program  for  cash  payments? 

There  are  several  reasons,  but  basically  two. 

The  first  is  that  under  the  present  food  stamp  bonus  plan,  there  is 
excessively  expensive  and  duplicative  administration.  These  costs 
could  be  reduced  to  a  minimum  under  a  cash  plan. 

The  second  reason  is  that  the  present  plan  imposes  such  degrading 
and  discouraging  experiences  that  less  than  half  of  those  who  need  and 
are  entitled  to  food  stamps  get  any  help  under  the  food  stamp  plan. 

A  third  reason  is  that  almost  all  the  knowledgeable  experts  on  this 
matter,  including  the  President  and  his  Secretaries  of  Health,  Educa- 
tion, and  Welfare,  and  Agriculture,  agree  that  a  cash  bonus  is  belter 
than  stamps.  Yet  they  have  failed  to  put  forward  a  solution.  My 
opinion  is  that  we  should  solve  this  problem  now.  Congress  should  not 
avoid  this  responsibility  because  others  fail  to  lead. 
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I  will  expand  on  my  reasons  for  proposing  a  change  later  in  these 
remarks,  but  first  I  want  to  explain  in  detail  how  the  cash  plan  I 
urge  would  work. 

There  are  20  million  individuals  eligible  under  the  family  assistance 
plan  and  about  3  million  adults  now  receiving  categorical  assistance 
(blind,  disabled,  etc.)-  They  would,  under  my  proposal,  be  entitled  to 
the  cash  equivalent  of  the  bonus  stamps  which  they  would  have 
received  according  to  the  food  stamps  issuing  schedule  now  in  effect. 

In  sum,  the  added  cash  payment  to  each  family  above  and  beyond 
thjB  FAP  payments  would  be  the  same  as  the  food  stamp  bonus  they 
would  have  received  if  enrolled  in  the  food  stamp  program. 

To  illustrate,  let  us  use  a  family  of  four,  with  no  income  except  the 
minimum  of  $1,600  under  the  family  assistance  plan.  Its  monthly 
net  income  would  be  $133.33.  For  a  payment  of  $34  in  cash,  this 
family  would  receive  $106  in  food  stamps.  The  $72  difference  between 
the  cash  paid  and  stamps  received  would  equal  its  monthly  food 
stamp  bonus. 

Under  my  proposal,  this  same  $72  would  be  paid  the  family  as  a 
cash  bonus,  on  top  of  its  $133.33  in  monthly  FAP  payment,  thus 
yielding  the  family  a  cash  total  of  $205.33  a  month. 

Under  existing  law,  the  family  in  the  food  stamp  program  would 
have  to  pay  $34  of  its  $133.33  FAP  cash  assistance  to  get  the  extra 
stamps,  leaving  it  $99.33  in  cash  and  $106  in  food  stamps.  However, 
monthly  purchasing  power  would  be  the  same,  $205.33  in  either  case. 

The  proposal  that  I  advocate  is  not  new.  In  the  President's  budget 
for  this  year  (1971)  on  page  176  the  following  illustration  is  made, 
and  the  only  difference  between  that  illustration  and  with  the  one  I 
have  just  given  you  is  that  it  is  given  in  annual  terms,  whereas,  I 
have  given  you  the  figures  on  a  monthly  basis.  The  President's  pro- 
posal on  page  176  is  stated  as  follows: 

Taken  together,  FAP  and  the  improved  food  stamp  pro- 
gram would  provide  significantly  improved  benefit  levels  for 
many  poor  families.  A  family  of  four  with  no  other  income 
would  receive  a  total  of  $2,464  annually — $1,600  in  cash 
from  FAP,  and  $864  in  the  form  of  the  food  stamp  bonus 
($1,272  in  stamps  less  a  purchase  price  of  $408). 

The  following  table  sets  this  out  schematically  for  a  family  of  four 
at  the  $1,600  level: 

BENEFITS 


Month 

Year 

(a)  Separate  programs: 

Cash  

Less  cash  spent  for  food  stamps   

 :   $133.33 

  34. 00 

$1,600 
408 

Totalcash    

Value  of  food  stamps    

   99.33 

   106.00 

1,192 
1. 272 

Total  purchasing  power   

  205. 33 

2,464 

(b)  Merged  programs: 

Cash     

Cash  value  of  food  stamps    

   133.33 

    72.00 

1,600 
864 

Total  purchasing  power       205.33  2,464 


Note:  There  is  no  change  in  family  purchasing  power  except  under  the  separate  program  the  family  ends  up  with  48 
percent  cash  and  52  percent  in  food  stamps;  whereas,  under  the  merged  programs  the  family  ends  up  with  the  entire  pur- 
chasing power  in  cash. 


For  a  family  of  four  at  the  $3,000  level  from  any  combination  of  | 
FAP  payments,  state  supplementation,  and  earnings,  the  following 
would  occur: 

BENEFITS 


Month 

Year 

(a)  Separate  programs: 

Cash  -  -  

Less  cash  spent  for  food  stamps   

  $250 

  72 

$3, 000 
864 

Total  cash..  

Value  of  food  stamps  

 -.-  178 

   106 

2,136 
1,272 

Total  purchasing  power  

   284 

3,408 

(b)  Merged  programs: 

Cash.-     

Cash  value  of  food  stamps      

  250 

  34 

3, 000 
408 

Total  purchasing  power  

284 

3,408 

Note:  There  is  no  change  in  family  purchasing  power  except  under  the  separate  program  the  family  ends  up  with  63  I 
percent  cash  and  37  percent  in  food  stamps;  whereas,  under  the  merged  programs  the  family  ends  up  with  the  entire 
purchasing  power  in  cash. 

For  an  aged  adult  receiving  $110  a  month  and  nothing  more,  the 
following  would  obtain: 

BENEFITS 


Month  Year 

(a)  Separate  programs: 

Cash.  .-    -                                            $110  $1,320 

Less  cash  spent  for  food  stanps.                                                                —18  —216 

Total  cash                                                                                       92  1,104 

Value  of  food  stamps....                                                                          +28  336 


Total  purchasing  power    120  1,440 


(b)  Merged  programs: 

Cash    -   110  1,320 

Cash  value  of  food  stamps     +10  +120 

Total  purchasing  power       120  1,440 

Note:  There  is  no  change  in  the  adult  purchasing  power  except  under  the  separate  program  he  ends  up  with  77  percent 
cash  and  23  percent  in  food  stamps;  whereas,  under  the  merged  programs  the  adult  ends  up  with  the  entire  purchasing 
power  in  cash. 

The  above  arithmetic,  particularly  for  the  $1,600  family,  dra- 
matically demonstrates  part  of  my  case  for  changing  from  bonus 
food  stamps  to  bonus  cash  benefits. 

What  family  in  America,  poor  or  otherwise,  wants  to  be  compelled 
to  receive  over  half  its  total  purchasing  power  in  the  form  of  script 
which  can  only  be  used  for  one  of  its  needs — food — and  this  on  penalty 
of  receiving  no  family  food  assistance  at  all  unless  it  submits  to  this 
cumpulsory  budgeting? 

What  family  wants  even  more  than  one- third  of  its  purchasing 
power  tied  up  in  food,  untouchable  in  emergency?  The  average 
American  family  spends  only  16.5  percent  of  its  disposable  income  on 
food.  Granted  the  average  family's  income  is  higher  than  that  of  a 
typical  poor  family,  but  must  the  poor  be  locked  into  a  forcible 
formula  which  makes  them  spend  three  times  the  average  for  food 
alone?  I  think  not,  and  I  want  to  detail  some  of  my  reasons  as  to 
why  not. 
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As  I  have  already  noted,  most  of  the  experts,  including  the  President, 
think  cash  payments  are  superior  to  stamp  bonuses. 
Let  me  quote  administration  sources  first: 

In  his  Welfare  message  to  Congress  on  August  11,  1969,  President 
Nixon  himself  said,  in  part: 

'Tor  dependent  families  there  will  be  an  orderly  substitution  of 
food  stamps  by  the  new  direct  monetary  payments"  (p.  106  of  hearings 
before  the  Committee  on  Ways  and  Means,  House  of  Representatives, 
pt.  lof  7). 

In  this  same  speech,  the  President  said: 

This  Administration,  after  a  careful  analysis  of  all  the 
alternatives  is  committed  to  a  new  departure  that  will  find  a 
solution  for  the  welfare  problem.  The  time  for  denouncing 
the  old  is  over;  the  time  for  devising  the  new  is  now  (p.  104). 

But  apparently  not  right  now! 

The  President  went  on  to  say  that  the  ''new  system  will  lessen 
welfare  red  tape  and  provide  administrative  cost  savings  *  *  *" 
(p.  108).  But  this  will  not  be  true  if  the  present  food  stamp  program, 
which  entails  huge  and  disproportionate  administrative  costs  is 
retained.  (I  detail  these  costs  later  in  this  statement.) 

Again,  earlier  on  May  6,  1969,  the  President  gave  it  as  his  view  that 
''the  food  stamp  and  direct  (commodity)  distribution  programs  *  *  * 
both  programs  are  clearly  in  need  of  revision.'' 

He  then  went  on  to  urge  a  $1  billion  increase  in  spending  for  the 
food  stamp  and  other  food  programs. 

On  September  15,  1969,  before  the  Senate  Select  Committee  on 
Nutrition  and  Human  Needs,  Secretary  of  Agriculture  Hardin  spoke 
in  a  similar  vein. 

He  said,  in  part  "*  *  *  When  the  President  delivered  his  message 
of  May  6  (1969),  he  made  it  clear  that  it  was  time  to  go  ahead  and 
reshape  the  food  stamp  program  and  make  it  workable,  available 
and  attractive  *  *  *" 

My  only  difference  with  the  President  and  Secretary  Hardin  is 
how  and  when  we  should  start  making  the  food  stamp  program 
all  of  those  things. 

My  view  is  that  the  food  can  only  be  made  fully  available  and  the 
dispensing  of  it  workable  by  substituting  a  cash  bonus  plan  for 
stamps  now. 

Why  wait?  Why  not  realize  these  savings,  administrative  and 
otherwise,  by  converting  food  stamps  into  cash,  with  the  payments 
administered  by  the  same  agency  which  will  administer  family 
assistance? 

HEW  Secretary  Finch  told  this  same  Senate  Committee  on  the 
same  day  that — "For  several  reasons,  oiu-  ultimate  goal  over  the 
years  should  be  to  move  toward  a  wholly  cash  income  support  system 
and  away  from  in-kind  multiple  programs  *  *  *.  This  Administration 
believes  that  over  the  years  cash  assistance  would  eventually  be 
substituted  for  food  stamp  programs  in  a  way  which  leaves  the 
individual  at  least  as  well  off  in  total  benefits  *  *       Why  not  now? 

Secretary  Finch  further  said  that  the  "welfare  and  food  stamp 
systems  need  to  be  viewed  together  as  part  of  a  single  package  and  the 
Congress  should  consider  reforms  of  those  systems  at  the  same  time 
with  an  eye  to  their  relationship  to  each  other."  Why  not  now? 
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Secretary  Finch  is  also  on  the  record  as  saying  that  "cash  assistance 
provides  the  maximum  flexibility  and  personal  responsibility  for  the 
individual.  Cash  enables  the  recipient  to  substitute  his  own  judgment  | 
of  how  best  to  meet  his  needs  for  the  determination  of  a  faraway 
government.  The  individual  determines  how  he  allocates  his  income  j 
and  how  much  to  spend  on  food."  ! 

Other  knowledgeable  experts,  not  so  intimately  associated  with  | 
the  Nixon  administration,  have  endorsed  a  cash  plan  such  as  I  pro- 
posed, and  suggested  it  be  immediately. 

Dr.  Harold  Watts  of  the  University  of  Wisconsin,  who  testified  j 
before  the  Ways  and  Means  Committee,  says  that  ''food  stamps  are 
a  bad  bargain  in  comparison  to  general  cash  benefits." 

The  President's  Commission  on  Income  Maintenance  Programs 
made  a  similar  recommendation. 

The  latter  group  also  notes  the  difficulty  of  policing  an  augmented 
food  stamp  program.  Since  many  families  will  have  more  stamps  than  i 
cash  in  hand,  there  will  be  a  strong  inducement  to  either  buy  ineligible 
items  with  stamps  or  else  sell  the  stamps  or  food  obtained  with  them 
for  cash.  Either  way,  there  will  be  strong  pressure  to  violate  the  law.  \ 

I  have  not  dwelt  on  the  personally  degrading  and  harassing  ex-  , 
periences  which  food  stamp  recipients  must  undergo  to  get  their 
stamps  such  as  waiting  hours  in  long  lines,  going  to  outdoor  windows 
of  banks  which  issue  the  stamps,  even  in  snow  or  rain,  and  how  they 
become  conspicuous  at  grocery  counters  where  they  must  separate 
stamp  eligible  items  in  one  stack  and  other  purchases  in  another 
stack.  I  might  add  that  such  embarrassments  and  harassments,  which 
this  program  inflicts  on  those  who  must  use  it  or  go  hungry,  is  doing 
nothing  to  solve  the  already  acute  and  explosive  problems  in  our 
slum  ghettoes  where  muny  of  the  food  recipients  live.  It  aggravates 
such  problems. 

But  leaving  aside  the  indignity  and  inconvenience  of  the  stamp 
program,  there  is  an  overwhelmingly  strong  argument  against  it: 

This  is  the  expensive  and  duplicative  administrative  cost  and 
procedures  which  could  be  reduced  to  a  minimum  under  a  combined  j 
food  and  FAP  cash  program.  I 

Administrative  costs  of  the  present  food  stamp  program  are  con-  i 
siderable.  To  disperse  $228.8  million  in  stamp  bonuses  in  fiscal  1969,  ' 
the  Government  had  to  spend  $22.2  milHon  or  10  percent  of  the  added 
bonuses  in  administrative  costs.  In  fiscal  1971,  with  a  projected  $1.2 
billion  food  stamp  program,  projected  administrative  costs  are  esti-  , 
mated  at  $50  million.  That  estimate  is  probably  low.  But  even  if  | 
correct,  when  the  planned  $2.5  billion  food  stamp  program  takes 
effect  early  in  fiscal  1972,  Federal  administrative  costs  will  run  to  a 
minimum  of  $100  million  and  perhaps  as  high  as  $250  miUion,  given 
last  year's  operating  experience.  | 

There  will  be  other  administrative  expenses  as  well.  The  Federal 
Government  pays  62.5  percent  of  State  costs  for  certifying  nonpublic 
assistance  households  as  eligible  for  food  stamps.  This  will  soar  further 
when  all  individuals  eligible  for  the  existing  program  take  advantage 
of  it.  With  a  cash  plan  in  operation,  there  would  be  no  necessity  for 
this  second  certification. 

Local  costs  of  this  program,  which  are  not  reimbursed  by  the  Fed- 
eral Government  are  also  substantial.  Some  banks,  for  example,  charge 
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as  much  as  90  cents  every  time  they  sell  a  book  of  stamps  to  an  eligible 
recipient.  Should  stamps  be  issued  more  than  once  a  month  in  the 
future,  this  cost  would  go  up  still  more.  State  and  local  government 
costs  for  issuance  could  run  to  $125  million,  not  counting  the  certifica- 
tion costs. 

Under  a  cash  plan,  double  certification,  double  staffs,  double  inves- 
tigations and  all  the  other  duplicative  administrative  procedures 
could  be  eliminated. 

With  food  stamps  and  family  assistance  programs  merged  into  a 
single  cash  payment,  there  would  be  no  added  administrative  cost  for 
calculating  the  food  stamp  bonus  and  adding  the  cash  equivalent  to 
the  FAP  cash  payment. 

Indeed,  overall,  there  would  be  less  administrative  cost.  We  could 
save  most  of  the  $150  million  it  will  cost  the  Federal  Government  to 
administer  the  food  stamp  program  by  fiscal  1972,  and  the  possible 
$175  million  it  will  cost  local  and  State  governments  for  the  same 
program. 

To  sum  up,  there  is  a  simple  and  rational  substitute  for  the  * 'funny 
money,"  which  we  call  food  stamps  and  which  now  cost  $2.20  for 
every  $2  in  stamps  issued.  It  is  to  convert  to  cash  payments  and  to 
abolish  food  stamps  and  to  do  it  now.  By  so  doing,  we  will  simplify 
administration  and  liquidate  excessive  expenses  which  are  inherent  in 
any  stamp  plan. 
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VII.  DISSENTING  VIEWS  OF  HON.  AL  ULLMAN,  HON.  PHIL  -  | 
LANDRUM,  AND  HON.  OMAR  BURLESON  ON  H.R.  16311 

I 

We  concur  that  the  Federal  welfare  system  should  be  renovated,  ' 
and  agree  with  portions  of  the  bill  that  help  attain  that  objective.  | 

We  do  not  concur,  however,  with  provisions  of  the  bill  under  which  ^ 
another  15  million  Americans,  the  working  poor,  would  be  added  to  j 
the  welfare  rolls.  The  aim  of  assisting  low-income  wage  earners  is  \ 
frustrated  by  the  very  provisions  of  the  bill.  •  i 

The  argument  that  the  bill  requires  welfare  recipients  for  the  first  j 
time  to  register  with  public  employment  service  agencies  begs  the  j 
issue.  Neither  the  funding  nor  the  administrative  provisions  of  the  j 
bill  are  sujQBcient  to  cope  with  the  massive  increase  in  paperwork  and  , 
job  placement  problems  that  would  follow  the  addition  of  nearly  3  | 
million  new  names  to  the  work  registration  rolls.  The  increase  in  | 
job-training  slots  and  funding  planned  under  the  bill  would,  in  our  ; 
judgment,  fall  far  short  of  meeting  the  needs  of  the  present  number  j 
of  welfare  recipients,  much  less  those  of  millions  more.  : 

Virtually  no  improvement  is  offered  for  the  administrative  tangle 
that  makes  the  existing  welfare  program  so  ineffective.  The  bill  merely  i 
places  a  new  Federal  layer  on  top  of  a  system  that  is  already  a  bureau- 
cratic quagmire.  i 

For  all  the  rhetoric  about  work  incentives,  the  bill  clearly  puts  cash  i 
payments  first.  It  ultimately  establishes  the  basis  for  a  guaranteed  |! 
annual  income  through  a  negative  tax  formula.  We  do  not  concur  that  j 
the  cash  incentive  approach  to  welfare  is  either  proven  or  sound,  or  | 
that  it  would  ever  attain  its  purported  objective  of  reducing  the  wel-  | 
fare  rolls.  Research  in  this  whole  area  is  fragmentary  and  entirely  | 
inconclusive.  i 

We  fully  concur  that  the  Federal  payments  in  the  adult  category —  i 
to  the  aged,  the  blind,  and  the  disabled — be  significantly  increased  j 
as  provided  by  the  bill.  We  believe  that  the  inflationary  pressures  of  j 
the  economy  today  make  it  impossible  for  individuals  in  these  welfare  ' 
categories  to  exist  on  their  present  fixed  incomes.  j 

But  we  do  not  concur  with  the  thrust  of  the  bill  in  its  family  : 
assistance  provisions.  It  would  permanently  consign  more  than  10  i 
percent  of  our  population  to  welfare  handouts.  The  bill  would  insti- 
tutionalize proverty,  not  eliminate  it.  , 

We  believe  the  need  is  for  tigheter  Federal  standards  applied  to  the  | 
present  system  and  aimed  at  more  efiicient  and  effective  administra- 
tion.  Above  all,  the  need  is  for  greatly  expanded  funding  of  existing 
programs — the  work  incentive  (WIN)  program,  special  projects, 
JOBS  and  child  care.  We  believe  that  these  programs,  properly  funded  i 
well  beyond  the  bill's  limited  provisions,  can  produce  positive  results. 

In  our  judgement,  the  first  step  in  welfare  reform  should  be  to 
make  our  present  system  effective  for  the  10  million  Americans  al- 
ready on  the  welfare  rolls,  and  offer  them  a  real  opportunity  to  lift 
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themselves  out  of  poverty.  Only  after  we  have  successfully  achieved 
a  sound  structure  should  we  consider  bringing  millions  more  into  the 
system. 

Al  Ullman. 

Phil  M.  Landrum. 

Omar  Burleson. 
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SOCIAL  SECURITY  AMENDMENTS  OF  1970 


May  14,  1970. — Committed  to  the  Committee  of  the  Whole  House  on  the  State 
of  the  Union  and  ordered  to  be  printed 


Mr.  Mills,  from  the  Committee  on  Ways  and  Means, 
submitted  the  following 

REPORT 

[To  accompany  H.R.  17550] 

The  Committee  on  Ways  and  Means,  to  whom  was  referred  the 
bill  (H.R.  17550)  to  amend  the  Social  Security  Act  to  provide  increases 
in  benefits,  to  improve  computation  methods,  and  to  raise  the  earnings 
base  under  the  old-age,  survivors,  and  disability  insurance  system,  to 
make  improvements  in  the  medicare,  medicaid,  and  maternal  and 
child  health  programs  with  emphasis  upon  improvements  in  the 
operating  effectiveness  of  such  programs,  and  for  other  purposes, 
having  considered  the  same,  report  favorably  thereon  without  amend- 
ment and  recommend  that  the  bill  do  pass. 

I.  PRINCIPAL  PURPOSES  OF  THE  BILL 

The  general  subject  of  social  security  has  been  the  principal  order 
of  business  before  the  Committee  on  Ways  and  Means  for  the  past 
several  months.  On  October  15,  1969,  your  committee  commenced 
holding  extensive  public  hearings  on  all  aspects  of  the  Social  Security 
Act,  including  the  old-age,  survivors,  and  disability  insurance  pro- 
gram, the  public  assistance  programs,  and  the  medicare  and  medicaid 
programs. 

The  bill  now  being  reported  is  the  third  separate  bill  relating  to 
these  programs  recommended  for  action  by  your  committee  as  a 
part  of  its  recent  deliberations.  Last  December,  your  committee 
recommended,  and  Congress  enacted,  an  urgently  needed  15-percent 
general  increase  in  social  security  benefits,  effective  beginning  Jan- 
uary 1,  1970.  In  March  of  this  year,  your  committee  reported  H.R. 
16311,  the  proposed  Family  Assistance  Act  of  1970,  which  passed 
the  House  on  April  16,  and  which  related  to  the  public  assistance 
programs  established  under  the  Social  Security  Act. 
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The  bill  now  being  recommended  by  your  committee  contains 
amendments  to  the  old-age,  sur^'ivors,  and  disability  insurance 
(OASDI)  program,  including  a  5-percent  benefit  increase  first  ap- 
plicable to  benefits  for  the  month  of  January  1971,  and  amendments  to 
the  medicare  and  medicaid  and  child  health  programs. 

The  pro^-isions  of  the  bill  relating  to  the  OASDI  program  are 
those  which  your  committee  believes  are  most  urgenth'  needed  at  the 
present  time  and  which  can  be  financed  from  the  funds  available  under 
the  financing  provisions  of  the  law  as  modified  by  the  bill.  In  addition 
to  an  increase  in  social  security"  benefits,  the  bill  includes  improvements 
in  the  provisions  of  the  law  relating  to  the  social  security  retirement 
test;  benefits  for  ^\ddows,  ^ndowers,  and  other  dependents;  the  method 
of  computing  benefits;  benefits  for  certain  persons  based  on  disabihty; 
and  minor  extensions  of  coverage. 

The  provisions  of  the  bill  relating  to  medicare,  medicaid,  and 
maternal  and  child  health  are  designed  primarily  to  improve  the 
effectiveness  of  these  programs. 

Yoiu"  committee  conducted  a  thorough  review  of  the  operations  of 
the  two  major  health  programs  in  the  Social  Security  Act — medicare 
and  medicaid.  These  programs  taken  together  accounted  for  $9  billion 
of  the  total  of  S60  billion  which  was  expended  for  health  care  in  the 
United  States  in  fiscal  year  1969.  Clearly,  the  impact  which  these 
programs  have  on  the  health  industry  is  quite  substantial.  Clearly,  too, 
developments  in  the  health  care  field  have  a  substantial  impact  on 
these  programs. 

Your  committee  became  convinced,  after  hearing  from  many 
witnesses  in  both  public  and  executive  sessions,  that  there  are  many 
serious  deficiencies  in  the  operation  and  administration  of  the  present 
programs  which  need  correction.  Some  of  these  deficiencies  can  be 
attributed  to  inadequate  planning  and  uneven  performance  hj  the 
Federal  Government  and  its  agents,  and  the  States,  particularly  in  the 
early  stages  of  these  programs.  Your  committee  has  received  assur- 
ances from  the  Department  of  Health,  Education,  and  Welfare  that 
the  strong  efforts  now  being  carried  on  to  improve  the  operating 
effectiveness  of  these  programs  will  continue. 

Your  committee  also  concluded  that  there  is  no  simple  or  single 
solution  to  the  problems  now  existing  in  the  health  care  field  which 
adversety  affect  these  programs.  But  your  committee  does  believe 
that  there  are  many  relatively-  small  modifications  which  can  and 
should  be  made  in  these  programs — changes  which,  while  perhaps 
not  very-  significant  taken  singly,  as  a  whole  show  great  promise  for 
making  significant  advances  in  accomplishing  the  goal  of  making  these 
programs  more  economical  and  more  capable  of  carrying  out  their 
original  purposes. 

The  proA-isions  in  the  bill  dealing  with  the  operating  effectiveness 
of  the  programs  should  be  ^dewed  as  a  related  set  of  pro\dsions  designed 
to  accomplish  that  objective. 

The  cost  of  the  changes  relating  to  the  OASDI  program  and  of 
meeting  the  existing  actuarial  deficit  in  the  hospital  insurance  program 
would  be  met  by  increasing  the  earnings  base  from  $7,800  to  $9,000 
and  by  revising  the  contribution  rate  schedules. 
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11.  SUMMARY  OF  PRINCIPAL  PROVISIONS  OF  THE  BILL 

A.   AMENDMENTS   RELATED   TO   THE   SOCIAL   SECURITY   CASH  BENEFITS 

PROGRAM 

Cash  benefit  increase 

Social  security  payments  to  the  26.2  million  beneficiaries  on  the 
rolls  at  the  end  of  January,  1971,  and  to  those  who  come  on  the  rolls  after 
that  date  would  be  increased  by  5  percent.  The  benefit  increase  would 
be  effective  for  the  month  of  January  1971  (payable  in  February) 
and  would  mean  additional  benefit  payments  of  $1.7  billion  in  the 
first  12  months. 

Effective  date — January  1,  1971. 

Liberalization  of  the  retirement  test 

The  amount  a  beneficiary  under  age  72  may  earn  in  a  year  and  still 
be  paid  full  social  security  benefits  for  the  year  would  be  increased 
from  the  present  level  of  $1,680  to  $2,000.  Then,  similar  to  present 
law,  for  the  next  $1,200  of  earnings  (from  $2,000  to  $3,200  a  year 
under  the  new  provision)  there  would  be  a  reduction  of  $1  in  a  re- 
cipient's social  security  benefits  for  each  $2  of  earnings.  A  reduction 
of  $1  would  be  made  for  each  $1  of  annual  earnings  above  $3,200. 
In  the  year  in  which  a  person  attains  age  72  his  earnings  in  and  after 
the  month  in  which  he  attains  age  72  would  not  be  included  in  de- 
termining if  his  earnings  in  that  year  exceed  $2,000.  In  1971  about 
900,000  beneficiaries  would  receive  additional  benefits  and  about 
100,000  persons  who  would  receive  no  benefits  under  present  law 
would  receive  some  benefits.  Additional  benefit  payments  for  the  first 
year  would  be  about  $475  million. 

Effective  date — Taxable  years  ending  after  1970. 

100  percent  widow's  and  widower's  benefit  at  age  65  and  reduced  benefits 
jor  widowers  at  age  60 

Under  present  law,  a  widow's  (or  dependent  widower's)  benefit 
applied  for  at  age  62  or  later  is  equal  to  82)^  percent  of  the  primary 
insurance  amount  of  the  wage  earner.  An  actuarially  reduced  benefit 
may  be  received  by  a  widow  at  age  60.  Under  the  bill  a  widow  or 
widower  would  be  entitled  to  a  benefit  equal  to  100  percent  of  the 
primary  insurance  amount,  if  first  applied  for  at  age  65  or  later.  Benefits 
applied  for  between  age  62  and  65  would  be  proportionately  increased 
over  the  present  82}^  percent  rate  according  to  the  age  of  the  applicant 
at  the  time  of  application.  In  addition,  widowers  under  age  62  would 
be  granted  the  same  privilege  of  applying  for  benefits  on  an  actuarially 
reduced  basis  as  now  applies  to  widows. 

About  3.3  million  widows  and  widowers  on  the  rolls  at  the  end  of 
January  1971  would  receive  additional  benefits,  and  $700  million  in 
additional  benefit  payments  would  be  made  in  the  first  12  months. 

Effective  date — January  1,  1971. 

Age-62  computation  point  for  men 

Under  present  law,  the  method  of  computing  benefits  for  men  and 
women  differs  in  that  years  up  to  age  65  must  be  taken  into  account  in 
determining  average  earnings  for  men,  while  for  women,  only  years 
up  to  age  62  must  be  taken  into  account.  Also,  benefit  eligibility  is 
figured  up  to  age  65  for  men  and  up  to  age  62  for  women.  These 
differences  which  favor  women  over  men,  would  be  eliminated  by 
applying  the  same  rules  to  men  as  now  apply  to  women. 
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In  the  first  12  months,  an  additional  $925  million  in  benefits  would 
be  paid  out;  an  estimated  10.2  million  people  on  the  rolls  on  the 
effective  date  would  receive  larger  benefits  under  this  provision;  in 
addition  60,000  persons — workers  and  their  dependents  not  eligible 
under  present  law — would  be  added  to  the  rolls  under  the  change  in 
benefit  eligibility  requirements  for  men. 

Effective  date — January  1,  1971. 

Eliminate  reduction  in  benefits  in  certain  cases 

Under  present  law,  when  a  person  receives  a  benefit  in  one  benefit 
category  that  is  reduced  because  it  is  taken  before  age  65,  and  also 
receives  another  benefit  in  a  different  benefit  category  beginning  with 
the  same  month  or  a  later  month,  the  second  benefit  is  generally 
reduced  to  reflect  the  reduction  in  the  first  benefit.  For  example,  when 
a  woman  applies  for  a  retirement  benefit  prior  to  age  65,  it  is  computed 
under  the  actuarial  reduction  formula;  if  she  applies  for  a  spouse's 
benefit  at  age  65  or  later,  it  is  reduced  to  take  account  of  the  fact  that 
she  took  her  retirement  benefit  early.  The  bill  would  eliminate  the 
actuarial  reduction  of  the  spouse's  benefit  in  such  cases.  The  same  rule 
would  apply  to  dependent  husbands  entitled  to  spouses'  benefits. 

Approximately  100,000  beneficiaries  would  be  immediately  affected 
by  this  provision,  which  would  result  in  additional  benefit  payments 
estimated  at  $10  million  during  the  first  12  months. 

Effective  date. — Six  months  after  the  month  of  enactment. 

Elimination  oj  the  support  requirements  for  divorced  women 

Under  present  law,  benefits  are  payable  to  a  divorced  wife  age  62 
or  older  and  a  divorced  widow  age  60  or  older  if  her  marriage  lasted  20 
years  before  the  divorce,  and  to  a  surviving  divorced  mother.  In  order 
to  qualify  for  any  of  these  benefits  a  divorced  woman  is  required  to 
show  that:  (1)  she  was  receiving  at  least  one-half  of  her  support  from 
her  former  husband,  (2)  she  was  receiving  substantial  contributions 
from  her  former  husband  pursuant  to  a  written  agreement,  or  (3) 
there  was  a  court  order  in  effect  providing  for  substantial  contribu- 
tions to  her  support  by  her  former  husband.  Your  committee's  bill 
would  eliminate  these  support  requirements  for  divorced  wives,  di- 
vorced widows,  and  surviving  divorced  mothers. 
Effective  date. — January  1,  1971. 

Disability  insured  status  jor  individuals  who  are  blind 

Under  present  law,  to  be  insured  for  disability  insurance  benefits 
a  worker  must  be  fully  insured  and  meet  a  test  of  substantial  recent 
covered  work  (generally  20  quarters  of  coverage  in  the  period  of  40 
calendar  quarters  preceding  disablement).  The  bill  would  eliminate 
the  test  of  recent  attachment  to  covered  work  for  blind  people;  thus  a 
blind  person  would  be  insured  for  disability  benefits  if  he  is  fully 
insured — that  is,  he  has  as  many  quarters  of  coverage  as  the  number  of 
calendar  years  that  elapsed  after  1950  (or  the  year  he  reached  age  21, 
if  later)  and  up  to  the  year  in  which  he  became  disabled. 
Effective  date. — January  1,  1971. 

Disability  benefits  afiected  by  the  receipt  of  workmen's  compensation 

Under  present  law,  social  security  disability  benefits  must  be  reduced 
when  workmen's  compensation  is  also  payable  and  the  conibincd 
payments  exceed  80  percent  of  average  current  earnings  before  disable- 
ment. Under  the  bill,  social  security  disability  benefits  would  be 
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reduced  by  the  amount  by  which  the  combined  payments  under  both 
programs  exceed  100  percent  of  average  current  earnings  before 
disability. 

Effective  date. — January  1,  1971. 

Wage  credits  for  members  of  the  uniformed  services 

Present  law  provides  for  a  social  security  wage  credit  of  up  to  $100 
a  month,  in  addition  to  credit  for  basic  pay,  for  miUtary  service 
performed  after  1967.  Under  the  bill,  the  additional  wage  credits 
would  also  be  provided  for  service  during  the  period  from  1957 
(when  military  service  was  covered  under  social  security)  through 
1967.  Approximately  130,000  beneficiaries  would  be  affected  imme- 
diately; $35  million  in  additional  benefits  would  be  paid  out  in  the 
first  12  months. 

Effective  date. — January  1,  1971. 

Childhood  disability  benefits  for  those  disabled  before  age  22 

Under  present  law,  a  person  who  becomes  disabled  before  age  18 
may  qualify  for  childhood  disability  benefits  which  are  payable  to  a 
qualified  disabled  adult  son  or  daughter  of  an  insured  retired,  deceased, 
or  disabled  worker.  The  bill  would  provide  such  childhood  disability 
benefits  when  disability  begins  before  age  22. 
Effective  date. — January  1,  1971. 

Other  OASDI  amendments 

Your  committee  also  adopted  other  amendments  relating  to  social 
security  coverage  of  policemen  and  firemen  in  Idaho,  the  coverage  of 
Federal  Home  Loan  Bank  employees,  the  coverage  of  certain  public 
hospital  employees  in  New  Mexico,  the  payment  of  disability  insurance 
benefits  on  the  basis  of  applications  filed  after  the  death  of  the  disabled 
person,  the  treatment  of  earnings  of  self-employed  persons  paying 
taxes  on  a  fiscal  year  basis,  a  penalty  for  furnishing  false  information 
to  obtain  a  social  security  account  number,  and  the  amount  of  a 
family's  benefits  when  the  worker's  benefit  is  increased. 

IST-YEAR  BENEFIT  COSTS  AND  NUMBER  OF  PERSONS  AFFECTED  BY  OLD-AGE,  SURVIVORS,  AND  DISABILITY 
INSURANCE  PROVISIONS  OF  H.R.  17550 


Provision 


Additional  Present-law 

benefit  beneficiaries 

payments  in  immediately 

Ist  12  months  affected  i 

(in  millions)  (in  thousands) 


Newly 
eligible 
persons  2 
(in  thousands) 


5-percent  benefit  increase  

Modified  retirement  test^  

Age  62  computation  point  

100  percent  of  PIA  for  widows  and  widowers  

Noncontributory  credits  for  military  service  after  1956  

Election  to  receive  larger  future  benefits  by  certain  beneficiaries 

eligible  for  more  than  1  actuarially  reduced  benefit  

Children  disabled  at  ages  18  to  21  

Liberalized  disability  insured  status  requirement  for  the  blind  

Liberalized  workmen's  compensation  offset  

Eliminate  support  requirement  for  divorced  wives  and  surviving 

divorced  wives    

Actuarially  reduced  benefits  to  widowers  at  age  60  


$1, 700  26, 200  3  6 

475  900  100 

925  10, 200  60 

700  3,300   

35  130   

10  100   

10    13 

25   30 

7  55  5 

15   10 

0)   0) 


1  Present-law  beneficiaries  whose  benefit  for  the  effective  month  would  be  increased  under  the  provision. 

2  Persons  who  cannot  receive  a  benefit  under  present  law  for  the  effective  month,  but  who  would  receive  a  benefit  for 
such  month  under  the  provision. 

3  Noninsured  persons  aged  72  and  over. 

4  Additional  benefit  payments  represent  benefits  for  months  in  calendar  year  1971.  Some  900,000  persons  who  will 
receive  some  benefits  for  months  in  1971  under  present  law  would  receive  additional  benefits  under  the  provision;  about 
100,000  persons  who  will  receive  no  benefits  for  mohths  in  1971  under  present  law  would  receive  some  benefits  under 
the  provision. 

«  Less  than  $500,000  in  additional  payments;  less  than  500  newly  eligible  widowers. 

Note:  The  above  figures  are  not  additive  because  the  time  periods  are  not  uniform  and  because  a  person  may  be  affected 
by  more  than  1  provision. 
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B.  AMENDMENTS  RELATED  TO  THE  MEDICARE,  MEDICAID,  AND  MATERNAL 
AND  CHILD  HEALTH  PROGRAMS 

Coverage  and  benefit  changes  under  medicare 

Relationship  between  medicare  and  Federal  employees  benefits. — Your 
committee  bill  would  require  that  effective  with  January  1,  1972,  no 
payment  would  be  made  under  medicare  for  the  same  services  covered 
under  a  Federal  employees  health  benefits  plan,  unless  in  the  meantime 
the  Secretary  of  Health,  Education,  and  Welfare  certifies  that  the 
Federal  employees  health  benefits  program  has  been  modified  to  make 
available  coverage  supplementary  to  medicare  benefits  and  that 
Federal  employees  and  retirees  age  65  and  over  will  continue  to  have 
the  benefit  of  a  Government  contribution  toward  their  health  in- 
surance premiums. 

Effective  date. — January  1,  1972. 

Hospital  insurance  for  the  uninsured. — People  reaching  age  65  who 
are  ineligible  for  hospital  insurance  benefits  under  medicare  would  be 
able  to  enroll,  on  a  voluntary  basis,  for  hospital  insurance  coverage 
under  the  same  conditions  under  Avhich  people  can  enroll  under  the 
supplementary  medical  insurance  part  of  medicare.  Enrollment  for 
supplementary  medical  insurance  is  also  required.  Those  who  enroll 
would  pay  the  full  cost  of  the  protection — $27  a  month  at  the  begin- 
ning of  the  program,  rising  as  hospital  costs  rise.  States  and  other 
organizations,  through  agreements  with  the  Secretary  would  be 
permitted  to  purchase  such  protection  on  a  group  basis  for  their 
retired  (or  active)  employees  age  65  or  over. 

Effective  date. — January  1,  1971. 

Health  maintenance  organization  option. — Individuals  eligible  for 
both  part  A  and  part  B  medicare  coverage  would  be  able  to  choose  to 
have  their  care  provided  by  a  health  maintenance  organization  (a  pre- 
paid group  health  or  other  capitation  plan).  The  Government  would 
pay  for  such  coverage  on  a  capitation  basis  not  to  exceed  95  percent 
of  the  cost  of  medicare  benefits  had  the  beneficiaries  not  been  enrolled 
Avith  the  health  maintenance  organization. 

Effective  date. — January  1,  1971. 

Improvements  in  the  operating  efectiveness  oj  the  medicare^  medicaid, 
and  maternal  and  child  health  programs 
Limitation  on  Federal  payment  for  disapproved  expenditures. — Reim- 
bursement amounts  to  providers  of  health  services  under  the  medicaid, 
medicare,  and  maternal  and  child  health  programs  for  capital  costs, 
such  as  depreciation  and  interest,  w^ould  not  be  made  with  respect  to 
capital  expenditures  which  are  inconsistent  with  State  or  local  health 
facility  plans. 

Effective  date. — July  1,  1971  (or  earlier  if  requested  by  a  State). 

Experiments  and  projects  in  prospective  reimbursement  and  incentives 
for  economy. — The  Secretary  of  Health,  Education,  and  Welfare  would 
be  required  to  develop  experiments  and  demonstration  projects  de- 
signed to  test  various  methods  of  making  payment  to  providers  of 
services  on  a  prospective  basis  under  the  medicare,  medicaid  and 
maternal  and  child  health  i)rograms.  In  addition,  the  Secretary  would 
be  authorized  to  conduct  experiments  with  methods  of  payment  or 
reimbursement  designed  to  increase  efficiency  and  economy,  and  with 
community-wide  utilization  review  mechanisms. 

Effective  date. — Enactment  date. 
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Limits  on  costs  recognized  as  reasonable. — The  Secretary  of  Health, 
Education,  and  Welfare  would  be  given  authority  to  establish  and 
promulgate  limits  on  provider  costs  to  be  recognized  as  reasonable 
under  medicare  based  on  comparisons  of  the  cost  of  covered  services 
by  various  classes  of  providers  in  the  same  geographical  area.  Hos- 
pitals and  extended  care  facilities  could  charge  beneficiaries  for  the 
costs  of  services  in  excess  of  those  that  are  necessary  to  the  efficient 
delivery  of  needed  health  services  (except  in  the  case  of  an  admission 
by  a  physician  who  has  a  financial  interest  in  the  facility). 

Effective  date. — Enactment  date. 

Limitation  on  recognition  of  physicians  jee  increases. — Charges 
determined  to  be  reasonable  under  the  present  criteria  in  the  medicare, 
medicaid,  and  maternal  and  child  health  law  would  be  limited  by 
providing:  (a)  that  for  fiscal  year  1971  and  thereafter  medical  charge 
levels  recognized  as  prevailing  may  not  be  increased  beyond  the  75th 
percentile  of  actual  charges  in  a  locality  during  the  previous  elapsed 
calendar  year;  (6)  that  for  fiscal  year  1972  and  thereafter  the  prevailing 
charge  levels  recognized  for  a  locality  may  be  increased,  in  the  aggre- 
gate, only  to  the  extent  justified  by  indexes  reflecting  changes  in 
costs  of  practice  of  physicians  and  in  earnings  levels;  and  (c)  that  for 
medical  supplies,  equipment,  and  services  that,  in  the  judgment  of 
the  Secretary,  generally  do  not  vary  significantly  in  quality  from  one 
supplier  to  another,  charges  allowed  as  reasonable  may  not  exceed 
the  lowest  levels  at  which  such  supplies,  equipment  and  services  are 
widley  available  in  a  locality. 

Effective  date. — Fiscal  year  1971. 

Payments  jor  services  of  teaching  physicians. — Medicare  would  pay 
for  the  services  of  teaching  physicians  on  the  basis  of  reasonable 
costs,  rather  than  fee-for-service  charges,  unless  other  patients  who 
have  insurance  or  are  able  to  pay  are  also  charged  for  such  services 
and  the  medicare  deductibles  and  coinsurance  amounts  are  regularly 
collected.  Medicare  payment  would  also  be  authorized  for  services 
provided  to  hospitals  by  staff  of  certain  medical  schools. 

Effective  date. — ^Enactment  date. 

Termination  of  payments  to  suppliers  of  services  who  abuse  the  medicare 
program. — The  Secretary  of  Health,  Education,  and  Welfare  would 
be  given  authority  to  terminate  payment  for  services  rendered  by  a 
supplier  of  health  and  medical  services  found  to  be  guilty  of  program 
abuses.  Program  review  teams  would  be  established  to  furnish  the 
Secretary  professional  advice  in  carrying  out  this  authority. 

Effective  date. — Enactment  date. 

Government  payment  no  higher  than  charges. — Payments  for  institu- 
tional services  under  the  medicare,  medicaid,  and  maternal  and  child 
health  programs  could  not  be  higher  than  the  charges  regularly  made 
for  those  services. 

Effective  date.— July  1,  1970. 

Institutional  planning  and  budgeting. — Health  institutions  under  the 
medicare  program  would  be  required  to  have  a  written  plan  reflecting 
an  operating  biulget  and  a  capital  exi)enditures  budget. 

Effective  date. — Fifth  month  foUowing  month  of  enactment. 

Guarantee  of  payment  for  extended  care  services. — The  Secretary  of 
Health,  Education,  and  Welfare  would  be  authorized  to  establish 
specific  periods  of  time  (by  medical  condition)  after  hospitalization 
during  which  a  patient  would  be  presumed,  for  payment  purposes,  to 
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require  extended  care  level  of  services  in  an  extended  care  facility.  A 
similar  provision  would  apply  to  posthospital  home  health  services. 
Effective  date. — January  1,  1971. 

Prohibition  oj  reassignments. — Medicare  (part  B)  and  medicaid 
payments  to  anyone  other  than  a  patient,  his  physician,  or  other 
person  providing  the  service,  would  be  prohibited,  unless  the  physician 
(or,  in  the  case  of  medicaid,  another  type  of  practitioner)  is  required 
as  a  condition  of  his  employment  to  turn  over  his  fees  to  his  employer 
or  unless  there  is  a  contractual  arrangement  between  the  physician 
and  the  facility  in  which  the  services  were  provided  under  which  the 
facility  bills  for  all  such  services. 

Effective  date.— Enactment  date  for  medicare;  July  1,  1971  (or 
earlier  at  the  option  of  the  State)  for  medicaid. 

Stopping  payment  where  hospital  admission  not  necessary  under 
medicare, — If  the  utilization  review  committee  of  a  hospital  or  ex- 
tended care  facility,  in  its  sample  review  of  admissions,  finds  a  case 
where  institutionalization  is  no  longer  necessary,  payment  would  be 
cut  off  after  3  days.  This  provision  parallels  the  provision  in  present 
law  under  which  long-stay  cases  are  cut  off  after  3  days  when  the 
utilization  review  committee  determines  that  institutionalization  is 
no    longer  required. 

Effective  date. — Second  month  following  the  month  of  enactment. 

Physical  therapy  services  under  medicare. — Under  medicare's  supple- 
mentary medical  insurance  program,  up  to  $100  per  calendar  year  of 
physical  therapy  services  furnished  by  a  licensed  physical  therapist 
in  his  office  or  the  patient's  home  under  a  physician's  plan  would  be 
included  in  covered  charges.  Hospitals  and  extended  care  facilities 
could  continue  to  provide  covered  physical  therapy  services  to  im- 
patients  who  have  exhausted  their  days  of  hospital  insurance  coverage. 
Where  physical  therapy  is  furnished  by  a  provider  of  services,  or  by 
others  under  arrangements  with  the  provider,  medicare  reimburse- 
ment to  the  provider  will  in  all  cases  be  based  on  a  reasonable  salary 
payment  for  the  services. 

Effective  date. — January  1,  1971. 

Changes  in  Federal  matching  percentages  with  respect  to  certain 
services. — The  Federal  medicaid  matching  for  certain  outpatient 
services  would  be  increased  and  the  Federal  matching  with  respect  to 
long-term  institutional  care  would  be  decreased  and  certain  other 
limitations  would  be  imposed.  Specifically,  (1)  the  Federal  matching 
percentage  for  outpatient  hospital  services,  clinic  services  and  home 
health  services  would  be  increased  by  25  percent;  (2)  the  Federal 
percentage  after  the  first  60  days  of  care  in  a  general  or  TB  hospital 
would  be  reduced  by  one-third;  (3)  the  Federal  percentage  after  the 
first  90  days  of  care  in  a  year  in  a  skilled  nursing  home  would  be  re- 
duced by  one-third;  (4)  the  Federal  matching  for  care  in  a  mental 
hospital  after  90  days  of  care  would  be  reduced  by  one-third  and  no 
Federal  matching  would  be  available  after  an  additional  275  days 
of  such  care  during  an  individual's  lifetime;  and  (5)  the  Secretary 
would  be  authorized  to  compute  a  reasonable  cost  differential  for 
reimbursement  purposes  between  skilled  nursing  homes  and  inter- 
mediate care  facilities. 

Effective  date. — January  1,  1971. 
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Repeal  oj  medicaid  provision  requiring  expanded  programs. — The 
requirement  in  present  law  that  States  have  comprehensive  medicaid 
programs  by  1977  would  be  repealed. 

Effective  date. — Enactment  date. 

State  determination  oj  reasonable  hospital  costs. — States  would  be 
permitted  to  pay  hospitals  on  the  basis  of  their  own  determination 
of  reasonable  cost,  provided  there  is  assurance  that  the  medicaid 
program  would  pay  the  actual  cost  of  hospitalization  of  medicaid 
recipients. 

Effective  date. — July  1,  1971  (or  earlier  at  the  option  of  the  State). 

Federal  matching  jor  modern  claims  processing  systems. — Federal 
matching  at  the  90-percent  rate  would  be  available  under  medicaid  for 
the  States  to  set  up  mechanized  claims  processing  and  informational 
retrieval  systems.  Federal  matching  for  the  continuing  operation  of 
such  systems  would  be  at  the  75-percent  rate. 

Effective  date.— July  1,  1970. 

Utilization  review  in  medicaid. — Hospitals  and  skilled  nursing  homes 
participating  in  the  medicaid  and  maternal  and  child  health  programs 
would  be  required  to  have  the  same  type  of  utilization  review  com- 
mittee with  the  same  functions  as  are  required  in  the  medicare  program. 
(Any  such  committee  actually  performing  such  functions  for  medicare 
purposes  would  apply  these  to  medicaid  cases.) 

Effective  date.— July  1,  1971. 

Medicaid  deductibles  jor  the  medically  indigent. — States  would  be 
permitted  to  impose  cost  sharing  provisions  with  respect  to  people 
eligible  under  medicaid  programs  but  not  eligible  for  cash  public 
assistance  payments.  (Present  law  requires  such  cost  sharing  pro- 
visions to  vary  directly  with  the  amount  of  the  recipient's  income.) 

Effective  date. — January  1,  1971  (or  earlier  at  the  option  at  the 
State) . 

Role  oj  State  health  agencies  in  medicaid. — State  health  agencies 
would  be  required  to  perform  certain  functions  under  the  medicaid 
and  maternal  and  child  health  programs  relating  to  the  quality  of  the 
health  care  furnished  to  recipients. 

Effective  date.— July  1,  1971. 

Miscellaneous  and  technical  provisions 

Retroactive  coverage  under  medicaid. — States  would  be  required  to 
cover  under  medicaid  the  cost  of  health  care  provided  to  an  eligible 
individual  during  the  3-month  period  before  the  month  in  which  he 
applied  for  medicaid. 

Effective  date.— July  1,  1971. 

Certification  oj  hospitalization  jor  dental  care. — A  dentist  would  be 
authorized  to  certify  to  the  necessity  for  hospitalization  to  protect 
the  health  of  a  medicare  patient  who  is  hospitalized  for  noncovered 
dental  procedures. 

Effective  date. — Second  month  after  month  of  enactment. 

Christian  Science  sanatoriums  under  medicaid. — Christian  Science 
sanatoriums  would  be  exempted  from  the  medicaid  requirement  that 
they  have  a  licensed  nursing  home  administrator  and  from  other 
inappropriate  skilled  nursing  home  requirements. 

Effective  date. — Enactment  date. 
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Grace  period  for  paying  medicare  premium. — Where  there  is  good 
cause  for  a  medicare  beneficiary's  failure  to  pay  supplementary'  medic^ 
insurance  premiums,  an  extended  grace  period  of  90  days  would  be 
provided. 

Effective  date. — Enactment  date. 

Extension  oj  time  for  filing  medicare  claims. — The  time  limit  for 
filing  supplementary  medical  insurance  claims  would  be  extended 
where  the  medicare  beneficiarj^'s  delay  is  due  to  administrative  error. 

Effective  date. — Enactment  date. 

Enrollment  under  medicare. — Eligible  mdividuals  would  be  permitted 
to  enroll  under  medicare's  supplementary  medical  insurance  program 
during  any  prescribed  enrollment  period.  Beneficiaries  would  no  longer 
be  required  to  enroll  ^\dthin  3  years  following  first  eligibility  or  a 
previous  withdrawal  from  the  program.  Rehef  would  be  provided 
where  administrative  error  has  prejudiced  an  individual's  right  to 
emoll  in  medicare's  supplementary  medical  insurance  program. 

Effective  date. — Enactment  date. 

Waiver  of  medicare  overpayment. — Where  incorrect  medicare  pay- 
ments were  made  to  a  deceased  beneficiar^r^  the  liability  of  sur^-ivors 
for  repajTnent  could  be  waived  if  the  survivors  were  without  fault 
in  incurring  the  overpayment. 

Effective  date. — Enactment  date. 

Medicare  fair  hearings. — Fair  hearings,  held  by  medicare  carriers 
in  response  to  disagreements  over  amounts  paid  under  supplementary 
medical  insurance,  would  be  conducted  only  where  the  amount  m 
controversy  is  $100  or  more. 

Effective  date. — Enactment  date. 

Collection  of  medicare  premium  by  the  railroad  retirement  hoard. — 
Where  a  person  is  entitled  to  both  railroad  retirement  and  social 
security  montlily  benefits,  his  premium  payment  for  supplementary 
medical  insurance  benefits  would  be  deducted  from  his  Railroad 
Retkement  benefit  in  all  cases. 

Effective  date. — Fifth  month  after  month  of  enactment. 

Medicare  benefits  for  people  living  near  U.S.  border. — Medicare 
beneficiaries  living  in  the  United  States  close  to  the  U.S.  border 
would  get  covered  care  if  the  hospital  they  use  is  in  Canada  or  Ivlexico 
and  is  closer  to  their  residence  than  a  comparable  hospital  in  the  U.S. 

Effective  date. — Admissions  to  a  hospital  after  December  31,  1970. 

Chiropractors^  services. — The  Secretary  of  Health,  Education,  and 
Welfare  would  conduct  a  study  on  the  desirability  of  covering  chiro- 
practors' services  (on  a  ver^-  limited  basis)  under  medicare,  utilizing 
the  experiments  and  experience  under  the  medicaid  program.  A 
report  on  the  studj^,  including  the  experience  of  other  programs  paying 
for  chiropractors'  services,  would  be  submitted  to  the  Congress  A\dtliin 
2  years  after  enactment  of  the  bill. 

C.  FINANCING 

In  order  to  pay  the  additional  cost  of  the  new  OASDI  benefits 
})rovided  and  to  meet  the  existing  actuarial  deficit  in  the  hospital 
insurance  (part  A  of  medicare)  jirogram,  the  tax  and  benefit  base 
would  be  increased  from  $7,800  a  year  to  $9,000  a  year,  starting 
January  1,  1971,  and  a  new  schedule  of  tax  rates  would  be  provided 
as  follows: 


11 


(Percent) 


OASDI 

■ 

HI 

Total 

Present 

H.R. 

Present 

H.R. 

Present 

H.R. 

Period 

law 

17550 

law 

17550 

law 

17550 

Contribution  rates  for  employer-employee,  each: 

1970  

4.2 

4.2 

0.6 

0.6 

4. 8 

4. 8 

1971-72  '  

4.6 

4.  2 

0.6 

1.  0 

5. 2 

5.  2 

1973-74     

5.  0 

4.  2 

.65 

1.  0 

5. 65 

5.  2 

1975   

5.  0 

5.  0 

.65 

1.  0 

5. 65 

6.  0 

1976-79  

5.  0 

5.  0 

.  7 

1.  0 

5.  7 

6.  0 

1980-86   

5.0 

5.5 

.8 

1.0 

5.8 

6.5 

1987  and  after     

5.  0 

5.  5 

.9 

1.  0 

5.9 

6.  5 

Self-employed  contribution  rates: 

1970  

6.3 

6.3 

0.6 

0.6 

6.9 

6.9 

1971-72  

6.9 

6.3 

.6 

1.0 

7.5 

7.3 

1973-74  

7.0 

6.3 

.65 

1.0 

7. 65 

7.3 

1975    

7.0 

7.0 

.65 

1.0 

7. 65 

8.0 

1976-79  

7.0 

7.0 

.7 

1.0 

7.7 

8.0 

1980-86   

7.0 

7.0 

.8 

1.0 

7.8 

8.0 

1987  and  after.   

7.0 

7.0 

.9 

1.0 

7.9 

8.0 

The  portion  of  social  security  contributions  that  is  allocated  to 
the  disability  insurance  trust  fund  would  be  revised  (as  to  the  com- 
bined employer-employee  rate)  from  1.10  percent  of  taxable  wages  for 
1970  and  after  (as  in  present  law)  to  0.90  of  1  percent  for  1971  through 
1974,  to  1.05  percent  for  1975  through  1979,  and  to  1.15  percent  in 
1980  and  after,  with  corresponding  changes  in  the  allocation  of  the 
self-employed  contribution  rates. 

III.  GENERAL  DISCUSSION  OF  THE  BILL 

A.  GENERAL  DISCUSSION  OF  PROVISIONS  RELATING  TO  THE 
CASH  BENEFITS  PROGRAM 

1 .  5-percent  increase  in  benefits 

Over  the  years  your  committee  has  taken  action  to  maintain  social 
security  benefits  at  realistic  and  adequate  levels.  From  time  to  time 
these  benefits  have  been  increased  to  take  into  account  changes  in 
the  national  economy — particularly  changes  in  living  costs,  earnings 
levels,  and  living  standards.  The  most  recent  of  these  increases  was 
the  15-percent  increase  provided  under  the  Social  Security  Amend- 
ments of  1969,  which,  although  effective  with  respect  to  the  benefits 
payable  for  January  1970,  was  first  paid  to  beneficiaries  in  April  of 
this  year. 

Your  committee  recommends  a  general  benefit  increase  of  5  percent 
effective  with  the  benefits  payable  for  January  1971.  At  the  time  your 
committee  recommended  the  15-percent  benefit  increase,  it  saw  ^'a 
pressing  and  urgent  need"  for  a  benefit  increase  ''as  quickly  as  pos- 
sible." As  the  result  of  further  deliberations,  your  committee  now 
sees  a  need  for  an  additional  increase  in  benefits  starting  next  year. 
Without  claiming  prescience,  your  committee  believes  that  economic 
changes  in  the  shortrun  future  will  warrant  a  further  benefit  increase. 

Under  the  present  law  monthly  benefits  for  workers  who  retire  at 
age  65  in  1971  will  range  from  $64  to  $193.70;  under  the  bill  these 
amounts  would  range  from  $67.20  to  $203.40.  Additional  illustrations 
of  the  effect  of  the  benefit  increase  are  shown  in  the  table  below.  The 
table  also  refiects  some  of  the  effect  of  another  provision  in  the  bill 
which  would  increase  the  earnings  base  to  $9,000,  effective  January  1, 
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1971.  It  should,  however,  be  pointed  out  that  in  addition  to  the  effects 
of  the  higher  base  reflected  in  the  table,  the  higher  creditable  earnings 
under  the  new  $9,000  base  would  also  result  in  higher  average  monthly 
wages  which  would  help  maintain  a  reasonable  relationship  between 
benefits  and  earnings  for  people  who  have  earnings  of  more  than  the 
present  $7,800  maximum. 

I LLUSTRATIVE  MONTHLY  BENEFITS  PAYABLE  UNDER  PRESENT  LAW  AND  UNDER  H.R.  17550 


Average  monthly 
earnings  i 


Worker  2  Man  and  wife  2 3  Widow  and  2  children 


Present  law 

H.R.  17550 

Present  law 

H.R. 17550 

Present  law 

H.R.  17550  1 

$64.  00 

$67.20 

$96.  00 

$100. 80 

$96.  00 

$100. 80 

101.70 

106.80 

152.60 

160.20 

152.60 

160.20 

132. 30 

139.  00 

198.  50 

208.50 

202. 40 

208.50 

161.  50 

169.  60 

242.30 

254. 40 

280.  80 

280.80 

189.  80 

199.  30 

284.70 

299.  00 

354. 40 

354. 40 

218. 40 

229.40 

327.  60 

344. 10 

395.60 

395.60 

250.70 

5  263.  30 

376. 10 

395.  00 

434. 40 

434. 40 

5  283.  00 

424.  50 

474.40 

$76- 
150. 
250. 
350. 
450. 
550. 
650. 
750_ 


1  Figured  generally  over  5  less  than  the  number  of  years  elapsing  after  1936  or  1950,  or  age  21,  if  later,  and  up  to  the 
year  of  death,  disability,  or  attainment  of  age  65  for  men  (62  under  the  bill)  and  62  for  women. 

2  For  a  worker  who  is  disabled  or  who  is  age  65  or  older  at  the  time  of  retirement  and  a  wife  age  65  or  older  at  the 
time  when  she  comes  on  the  benefit  rolls. 

3  Survivor  benefit  amounts  for  a  widow  and  1  child  or  for  2  parents  would  be  the  same  as  the  benefits  for  a  man  and  wife. 
^  For  families  already  on  the  benefit  rolls  who  are  affected  by  the  maximum  benefit  provisions,  the  amounts  payable 

under  the  bill  would  in  some  cases  be  somewhat  higher  than  those  shown  here. 
5  Generally  payable  to  people  who  retire  at  age  65  in  2006. 
5  Not  applicable,  since  the  highest  possible  average  earnings  is  $650. 

Some  25.6  million  beneficiaries  on  the  rolls  in  January  1971  would 
have  their  benefits  increased  under  this  provision.  An  estimated 
$1.7  billion  in  additional  benefits  would  be  paid  in  the  first  12  months. 

2.  Increase  in  special  'payments  to  certain  people  age  72  or  older 

The  bill  would  also  increase  by  5  percent  the  special  cash  payments 
that  are  made  under  present  law  to  people  age  72  and  older  who  are 
not  insured  for  regular  cash  benefits  under  the  social  security  system. 

Under  the  1965  amendments  to  the  social  security  law,  special 
monthly  pa^mients  Avere  pro^dded  for  certain  people  who  reached  age 
72  before  1969  on  the  basis  of  less  work  than  is  needed  to  qualify  for 
regular  cash  benefits.  The  cost  of  the  payments  under  this  provision 
is  met  out  of  the  old-age  and  survivors  insurance  trust  fund. 

Special  monthly  payments  were  also  provided,  under  an  amendment 
to  the  law  enacted  in  1966,  for  persons  with  no  social  security  credits 
who  reached  age  72  before  1968  and  for  persons  who  reach  age  72 
after  1968  and  before  1972  who  have  earned  credit  for  some  work 
but  who  do  not  qualify  for  payments  under  the  1965  amendments. 
Payments  made  under  the  1966  amendments  are  reduced  by  the 
amount  of  any  pension,  retirement  benefit,  or  annuity  that  a  person 
is  receiving  under  any  other  governmental  pension  system.  Also, 
the  paj^ments  are  suspended  for  any  month  for  which  the  person 
receives  a  payment  under  a  federally  aided  public  assistance  prograrn. 
Most  of  the  cost  of  the  payments  to  persons  under  this  provision  is 
met  from  general  revenues. 

Under  the  5-percent  increase  provided  in  the  bill,  the  payments 
under  both  of  these  special  transitional  provisions  would  be  increased 
from  $46  to  $48.30  for  an  individual  and  from  $69  to  $72.50  for  a 
couple,  effective  for  January  1971.  As  a  result,  about  6,000  people 
who  do  not  now  get  the  special  payments  would  qualify  for  some  pay- 
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ments,  and  about  620,000  people  would  qualify  for  higher  pay- 
ments under  this  provision.  An  estimated  $17  million  in  additional 
payments  would  be  paid  out  in  the  first  12  months;  about  $15  million 
of  this  amount  would  be  paid  from  general  revenues. 

3.  Liberalization  of  the  retirement  test 

Under  present  law,  if  a  beneficiary  under  age  72  earns  more  than 
$1,680  in  a  year,  $1  less  in  benefits  is  paid  for  each  $2  of  earnings  be- 
tween $1,680  and  $2,880  and  for  each  $1  of  earnings  above  $2,880. 
However,  full  benefits  are  paid,  regardless  of  the  amount  of  annual 
earnings,  for  any  month  in  which  the  beneficiary  neither  works  for 
wages  of  more  than  $140  nor  renders  substantial  services  in  self- 
employment.  Under  the  bill,  beginning  1971,  a  beneficiary  would 
receive  the  full  amount  of  his  benefits  each  month  if  his  annual  earnings 
did  not  exceed  $2,000 ;  his  benefit  would  be  reduced  by  $1  for  each  $2  of 
earnings  between  $2,000  and  $3,200  and  for  each  $1  thereafter.  The 
bill  would  increase  from  $140  to  $166.66  the  amount  of  wages  a  bene- 
ficiary may  earn  in  a  given  month  and  still  get  full  benefits  for  that 
month.  These  changes  would  update  the  retirement  test  to  take  into 
account  the  increase  in  earnings  levels  since  the  present  $1,680  annual 
exempt  amount  became  effective  (beginning  1968)  and  make  possible 
an  increase  in  annual  income  for  many  of  the  beneficiaries  who  work. 

The  bill  would  also  change  the  retirement  test  as  it  applies  in  the 
year  in  which  a  worker  reaches  age  72.  Under  present  law,  benefits 
are  not  withheld  under  the  test  for  months  when  the  person  is  age  72 
or  older.  However,  in  the  year  in  which  a  beneficiary  reaches  age  72, 
earnings  in  and  after  the  month  in  which  he  reaches  age  72  are  counted 
in  determining  whether  benefits  are  reduced  or  withheld  for  the 
months  before  he  reached  age  72.  Many  beneficiaries  believe  that 
earnings  after  they  reach  age  72  are  not  counted  under  the  retirement 
test;  as  a  result,  they  are  entitled  to  less  in  benefits  than  they  expected 
and  may  find  that  they  have  been  overpaid  because  of  this  mis- 
understanding. Your  committee's  bill  would  provide  that  only  amounts 
earned  before  the  month  in  which  the  beneficiary  became  72  would  be 
used  in  determining  his  earnings  for  the  year  for  retirement  test 
purposes.  In  applying  this  provision  the  earnings  of  a  self-employed 
beneficiary  would  be  prorated  equitably  to  the  months  in  his  taxable 
year. 

4.  Increase  in  widows^  and  widowers'  insurance  benefits 

A  factor  which  must  be  taken  into  account  in  considering  whether 
the  levels  of  social  security  benefits  are  adequate  at  any  given  time  is 
the  relationship  of  survivors'  benefits  to  the  worker's  retirement 
benefit.  In  this  connection  your  committee  examined  the  benefits 
paid  to  older  widows  and  found  that  the  benefits  paid  to  these  people 
were  not  adequate  because  under  the  present  law  the  most  that  can 
be  paid  to  a  widow  is  82.5  percent  of  the  retirement  benefit  which 
would  be  paid  to  her  husband  if  he  started  getting  benefits  at  or  after 
age  65. 

When  social  security  benefits  were  first  provided  for  widows  by  the 
Social  Security  Amendments  of  1939  they  were  set  at  75  percent  of 
the  worker's  retirement  benefit.  This  computation  was  based  on  the 
idea  that  a  widow  should  receive  one-half  of  the  combined  benefit 
which  would  have  been  paid  to  her  and  her  husband  had  both  been 
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entitled  to  benefits.  Later,  this  amount  was  increased  by  10  percent, 
to  82.5  percent,  where  it  has  remained  up  to  the  present. 

It  is  your  committee's  opinion  that  the  reasons  for  setting  widow's 
benefits  at  their  present  level  are  no  longer  valid  and  that  in  the  light 
of  present  conditions  there  is  no  reason  for  pajdng  aged  widows  less 
than  the  amount  which  would  be  paid  to  their  husbands  as  retirement 
benefits.  Currently,  the  average  benefit  for  an  aged  widow  is  $101  a 
month,  while  the  average  benefit  for  a  retired  worker  is  $117.  In 
addition,  surveys  of  social  security  beneficiaries  have  shown  that,  on 
the  average,  women  getting  aged  widow's  benefits  have  less  income 
other  than  social  security  than  most  other  beneficiaries. 

Your  committee's  bill  would  provide  an  increase  in  the  benefits 
of  mdows  and  widowers  who  become  entitled  to  benefits  after 
reaching  age  62.  Under  the  bill,  the  benefit  for  a  widow  who  becomes 
entitled  to  widow's  benefits  at  or  after  age  65  would  be  increased  from 
821/2  percent  (payable  under  present  law)  to  100  percent  of  the 
amount  her  deceased  husband  w^ould  receive  if  his  benefits  started 
at  or  after  age  65.  For  mdows  becoming  entitled  to  widow's  benefits 
between  ages  62  and  65,  the  100-percent  amount  would  be  reduced. 
For  widows  who  start  getting  benefits  before  age  62,  the  amount 
would  be  approximately  the  same  as,  and  in  no  case  less  than,  is 
payable  under  present  law. 

Under  the  bill,  as  under  present  law,  the  benefit  for  a  widow  who 
is  age  62  or  older  when  she  starts  getting  benefits  and  who  is  the  only 
survivor  getting  benefits  would  not  be  less  than  the  minimum  benefit 
payable  to  a  retired  worker  at  age  65.  The  benefit  for  a  widow  who 
starts  getting  benefits  before  62  and  who  is  the  only  survivor  getting 
benefits  would  be  the  minimum  benefit  reduced  only  because  of  the 
number  of  months  before  age  62  for  which  the  benefit  is  paid. 

The  changes  made  mth  respect  to  mdows  would  also  apply  to  eligi- 
ble dependent  widowers. 

ILLUSTRATIVE  MONTHLY  BENEFITS  FOR  WIDOWS  AND  WIDOWERS  WHO  BECOME  ENTITLED  AT  OR  AFTER  AGE  65 
UNDER  PRESENT  LAW  AND  UNDER  H.R.  17550. 


H.R.  17550 


Additional  Additional 
amount  result-  amount  result- 
ing from  ing  from 
general  bene-  widow's  bene-        Total  benefit 
Average  monthly  earnings                       Present  law        fit  increase  fit  increase  payable 


$76.00   $64.00  $3.20    $67.20 

150.00   84.00  4.20  $18.60  106.80 

250.00   109.20  5.50  24.30  139.00 

350.00   133.30  6.70  29.60  169.60 

450.00   156.60  7.90  34.80  199.30 

550.00   180.20  9.10  40.10  229.40 

650.00   206.90  10.40  46.00  263.30 

750.00   (0  (1)  (1)  283.00 


1  Not  applicable,  since  the  highest  average  earnings  amount  now  possible  is  $650. 

Your  committee's  intention  is  to  provide  the  same  amount — 100 
percent — for  both  the  worker  and  the  widow  when  the  benefits  start 
at  or  after  age  65,  and  to  provide  reduced  benefits  in  both  cases  when 
benefits  begin  before  age  65.  However,  because  of  the  necessity  of 
gearing  in  the  widow's  benefits  between  the  ages  of  62  and  65  with  the 
higher  amount  provided  under  present  law  for  a  widow  at  age  62,  as 
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compared  with  the  amount  provided  for  a  worker  age  62,  the  reduc- 
tion for  widows  and  widowers  who  receive  benefits  beginning  before 
age  65  is  slightly  different  than  the  reduction  for  workers. 

The  increase  in  benefits  for  widows  and  dependent  widowers  would 
be  effective  for  January  1971.  Widows  and  widowers  who  are  receiving 
benefits  at  that  time  and  who  would  get  higher  amounts  as  a  result  of 
the  provisions  would  have  their  benefits  recomputed. 

Some  3.3  million  widows  and  widowers  on  the  rolls  at  the  end  of 
January  1971  would  receive  higher  benefits  under  this  provision,  and 
$700  million  in  additional  benefit  payments  would  be  made  in  the 
first  12  months. 

5.  Dependent  widowtrs'  benefits  at  age  60 

Under  present  law,  an  aged  widow  can  become  entitled  to  widows' 
insurance  benefits  at  age  60,  but  an  aged  dependent  widower  cannot 
become  entitled  to  dependent  widowers'  benefits  until  age  62.  This 
situation  results  from  the  1965  amendments,  which  lowered  the  age  of 
eligibility  for  widows  from  62  to  60  but  did  not  change  the  age  of 
eligibility  for  dependent  widowers. 

Your  committee  believes  that  the  age  of  eligibility  should  be  the 
same  for  aged  dependent  widowers  as  it  is  now  for  aged  widows. 
Accordingly,  the  bill  would  lower  the  age  of  eligibility  for  aged  de- 
pendent widowers'  benefits  from  62  to  60.  The  benefits  payable  to  an 
aged  dependent  widower  who  starts  getting  benefits  before  age  62 
would  be  actuarially  reduced,  as  are  the  benefits  under  present  law 
for  aged  widows  who  come  on  the  benefit  rolls  before  age  62. 

6.  Age-62  computation  point  for  men 

Under  present  law,  retirement  benefits  for  men  are  figured  differ- 
ently, and  less  advantageously,  than  are  the  benefits  for  women.  For 
a  man  the  period  for  determining  the  number  of  years  of  earnings  that 
are  used  in  figuring  the  average  monthly  earnings  on  which  his  bene- 
fits are  based  ends  with  the  beginning  of  the  year  in  which  he  reaches 
age  65.  For  a  woman  the  period  ends  with  the  beginning  of  the  year 
in  which  she  reaches  age  62.  Thus  3  more  years  are  used  for  a  man 
than  are  used  for  a  woman  of  the  same  age. 

This  difference  in  the  treatment  of  men  and  women  under  the 
program  can  result  in  significantly  lower  benefits  being  paid  to  a  retired 
man  than  are  paid  to  a  retired  woman  with  the  same  earnings.  For 
example,  a  man  and  a  woman  each  reach  age  65  and  retire  in  1971. 
They  each  have  maximum  creditable  earnings  under  the  program  in 
each  year  up  to  1971.  The  woman's  benefit  beginning  at  age  65  would 
be  $200.30  a  month  under  present  law  while  the  man's  benefit  would 
be  only  $193.70  a  month.  If  both  workers  reach  age  62  in  1971,  the 
woman's  benefit  would  be  $155  a  month  while  the  man's  benefit  would 
be  only  $148.80  a  month. 

The  bill  would  change  the  way  a  man's  retirement  benefit  is  figured 
to  make  the  computation  the  same  as  the  computation  of  a  woman's 
benefit.  As  a  result  the  retirement  benefits  that  a  man  would  be  paid 
would  be  the  same  as  the  benefits  to  a  woman  of  the  same  age  and 
with  the  same  earnings.  The  change  would  result  in  higher  retirement 
benefits  for  most  men  than  are  provided  under  present  law.  It  would 
also  result  in  higher  benefits  for  dependents  of  retired  workers  and  for 
the  survivors  of  men  who  died  after  age  62. 
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The  provision  to  shorten  the  computation  period  for  men  would  be 
effective  for  benefits  for  January  1971.  It  would  apply  not  only  to 
those  who  come  on  the  benefit  rolls  in  and  after  January  1971  but  also 
to  those  who  are  on  the  benefit  rolls  when  the  provision  becomes  effec- 
tive. Benefits  for  those  on  the  benefit  rolls  before  1971  would  be  re- 
computed under  the  new  provision  and,  in  many  cases,  the  increased 
benefits  would  be  paid  beginning  with  payments  for  January  1971, 
payable  in  February.  Some  beneficiaries  who  have  earnings  in  1969 
and  whose  benefits  have  to  be  refigured  to  take  account  of  those  addi- 
tional earnings  might  not  be  paid  their  increased  benefits  until  later 
in  1971  because  of  the  time  required  to  make  the  necessary  computa- 
tions but  the  payments  would  be  made  retroactive  to  January  1971. 

The  amount  of  social  security  credit  that  a  worker  must  have  to  be 
insured  for  benefits  is  also  determined  differently,  under  present  law, 
for  men  than  for  women.  Again,  the  ending  point  for  determining 
benefit  eligibility  for  a  man  is  the  year  in  which  he  reaches  age  65, 
while  for  a  woman  it  is  the  year  in  which  she  reaches  age  62.  Your 
committee's  bill  would  make  the  ending  point  age  62  for  both  men  and 
women  and  allow  men  to  become  fully  insured  on  the  basis  of  fewer 
quarters  of  coverage  than  are  now  required.  This  change  would  be 
effective  for  January  1971. 

An  estimated  10.2  million  people  on  the  rolls  on  the  effective  date 
would  receive  larger  benefits  as  a  result  of  these  changes,  and  in  addi- 
tion, 60,000  persons — workers  and  their  dependents  not  eligible  under 
present  law — would  be  added  to  the  rolls  in  the  first  12  months.  In 
the  first  12  months  an  additional  $925  million  in  benefits  would  be 
paid  out. 

7.  Election  to  receive  actuarially  reduced  benefits 

Under  present  law,  a  married  person  who  has  worked  and  is  eligible 
for  both  an  old-age  insurance  benefit  as  a  retired  worker  and  a  wife's 
or  husband's  insurance  benefit  as  the  spouse  of  a  retired  worker 
cannot  apply  for  just  one  of  the  benefits;  when  he  applies  for  one  he 
is  deemed  to  have  applied  for  both.  As  a  result,  such  a  person  who 
claims  benefits  before  age  65  has  both  of  his  benefits  actuarially 
reduced. 

Also  under  present  law  a  wife  who  has  worked  and  becomes  eligible 
for  an  old-age  insurance  benefit  based  on  her  own  earnings,  who  takes 
that  benefit  before  age  65,  and  who  later  becomes  eligible  for  a  wife's 
benefit  when  her  husband  applies  for  his  retirement  benefit  can  get  a 
lower  wife's  benefit  (on  account  of  the  reduction  that  was  made  in 
her  old-age  insurance  benefit  because  it  was  paid  before  age  65)  than 
does  a  wife  who  never  worked  under  the  program.  (This  situation 
does  not  occur  under  present  law  when  a  woman  getting  wife's  insur- 
ance benefits  later  becomes  eligible  for  an  old-age  insurance  benefit; 
the  reduction  in  her  wife's  benefit  is  disregarded  in  figuring  the  amount 
of  her  old-age  insurance  benefit.)  Present  law  also  provides  that  if  a 
woman  takes  a  widow's  insurance  benefit  before  age  62  and  later  gets 
a  disability  or  old-age  insurance  benefit,  the  later  benefit  is  reduced 
to  take  account  of  the  prior  receipt  of  the  reduced  widow's  benefit. 

Under  the  bill,  the  deemed  filing  provision  would  be  removed  from 
present  law.  A  person  eligible  for  benefits  as  a  retired  worker  and 
also  as  a  spouse  could  choose  to  take  only  one  of  the  benefits  and 
claim  the  other  one  later,  or  he  could  take  both  benefits  at  the  same 
time. 
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Also  under  the  bill  the  reduction  that  is  made  in  one  benefit  would 
not  lower  the  amount  of  a  benefit  that  is  taken  later. 

Some  examples  showing  the  effect  of  these  changes  in  the  law  are 
as  follows: 

Example  1. — A  woman  is  potentially  eligible  for  an  old-age  benefit 
and  a  wife's  benefit  at  age  62.  Her  unreduced  old-age  benefit,  payable 
if  the  benefit  begins  at  or  after  age  65,  is  $78.  Her  husband's  unreduced 
benefit  is  $198.  Her  unreduced  wife's  benefit  is  $21 — one-half  of  her 
husband's  $198  benefit,  or  $99  minus  her  own  unreduced  benefit  of  $78. 
Her  combined  unreduced  old-age  benefit  and  wife's  benefit  would  be 
$99 — her  own  benefit  of  $78  plus  her  wife's  benefit  of  $21. 

She  applies  for  reduced  benefits  at  age  62  and,  under  present  law, 
must  apply  for  both  benefits.  Her  old-age  benefit  is  80  percent  of 
$78,  or  $62.40.  Her  wife's  benefit  is  75  percent  of  $21,  or  $15.80.  Her 
combined  old-age  benefit  and  wife's  benefit  beginning  at  age  62  is 
$78.20. 

Under  the  committee's  bill  she  could  restrict  her  application  at  age 
62,  take  only  one  of  her  benefits  and  wait  until  later  to  file  for  the 
other.  She  could  take  her  reduced  old-age  insurance  benefit,  get 
$62.40  a  month  at  age  62,  and  wait  until  age  65  to  claim  her  wife's 
benefit,  and  get  $99  a  month  from  age  65  on. 

Example  2. — A  woman  is  eligible  for  her  own  old-age  insurance  bene- 
fit at  age  62.  Her  husband  has  not  yet  applied  for  benefits  so  she  is 
not  eligible  for  a  wife's  benefit.  Her  old-age  insurance  benefit  at  age 
65  would  be  $78;  she  chooses  to  take  it  at  age  62  and  gets  a  reduced 
benefit  of  $62.40.  When  she  reaches  age  65,  her  husband  retires, 
applies  for  benefits,  and  becomes  entitled  to  an  old-age  benefit  of 
$198.  She  applies  for  wife's  benefits  and  becomes  entitled  to  a  wife's 
benefit  of  $21 — one-half  of  her  husband's  $198  benefit,  or  $99,  minus 
her  own  unreduced  benefit  of  $78.  If  she  had  not  taken  her  own 
benefit  at  age  62,  she  would  get  $99  a  month  under  present  law. 
Because  she  did  take  her  own  benefit  at  age  62,  she  can  only  get  $83.40 
starting  at  age  65— $62.40  plus  $21. 

Under  the  bill,  she  would  get  a  benefit  of  $99  a  month  starting  at 
age  65  notwithstanding  the  fact  that  she  elected  to  take  her  reduced 
old-age  benefit  at  age  62. 

The  new  provisions  would  apply  to  people  who  become  entitled  to 
benefits  for  or  after  the  sixth  month  after  the  month  of  enactment. 
People  already  on  the  benefit  rolls  when  the  provisions  become  effective 
could,  upon  request,  have  their  benefits  redetermined  under  the  new 
provisions. 

ji  In  some  cases  the  application  of  this  provision  would  mean  that  a 
beneficiary  should  not  have  been  entitled  to  some  of  the  benefits  he 
had  been  paid.  If  these  beneficiaries  wish  to  be  paid  the  higher  benefits 
I  provided  under  the  bill  they  would  be  required  under  a  special 
repayment  provision  to  repay  the  benefits  they  are  no  longer  entitled 
to  have  been  paid.  The  repayment  would  be  accomplished  by  with- 
holding payment  of  the  amount  of  the  increase  in  benefits  that  would 
occur  under  the  provision  until  recovery  is  made  of  the  excess  of  the 
amount  the  beneficiary  was  actually  paid  over  the  amount  he  would 
have  been  i)aid  if  the  provision  had  been  in  effect  at  the  time  of  his 
original  application. 

An  illustration  of  how  the  recovery  would  be  accomplished  is  as 
follows : 
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Consider  the  case  discussed  in  the  first  example  above.  She  could, 
under  the  provisions  of  the  bill,  request  to  have  her  benefit  redeter- 
mined under  the  new  provisions.  As  a  result  of  this  redetermination, 
her  month  of  entitlement  to  wife's  benefits  could  be  changed  from  the 
month  in  which  she  reached  age  62  to  the  month  in  which  she  reached 
age  65.  With  this  change,  the  amount  of  her  monthly  benefit  should 
have  been  $62.40  (instead  of  $78.20)  a  month  from  age  62  to  age  65 
and  $99  (instead  of  $78.20)  a  month  from  age  65  on.  She  was  paid 
$78.20  a  month  from  age  62  on,  or  $15.80  a  month  too  much  from  age 
62  to  age  65  and  $20.80  a  month  too  little  from  age  65  on.  Assume  she 
is  age  66  when  the  redetermination  is  made.  If  the  bill  had  been  in 
effect  she  would  have  been  paid,  for  the  48  months  from  age  62  to 
age  66  for  which  she  has  been  paid  benefits,  $62.40  a  month  for  the 
36  months  from  age  62  to  age  65,  and  $99  a  month  for  the  12  months 
from  age  65  to  age  66,  for  a  total  of  $3,434.40.  She  would  actually  have 
been  paid  $78.20  a  month  for  all  48  months,  for  a  total  of  $3,753.60. 
Thus  she  would  have  been  paid  a  total  of  $319.20  too  much— $3,753.60 
that  she  did  get  paid  less  $3,434.40  that  she  should  have  been  paid. 
The  $20.80  increase  in  her  benefit,  from  $78.20  to  $99,  would  be  with- 
held and  not  paid  to  her  until  the  $319.20  has  been  recovered — in 
about  16  months.  From  that  point  on  she  would  get  a  monthly  benefit 
of  $99.  If  she  should  die  or  become  entitled  to  another  benefit  (for 
example,  a  widow's  benefit  based  on  her  husband's  earnings)  before 
the  $319.20  is  entirely  recovered,  the  amount  not  yet  recovered  would 
be  waived. 

The  bill  would  make  no  change  in  the  provisions  of  present  law 
under  which  a  person  entitled  to  both  an  old-age  insurance  benefit 
and  a  wife's  or  dependent  husband's  insurance  benefit  may  not  get 
both  benefits  in  full.  Under  the  law,  a  worker  always  gets  the  old-age 
insurance  benefit  he  earns  for  himself;  if  that  benefit  is  higher  than 
the  benefit  he  is  potentially  eligible  for  as  a  wife  or  dependent  hus- 
band, the  latter  benefit  is  not  payable.  If  the  worker's  old-age  insurance 
benefit  is  less  than  the  wife's  or  dependent  husband's  benefit  payable 
on  the  spouse's  earnings,  the  difference  between  the  two  benefits  is 
paid  as  the  wife's  or  dependent  husband's  benefit. 

Approximately  100,000  beneficiaries  on  the  rolls  would  be  immedi- 
ately affected  by  this  provision,  which  would  result  in  additional 
benefit  payments  estimated  at  $10  million  during  the  first  12  months. 

8.  Eliminate  the  support  requirements  for  divorced  women 

Your  committee  is  concerned  that  there  are  a  number  of  divorced 
women  who  cannot  qualify  for  social  security  benefits  because  they 
cannot  meet  the  support  requirement  in  the  law.  Benefits  are  payable 
to  a  divorced  wife  age  62  or  older  and  a  divorced  widow  age  60  or  older 
if  her  marriage  lasted  20  years  before  the  divorce,  and  to  a  surviving 
divorced  mother.  In  order  to  qualify  for  any  of  these  benefits  a 
divorced  woman  is  required  to  show  that:  (1)  she  was  receiving  at 
least  one-half  of  her  support  from  her  former  husband,  (2)  she  was 
receiving  substantial  contributions  from  lier  former  husband  pursuant 
to  a  written  agreement,  or  (3)  there  was  a.  court  order  in  effect  pro- 
viding for  substantial  contributions  to  lier  sui)port  by  her  former 
husband. 

In  some  States  the  courts  are  jn'ohibited  from  providing  for  aUmony , 
and  in  these  States  a  divorced  \\'()inan  is  ])rechided  from  meeting  the 
third  support  requirement.  Even  in  States  which  allow  aUmony,  the 
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court  may  have  decided  at  the  time  of  the  divorce  that  the  wife  was 
not  in  need  of  financial  support.  Moreover,  a  divorced  woman's 
eligibiUty  for  social  security  benefits  may  depend  on  the  advice  she 
received  at  the  time  of  her  divorce.  If  a  woman  accepted  a  property 
settlement  in  lieu  of  alimony,  she  could  in  effect  have  disqualified 
herself  for  divorced  wife's,  divorced  widow's,  or  surviving  divorced 
mother's  benefits. 

The  intent  of  providing  benefits  to  divorced  women  is  to  protect 
women  whose  marriages  are  dissolved  when  they  are  far  along  in 
years — particularly  housewives  who  have  not  been  able  to  work  and 
earn  social  security  protection  of  their  own.  Your  committee  believes 
that  the  support  requirements  of  the  law  have  operated  to  deprive 
some  divorced  women  of  the  protection  they  should  have  received 
and,  therefore,  recommends  that  these  requirements  be  eliminated, 
effective  January  1,  197i. 

9.  Disability  insured  status  Jor  individuals  who  are  blind 

To  be  insured  for  disability  protection  under  present  law,  a  worker 
must  be  fully  insured  and  meet  a  requirement  of  substantial  recent 
covered  work.  Generally,  to  meet  the  latter  requirement,  a  disabled 
worker  needs  at  least  20  quarters  of  social  security  coverage  during  the 
period  of  40  calendar  quarters  ending  with  the  quarter  in  which  he 
became  disabled;  a  special  provision  takes  into  account  that  workers 
who  are  disabled  while  young  may  have  been  in  the  work  force  for  a 
relatively  short  time. 

Your  committee's  bill  would  extend  social  security  disability  protec- 
tion to  additional  blind  persons  by  eliminating  for  them  the  require- 
ment of  recent  attachment  to  covered  work.  A  blind  person  would  be 
insured  for  social  security  disability  benefits  and  a  disability  freeze  if 
he  is  fully  insured — that  is,  he  has  quarters  of  coverage,  acquired  at  any 
time,  equal  to  the  number  of  years  elapsed  after  1950  (or  the  year  he 
reached  age  21,  if  later)  and  up  to  the  year  in  which  he  became  dis- 
abled, except  that  he  could  not  be  insured  with  less  than  6  quarters  of 
coverage  and  ould  in  no  case  need  more  than  40  quarters  of  coverage 
to  be  insured.  This  requirement  would  permit  blind  persons  to  be  in- 
sured for  disability  protection  on  a  basis  comparable  to  that  for  retire- 
ment and  survivor  benefit  protection.  This  seems  to  the  committee  to 
be  a  more  reasonable  basis  for  qualifying  for  disability  protection  on 
the  part  of  a  blind  individual,  who  faces  employment  problems  not 
encountered  by  sighted  persons. 

The  provision  would  be  effective  for  January  1971.  About  30,000 
persons — blind  workers  and  their  dependents — would  become  im- 
mediately eligible  for  monthly  benefits.  About  $25  million  in  additional 
benefits  would  be  paid  out  during  the  first  12  months. 

10.  Wage  credits  jor  members  of  the  uniformed  services 

Under  present  law,  social  security  coverage  is  provided  on  a  con- 
tributory basis  for  those  serving  in  the  uniformed  services  in  years 
after  1956,  but  it  is  limited  to  a  serviceman's  basic  pay  and  does  not 
reflect  the  cash  value  of  wages  in  kind,  such  as  food  and  shelter,  which 
is  generally  covered  under  social  security  with  respect  to  other  em- 
ployment. The  1967  social  security  amendments  therefore  provided  (in 
addition  to  the  contributory  coverage  of  basic  pay)  noncontributory 
wage  credits,  up  to  $100  for  each  month  of  military  service  after  1967, 
to  take  account  of  the  wages  in  kind  that  servicemen  receive. 
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The  bill  would  extend  the  1967  provision  to  cover  service  during  the 
period  1957-67.  This  would  assure  realistic  social  security  credit  for 
service  on  active  duty  for  all  years  that  military  ser^ace  has  been 
covered  under  social  security,  and  would  avoid  the  serious  impakment 
of  social  security  protection  that  now  exists  for  some  workers  (and 
their  families)  whose  benefits  are  based  on  only  basic  pay  for  years 
of  military  service  during  the  period  from  1957  through  1967. 

The  cost  of  additional  social  security  benefits  that  would  be  paid  as  a 
result  of  the  enactment  of  this  provision  would  be  financed  from  general 
revenues,  on  the  same  basis  as  the  benefits  resulting  from  the  present 
noncontributory  wage  credits  for  years  after  1967. 

11.  Application  for  disability  benefits  after  disabled  worker's  death 
Under  present  law,  an  application  must  be  filed  with,  the  Social 

Security  Administration  to  establish  entitlement  to  social  security 
disability  insurance  benefits  hj  the  disabled  worker  or,  if  he  is  unable 
to  file  an  application,  b}^  another  person  on  his  behalf.  In  either  event, 
entitlement  to  disability  insurance  benefits  cannot  be  established  unless 
the  application  is  filed  during  the  worker's  lifetime. 

In  most  cases  a  timely  application  is  filed  by  or  on  behalf  of  a  dis- 
abled worker  who  meets  the  other  eligibility  conditions  of  the  law, 
so  that  the  benefit  rights  of  both  the  disabled  worker  and  his  depend- 
ents are  protected.  However,  in  a  relatively  few  cases  a  disabled 
worker  who  would  have  been  eligible  for  benefits  dies  before  an  appli- 
cation is  filed  and  his  disability  benefit  rights  are  lost.  As  a  result,  the 
living  expenses  and  additional  costs  incurred  by  the  disabled  worker 
during  the  period  of  his  disablement  may  remain  unpaid  and  become 
obligations  of  his  survivors. 

Your  committee  has  therefore  included  in  the  bill  a  provision  which 
would  permit  disability  insurance  benefits  to  be  paid  if  an  application 
is  filed  within  3  months  after  the  month  of  the  death  of  a  disabled 
worker.  Benefit  payments  which  would  have  been  payable  upon  appli- 
cation of  the  disabled  worker  would  then  be  payable  for  up  to  twelve 
months  prior  to  the  month  in  which  an  application  is  filed.  An  applica- 
tion filed  within  the  extended  period  would  also  permit  entitlement 
to  dependent's  benefits  to  be  established. 

The  provision  would  apply  in  cases  of  deaths  occurring  in  or  after 
the  year  of  enactment.  In  cases  in  which  the  disabled  worker  died  in  the 
year  the  bill  is  enacted  but  prior  to  enactment  of  the  bill,  an  application 
could  be  filed  withm  three  months  after  the  date  of  enactment  and  the 
application  would  be  deemed  to  have  been  filed  in  the  month  of  death. 

12.  Disability  benefits  afifected  by  the  receipt  oj  workmen's  compensation 
Your  committee's  bill  would  modify  present  provisions  under  which 

social  security  disability  benefits  must  be  reduced  in  some  cases  where 
the  disabled  worker  is  also  receiving  workmen's  compensation. 

Under  present  law,  when  a  disabled  worker  qualifies  for  both  work- 
men's compensation  and  social  security  disability  benefits,  the  social 
security  benefits  payable  to  him  and  his  family  are  reduced  by  the 
amount,  if  any,  that  the  total  monthly  benefits  payable  under  the 
two  programs  exceed  80  percent  of  his  average  current  earnings 
before  he  became  disabled.  A  worker's  average  current  earnings  for 
this  purpose  are  the  larger  of  (a)  the  average  monthly  earnings  used  for 
computing  his  social  security  benefits,  or  (b)  his  average  monthly 
earnings  in  employment  or  self -employment  covered  by  social  security 
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during  the  5  consecutive  years  of  highest  covered  earnings  after  1950, 
computed  without  regard  to  the  limitations  which  specify  a  maximum 
amount  of  earnings  creditable  and  taxable  under  social  security. 

The  objective  of  these  provisions  is  to  avoid  the  payment  of  com- 
bined amounts  of  social  security  benefits  and  workmen's  compensation 
payments  that  would  be  excessive  in  comparison  with  the  beneficiary's 
earnings  before  he  became  disabled.  Your  committee  recognizes,  how- 
ever, that  workmen's  compensation  is  not  solely  a  replacement  of  lost 
earnings  but  is,  in  part,  compensation  for  pain  and  loss  of  function  for 
which  the  disabled  worker  might  otherwise  secure  recompense  through 
legal  action  against  his  employer.  It  should,  therefore,  not  be  necessary 
to  limit  a  worker's  combined  social  security  disability  benefits  and 
workmen's  compensation  payments  to  less  than  he  earned  before  be- 
coming disabled.  Moreover,  your  committee  has  concluded  that  the 
present  provisions  are  unduly  restrictive  and  result  in  hardship  for 
some  disabled  workers  and  their  families.  A  worker's  total  disability 
will  usually  give  rise  to  substantial  expenses  in  addition  to  the  family's 
continuing  regular  expenditures.  Limiting  the  combined  benefits  that 
are  payable  to  80  percent  of  average  current  earnings  has  in  many 
instances  caused  a  significant  reduction  in  the  family's  standard  of  liv- 
ing in  comparison  with  the  level  attained  by  the  worker  at  the  time  of 
disablement.  A  worker's  average  current  earnings  are  calculated  for 
purposes  of  these  provisions  on  the  basis  of  his  earnings  over  a  pro- 
tracted period  of  time  rather  than  his  earnings  just  before  disablement. 
Thus,  restricting  the  family  benefits  to  80  percent  of  average  current 
earnings  may  result  in  payment  of  an  amount  below  80  percent  of  the 
earnings  level  the  worker  had  reached  at  the  time  he  became  disabled. 
Your  committee  believes  that  the  allowable  amount  of  combined 
workmen's  compensation  and  social  security  disability  benefits  should 
be  increased.  The  bill  would  therefore  raise  the  combined  payments 
allowable  to  100  percent  of  the  worker's  average  current  earnings. 

13.  Coverage  of  Federal  Home  Loan  Bank  employees 

The  Social  Security  Amendments  of  1956  provided  for  coverage  of 
employees  of  the  Federal  Home  Loan  Banks  on  condition  that  their 
retirement  system  be  coordinated  with  social  security  and  that  the 
plan  for  coordination  be  submitted  to  the  Secretary  of  Health, 
Education,  and  Welfare  and  approved  by  him  before  July  1,  1957. 
This  condition  was  not  fulfilled  within  the  prescribed  time. 

The  Federal  Home  Loan  Bank  Board  has  again  requested  that 
social  security  coverage  be  extended  to  the  employees  of  Federal 
Home  Loan  Banks,  who  number  approximately  500.  These  employees 
are  eligible  for  retirement  coverage  under  the  Savings  Association 
Retirement  Fund  which  your  committee  is  informed  now  provides 
coverage  that  is  coordinated  with  the  benefits  provided  under  the 
social  security  program. 

The  bill  would  extend  coverage  to  all  current  and  future  employees 
of  the  Federal  Home  Loan  Banks  for  years  after  1970.  Persons  who  are 
Bank  employees  on  January  1,  1971,  would  also  have  their  service 
after  1965  covered,  but  only  if  the  social  security  contributions  on 
account  of  such  service  are  paid  by  July  1,  1971,  or  by  such  later  date 
as  may  be  provided  under  an  agreement  entered  into  between  the 
Banks  and  the  Secretary  of  the  Treasury. 
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14'  Coverage  of  policemen  and  firemen  in  Idaho 

The  bill  would  make  applicable  to  the  State  of  Idaho  the  provision  in 
the  Social  Security  Act  which  makes  social  security  coveraore  available, 
in  certain  jurisdicri'jns  specifically  named  in  the  law.  to  poUcemen  and 
firemen  who  are  in  positions  covered  imder  a  State  '"-r  I^cal  retirement 
system,  on  much  the  same  basis  as  to  other  persv":>  ler  rethement 
systems.  Under  present  law.  the  provision  applies  tu  19  States.  Puerto 
Rico,  and  to  all  interstate  instrumentalities.  The  19  States  which  are 
now  included  in  the  provision  are  Alabama,  Calif omia._Florida,  Geor- 
gia. Hawaii.  Kansas.  Maine.  Maryland.  Xew  York.  INorth  Ca^rolina, 
North  Dakota.  Oregon,  South  Carolina.  South  Dakota.  Tennessee, 
Texas.  Vermont,  Virginia,  and  Wasliington. 

In  Idaho  and  in  otl^r  States  not  named  in  the  law,  social  security 
coverage  is  not  available  to  p'^liiemen  who  are  in  positions  covered 
under  a  State  or  local  retii^ernenr  system.  It  is  available  for  firemen 
under  a  retirement  system  m  these  States,  Iv.i:  r  nly  if  special  conditions 
set  forth  in  the  Federal  law  are  met.  The  G:- ernor  of  the  State  must 
certify  that  the  overall  benefit  prorecn:::  the  group  of  firemen 
which  would  be  brought  under  cover^ige  jmLI  be  inipr^jved  by  reason 
of  the  extension  of  coverage  to  the  group,  and  coverage  can  be  extended 
only  by  means  of  a  referendum  in  which  only  firemen  may  vote. 

15.  Coverage  of  certain  hospital  employees  in  Xeii:  Menco 

Yotir  committee's  bill  would  or^  o"  the  State  of  Xew  Mexico,  at 
any  time  prior  to  Jamiary  1,  1971  \  :  vide  social  security  coverage, 
under  its  coverage  agreeniro.:  ^o:':  .::e  :-^ecretary  of  Health.  Education, 
and  VTcltare.  for  employee;  /:  ./::.oin  public  hospitals  ^rithout  regard 
to  the  provisions  of  the  Social  ."^c  : unry  Act  vhich  specify  the  conditions 
under  which  a  State  may  bring  a  group  of  employees  under  social 
security  coverage. 

As  a  result  of  a  misunderstanding  ^nthin  the  State,  certain  hospital 
employees  were  covered  under  the  Xew  Mexico  Public  Employees 
Retkement  Association  for  a  short  period  of  time,  although  the 
coverage  was  uinntended  as  far  as  the  hospital  and  the  hospital  em- 
ployees were  concerned.  Tins  period  of  coverage  under  the  State 
retirement  system  presents  a  serious  obstacle  to  obtaining  social 
security  coverage  for  the  emrl  vec-  in  question  because  of  the  provi- 
sions of  the  Social  Secuiity  Ai:  :  i:iat  are  de-ii-ned  to  protect  the  rights 
of  such  employees  against  the  replaceme:  verage  tmder  a  State 

or  local  govermnent  retirement  system  by  ^C'cial  sectirity  coverage. 
The  imtisual  sittiation  in  Xew  Mexico  is  not  the  tyj^e  of  situation  to 
wliich  these  provisions  designed  to  provide  safeguards  for  retirement 
system  members  were  directed. 

16.  Childhood  disability  benefits  for  those  disabled  before  age  22 

Your  committee's  bill  would  improve  disabiUty  protection  for 
persons  who  become  totally  disabled  before  reaching  an  age  at  which 
they  are  likely  to  be  self-supportmg.  Under  present  law.  social  security 
benefits  are  ])rovided  for  the  chikl  of  an  insured  deceased,  disabled, 
or  retired  worker  until  the  child  attains  age  IS  or.  if  attending  school, 
age  22.  Also,  a  son  or  daughter  of  an  insured  worker  can  qualify  for 
childhood  disability  benefits  if  he  has  been  continuotisly  totally  dis- 
abled since  before  age  18  and  is  still  disabled  after  the  worker  dies  or 
becomes  entitled  to  social  security  benefits.  Your  committee's  bih 
would  permit  the  payment  of  childhood  disability  benefits  to  such  a 
son  or  daughter  who  becomes  totalh'  disabled  before  age  22. 
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When  total  disability  arises  between  ages  18  and  22  the  disabled 
son  or  daughter  generally  continues  to  be  dependent  on  his  parents. 
Your  committee  believes  that  it  is  appropriate  and  desirable  to  pro- 
vide social  security  benefits  in  such  cases  should  the  insured  parent 
die,  become  disabled,  or  retire. 

The  provision  for  benefits  for  people  disabled  since  before  age  22 
would  be  applicable  not  only  prospectively  but  also  in  the  case  of 
people  who  have  already  met  the  conditions  proposed  for  entitlement 
to  benefits  and  would  be  effective  with  respect  to  benefits  for  months 
after  December  1970.  About  13,000  people — disabled  children  and 
their  mothers — would  immediately  become  eligible  for  benefits.  About 
$10  million  in  additional  benefits  would  be  paid  out  during  the  first  12 
months. 

17.  Penalty  for  furnishing  false  information  to  obtain  a  social  security 

number 

Under  present  law,  criminal  penalties  are  provided  for  any  person 
who  makes  a  false  representation  to  obtain  payment  of  social  security 
benefits  which  are  not  due  him.  These  penalties  may  be  applied,  for 
example,  if  a  person  attempts  to  get  benefits  based  on  his  own  earnings 
under  more  than  one  social  security  number,  or  to  avoid  having  his 
benefits  withheld  under  the  retirement  test  by  drawing  benefits  under 
one  number  while  continuing  to  work  for  high  earnings  under  a  false 
name  and  another  number,  or  to  continue  to  draw  disability  benefits 
while  engaged  in  substantial  gainful  employment  under  another 
name  and  number.  Penalties  are  not  provided  in  the  social  security 
law  for  those  individuals  who  give  false  information  in  order  to  secure 
multiple  social  security  numbers  with  an  intent  to  conceal  their  true 
identities. 

The  use  of  false  names,  aided  by  a  social  security  number  issed  in 
false  names,  has  led  to  a  number  of  problems  in  both  private  business 
and  the  administration  of  Government  programs.  Therefore,  the  bill 
would  provide  criminal  penalties  if  an  individual,  with  intent  to  de- 
ceive the  Secretary  of  Health,  Education,  and  Welfare  as  to  his  true 
identity  knowingly  and  willfully  furnishes  false  information  on  an 
application  for  a  social  security  number  for  the  purpose  of  obtaining 
more  than  one  number  or  of  establishing  a  social  security  record 
under  a  different  name.  The  penalty  would  not  be  applicable,  however, 
if  the  person  obtaining  more  than  one  social  security  number  provides 
sufficient  information  to  permit  the  Social  Security  Administration 
to  identify  all  the  numbers  issued  to  such  person  so  that  all  of  his 
wage  credits  may  be  combined. 

18.  Guarantee  that  no  family  would  have  its  total  family  benefits 

decreased  as  a  result  of  an  increase  in  the  worker^ s  benefit 
In  the  past  when  general  benefit  increases  have  been  enacted  it  has 
been  possible,  in  certain  cases,  for  a  family  that  comes  on  the  benefit 
rolls  after  the  increase  is  effective  but  is  entitled  to  retroactive  benefits 
in  the  period  before  the  increase  is  effective  to  have  the  total  family 
benefits  decreased  slightly.  Such  a  decrease  can  also  occur  under 
present  law  when  a  worker's  benefit  is  increased  as  a  result  of  a  recom- 
putation  of  his  benefit  amount  to  include  additional  earnings.  Those 
decreases  occur  in  cases  where  the  family  maximum  provision  applies 
and  the  worker's  benefit  is  actuarially  reduced  (because  it  started 
before  age  65). 
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A  special  provision  was  included  in  the  1969  amendments  to  prevent 
a  decrease  in  total  family  benefits  from  occurring  under  the  general 
benefit  increase  that  was  included  in  those  amendments.  But  the 
provision  was  only  temporary  in  effect — it  applied  only  to  the  general 
benefit  increase  under  the  1969  amendments,  and  did  not  apply  to 
earnings  recomputation  cases.  There  is  a  need,  therefore,  for  a  perma- 
nent provision  that  would  apply  to  future  general  benefit  increases  and 
also  to  increases  resulting  from  earnings  recomputations.  Such  a  pro- 
vision is  included  in  your  committee's  bill. 

Under  the  provision,  no  famil}^  would  have  its  total  family  benefits 
decreased  because  of  an  increase  in  the  worker's  benefit  resulting  from 
the  5-percent  general  benefit  increase  that  would  be  provided  by  the 
bill  or  from  any  general  benefit  increase  that  may  be  enacted  in  the 
future  or  from  a  recomputation  of  the  worker's  benefit  to  include 
additional  earnings. 

B.   GENERAL  DISCUSSIOX   OF  MEDICARE,  MEDICAID,  AND  MATERNAL  AND 
CHILD   HEALTH  PROVISIONS 

1.  Coverage  under  medicare  fvogram 

(a)  Payment  under  the  medicare  frog  ram  to  mdimduals  covered  hy 
Federal  employees  health  benefits  program. — Under  present  law,  Fed- 
eral employees  and  retirees  age  65  and  over  who  are  enrolled  for  Fed- 
eral employees  health  benefits  (FEHB)  are  also  covered  under  the 
medicare  hospital  insurance  plan  (part  A)  if  they  have  worked  in 
employment  covered  by  social  security  or  railroad  retirement  and  are 
eligible  for  monthly  cash  benefits  under  these  programs.  In  addition, 
Federal  employees,  whether  or  not  eligible  for  part  A  benefits,  may 
enroll  in  the  medicare  voluntary  supplementary  medical  insurance  plan 
(part  B)  which  is  available  to  essentially  all  persons  age  65  and  over. 
Part  A  hospital  insurance  protection  under  medicare  is  earned  during 
a  person's  working  years  through  a  separate  tax  on  his  earnings  and  no 
payments  are  made  by  those  entitled  to  benefits  after  they  have  stopped 
working.  Part  B  medical  insurance  protection  is  available  at  50  percent 
of  cost,  for  which  the  enrollee  pays  a  monthly  premium — currently  $4, 
and  due  to  be  $5.30  in  July  1970 — matched  by  the  Federal  Government. 

In  contrast,  persons  Avho  are  eligible  for  health  insurance  protection 
under  a  FEHB  i^lan  continue  to  pay  the  same  premium  rates  for  their 
coverage  after  retirement  as  they  did  when  they  were  active  employees 
(although  the  coverage  may  be  more  valuable  since  older  people  use 
more  medical  services) .  The  Federal  Government  currently  pays  about 
24  percent  of  the  overall  cost  of  FEHB  protection. 

Wien  the  medicare  program  was  enacted  in  1965,  it  was  intended 
that  it  would  provide  basic  health  insurance  protection  for  people  age 
65  and  over  and  that  it  would  pay  its  benefits  in  full  without  regard  to 
any  other  benefits  that  might  be  payable  under  an  employee  health 
benefits  plan.  At  the  same  time,  it  was  expected  that  such  plans  would 
adjust  their  benefit  policies  to  complement  the  protection  provided 
imder  medicare  rather  tlian  duplicating  the  benefits. 

Unlike  most  employers,  the  Federal  Government  has  not  arranged 
the  health  insurance  protection  it  makes  available  to  its  employees  age 
65  and  over  (active  or  retired)  so  that  such  protection  would  be  supple- 
mentary to  medicare  benefits. 
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Although  most  Federal  employment  covered  by  a  Federal  staff 
retirement  system  is  excluded  from  social  security  coverage,  many 
Federal  employees  become  insured  under  social  security  on  the  basis 
of  other  employment.  About  50  percent  of  retired  and  active  Federal 
employees  age  65  and  over  are  entitled  to  hospital  insurance  benefits 
under  medicare. 

Several  problems  arise  under  the  present  situation.  The  FEHB  plans 
cover  many  of  the  same  health  care  expenses  that  are  covered  under 
medicare.  In  cases  where  health  care  expenses  are  covered  under  both 
medicare  and  a  Federal  employee  plan,  the  medicare  benefits  are  paid 
first,  and  the  Federal  employee  plan  then  pays  its  benefits  in  an  amount 
which,  wlien  added  to  the  benefits  payable  under  medicare,  may  not 
exceed  100  percent  of  the  expenses  allowable  under  the  FEHB  plan. 

A  Federal  employee  who  is  covered  under  a  high-option  FEHB  plan 
as  well  as  the  medicare  plans  has  somewhat  better  protection  than  is 
afforded  under  the  FEHB  plan  alone.  But,  because  of  the  nonduplica- 
tion  clauses  in  the  FEHB  contracts,  he  does  not  derive  the  full  value  of 
the  protection  of  the  FEHB  contracts.  If  a  Federal  retiree  entitled 
under  medicare  cancels  his  enrollment  under  a  FEHB  plan  because  of 
the  high  total  cost  of  his  health  care  protection,  he  will  lose  the  high 
level  of  protection  he  previously  enjoyed  under  the  FEHB  program  at 
an  age  where  his  health  care  costs  can  be  expected  to  increase 
substantially. 

Federal  retirees  and  employees  who  are  covered  under  an  FEHB 
plan  generally  do  not  find  it  advantageous  to  enroll  in  the  medicare  vol- 
untary supplmentary  medical  insurance  plan,  because  of  the  overlap- 
ping of  FEHB  benefits  and  benefits  under  the  supplementary  plan. 
Thus,  Federal  retirees  and  employees  do  not  receive  the  advantage, 
available  to  virtually  all  other  persons  age  65  and  over,  of  the  50-per- 
cent Government  contribution  toward  the  cost  of  the  protection  under 
the  supplementary  medical  insurance  program. 

In  order  to  assure  a  better  coordinated  relationship  between  the 
FEHB  program  and  medicare  and  to  assure  that  Federal  employees 
and  retirees  age  65  and  over  will  eventually  have  the  full  value  of  the 
protection  offered  under  medicare  and  FEHB,  your  committee's  bill 
would  provide  that  effective  January  1,  1972,  the  medicare  program 
(both  parts  A  and  B)  w^ould  not  pay  for  any  otherwise  covered  service 
if  such  service  is  covered  under  a  FEHB  plan.  This  provision  w^ould 
not  go  into  effect  (or  would  be  suspended,  if  already  in  effect)  if  the 
Secretary  of  Health,  Education,  and  Welfare  certifies  that  the  FEHB 
program  has  been  so  modified  as  to  assure  that  there  is  available  to 
each  Federal  employee  or  retiree  age  65  and  over  one  or  more  Federal 
health  benefit  plans  which  offer  protection  supplementing  the  com- 
bined protection  of  parts  A  and  B  of  medicare,  and  the  i>rotection  of 
part  B  alone  and  that  the  'Government  is  making  a  contribution  toward 
the  health  insurance  of  each  Federal  employee  or  retiree  age  65  and 
over,  which  is  at  least  equal  to  the  contribution  it  makes  for  high  option 
coverage  under  Government-wide  FEHB  plans.  This  contribution 
could  be  in  the  form  of  a  Federal  contribution  toward  the  supple- 
mentary FEHB  protection  or  a  payment  to  or  on  behalf  of  such  em- 
ployee or  retiree  to  offset  the  cost  of  his  purchase  of  medicare  protec- 
tion, or  a  combination  of  the  two.  It  is  the  hope  and  the  intent  of  your 
committee  that  the  Secretary  will  be  able  to  make  this  certification 
before  January  1972. 

44-345  O— 70  3 
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(h)  Hospital  insurance  henefits  for  iminsured  individuals  not  eligi- 
hle  under  present  transitional  provision. — Present  law  provides  hos- 
pital insurance  protection  under  the  "special  transitional  provision'' 
for  people  who  are  not  qualified  for  cash  benefits  under  the  social  se- 
curity or  railroad  retirement  program.  (The  provision  excludes  an 
active  or  retired  Federal  employee,  or  the  spouse  of  such  an  employee, 
who  is  covered  or  could  have  been  covered  under  the  provisions  of  the 
Federal  Employees  Health  Benefits  Act  of  1959 ;  aliens  residing  in  the 
United  States  for  less  than  5  years ;  and  people  who  have  been  convicted 
of  a  crime  against  the  security  of  the  United  States,  including  sabotage, 
espionage,  treason,  etc.)  The  "special  transitional  provision''  covers 
people  Avho  are  not  qualified  for  cash  benefits  under  the  social  security 
or  railroad  retirement  program  and  who  reached  age  65  before  1968 
even  though  they  had  no  work  under  social  security  (or  in  the  railroad 
industry).  Those  who  attained  or  Avill  attain  age  65  after  1967  must 
have  had  specified  amounts  of  work  under  these  programs  in  order 
to  be  eligible  for  hospital  insurance  protection.  The  transitional  provi- 
sion will  phase  out  as  of  1974  as  persons  attaining  age  65  in  those 
years  must  be  insured  for  cash  benefits  under  one  of  the  two  programs 
in  order  to  be  eligible  for  hospital  insurance  protection. 

Since  the  transitional  provision  is  designed  to  provide  hospital  in- 
surance coverage  for  only  a  part  (though  a  large  part)  of  the  unin- 
sured aged  and  to  eventually  phase  out,  a  portion  of  the  aged,  though 
small  in  number  (as  of  January  1,  1970,  this  portion  numbered  ap- 
proximately 305,000  or  II/2  percent  of  the  aged  population),  are  and 
will  be,  for  one  reason  or  another,  excluded  from  hospital  insurance 
coverage.  (The  305,000  people  include  55,000  recent  immigrants,  who 
would  continue  to  be  excluded  from  coverage;  145,000  active  or  retired 
Federal  employees,  who  are  not  eligible  for  the  transitional  provisions ; 
and  105,000  others.)  Although  these  ineligibles  include  a  substantial, 
number  of  people  who  were  eligible  for  social  security  coverage  but 
who  did  not  elect  (or  whose  employers  did  not  elect)  to  be  covered 
(including  employees  of  State  and  local  governments),  they  also 
include  several  other  groups :  ( 1 )  wives  who  have  never  worked  under 
covered  employment  and  whose  husbands  are  eligible  for  hospital 
insurance  under  the  transitional  provision,  (2)  women  who  are  not 
insured  on  their  own  account  and  who  cannot  qualify  for  dependent's 
benefits  (such  as  dependent  aged  sisters  of  insured  workers  and  the 
dependents  of  uninsured  workers),  and  (3)  workers,  such  as  agricul- 
tural and  domestic  workers,  ivhose  earnings  may  have  been  so  low  or 
sporadic  they  were  unable  to  acquire  insured  status. 

Further,  it  has  become  very  difficult  for  many  in  this  group  to  obtain 
private  hospital  insurance  comparable  to  coverage  under  medicare. 
Since  the  passage  of  the  medicare  law,  private  insurance  companies 
have  generally  changed  their  hospital  insurance  plans  available  to  peo- 
ple age  65  and  over  to  make  their  coverage  complementary  to  medi- 
care. While  there  is  generally  some  type  of  hospital  insurance  available 
to  persons  age  65  and  over,  most  of  that  which  is  offered  is  in  the  form 
of  specified  cash  payment  insurance,  paying  from  $25  to  $200  per  week 
for  limited  periods  of  hospitalization.  Few  private  health  insurance 
companies  offer  their  regular  hospital  expense  plans  to  the  aged. 

Your  committee's  bill  would  make  available  hosi)ital  insurance  cov- 
erage on  a  voluntary  basis  to  persons  age  65  and  over  who  are  not 
entitled  to  such  coverage  under  existing  law.  A  State  or  any  other  pub- 
lic or  private  organization  would  be  permitted  to  purchase  such  pro- 
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tection  on  a  group  basis  for  its  retired  or  active  employees  age  65  and 
over.  The  intent  is  that  the  cost  of  such  coverage  would  be  fully 
financed  by  those  who  elect  to  enroll  for  this  protection.  Enrollees 
would  pay  a  monthly  premium  based  on  the  cost  of  hospital  insurance 
protection  for  the  uninsured  group;  such  premium  would  be  $27  a 
month  beginning  w^ith  January  1971  and  up  to  and  including  June 
1972,  and  would  be  recomputed  each  year  and  increased  in  the  same 
proportion  as  the  inpatient  hospital  deductible.  The  same  restrictions 
on  enrollment  and  reenrollment  (including  a  10-percent-per-year 
charge  for  late  enrollment)  would  apply  as  now  apply  to  enrollment 
for  supplementary  medical  insurance  (including  the  changes  in  such 
enrollment  provisions  made  by  other  provisions  in  the  bill) ,  Aliens  who 
have  been  convicted  of  certain  subversive  crimes  would  be  excluded 
from  participation  under  this  provision,  just  as  they  are  excluded  from 
enrolling  for  supplementary  medical  insurance. 

Your  committee's  bill  also  would  require  that  in  order  for  persons  to 
be  eligible  to  enroll  for  hospital  insurance  they  must  be  enrolled  for 
supplementary  medical  insurance.  Those  persons  Avho  have  failed  to 
enroll  for  supplementary  medical  insurance  within  the  3-year  enroll- 
ment limit  as  prescribed  by  present  law  w^ould  be  able,  under  another 
provision  in  your  committee's  bill  to  meet  this  requirement  since  they 
would  no  longer  be  excluded  from  enrolling  for  supplementary  medi- 
cal insurance.  If  a  person  terminates  his  supplementary  medical  in- 
surance, his  hospital  insurance  coverage  under  this  provision  would 
be  automatically  terminated  effective  the  same  date  as  his  supple- 
mentary medical  insurance  termination.  Your  committee  believes  that 
such  a  restriction  is  necessary  to  reduce  the  possibility  of  excessive 
utilization  of  the  more  expensive  hospital  insurance  coverage  as  might 
occur  if  an  individual  Avere  enrolled  for  hospital  insurance  (covering 
primarily  institutional  care)  but  not  for  supplementary  medical  in- 
surance (covering  primarily  outpatient  care) . 

The  effective  date  for  coverage  provided  under  this  provision  would 
be  January  1, 1971. 

2.  IrrbfTOvements  in  the  operating  effectiveness  of  the  medicare^ 
medicaid,  and  maternal  and  child  health  programs 
(a)  Limitation  on  Federal  j^articipation  for  capital  expenditures. — 
lender  title  XVIII  depreciation  on  buildings  and  equipment,  and  inter- 
est on  loans  used  to  acquire  them,  are  reimbursable  as  part  of  the  cost 
of  providing  services  to  medicare  beneficiaries.  Such  reimbursement 
is  paid  without  regard  to  whether  the  items  were  constructed  or  pur- 
chased in  conformity  with  any  type  of  health  facility  planning  re- 
quirement. Similarly,  reimbursement  on  a  cost  basis  for  inpatient 
hospital  services  provided  under  titles  V  (maternal  and  child  health) 
and  XIX  (medicaid)  of  the  Social  Security  Act  includes  a  recognition 
of  certain  capital  costs  without  regard  to  conformance  to  planning 
requirements. 

There  are  few  aspects  of  the  health  care  system  in  the  United  States 
which  have  been  so  thoroughly  explored  as  the  need  for  comprehensive 
areawide  planning  for  the  development  and  utilization  of  all  types  of 
health  care  facilities.  But  the  acceptance  of  the  i:)urposes  of  State  and 
areawide  health  facility  planning  has  not  always  been  matched  by  pur- 
poseful application  of  the  incentives  required  to  achieve  the  end  result 
of  such  planning.  Thus,  while  a  significant  amount  of  Federal  money 
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is  currently  being  expended  under  the  comprehensive  health  planning 
provisions  of  the  Public  Health  Service  Act  in  the  interest  of  further- 
ing health  facility  planning  at  the  State  and  local  levels,  Federal  funds 
are  being  expended  for  health  services  provided  under  medicare,  medic- 
aid, and  the  maternal  and  child  health  programs  without  regard  to 
whether  the  facilities  providing  the  services  are  cooperating  in  such 
health  facility  planning.  Your  committee  believes  that  the  connection 
between  sound  health  facility  planning  and  the  prudent  use  of  capital 
funds  must  be  recognized  if  any  significant  gains  in  controlling  health 
costs  are  to  be  made.  Thus,  your  committee  believes  it  is  necessary  to 
assure  that  medicare,  medicaid,  and  the  maternal  and  child  health 
programs  are  consistent  with  State  and  local  health  facility  planning 
efforts,  in  order  to  avoid  paying  higher  costs  unnecessarily  in  the  future 
where  these  costs  result  from  duplication  or  irrational  grow^th  of  health 
care  facilities. 

At  present,  efforts  are  being  made  on  the  Federal,  State,  and  local 
levels  to  assure  that  the  need  for  the  expansion  and  modernization  of 
health  facilities  is  evaluated,  coordinated,  and  planned  on  a  rational 
and  controlled  basis.  At  the  Federal  level,  comprehensive  health  plan- 
ning legislation  provides  for  Federal  grants  for  the  establishment  and 
funding  of  areawide  and  comprehensive  State  health  care  planning 
agencies.  Currently,  all  50  States,  the  District  of  Columbia,  and  five 
territories  have  State  comprehensive  health  care  planning  agencies. 
On  the  areawide  level,  106  planning  agencies  are  receiving  Federal 
grants:  10  of  such  agencies  are  operational.  It  is  estimated  that  113 
areawide  planning  agencies  will  be  receiving  grants  by  the  end  of 
June  and  that  35  of  such  agencies  will  be  operational. 

To  avoid  the  use  of  Federal  funds  to  support  unjustified  capital 
expenditures  and  to  support  health  facility  and  health  services  plan- 
ning activities  in  the  various  States,  your  committee's  bill  author- 
izes the  Secretary  of  Health,  Education,  and  Welfare  to  withhold  or 
reduce  reimbursement  amounts  to  providers  of  services  under  title 
XVIII  for  depreciation,  interest,  and,  in  the  case  of  proprietary  pro- 
viders, a  return  on  equity  capital,  related  to  certain  capital  expendi- 
tures that  are  determined  to  be  inconsistent  with  State  or  local  health 
facility  plans.  (Similar  authority  would  be  provided  Avith  respect  to 
the  Federal  share  of  payment  for  inpatient  hospital  care  under  titles 
y  and  XIX.)  Capital  expenditures  for  the  purposes  of  this  provision 
include  expenditures  (1)  for  plant  and  equipment  in  excess  of  $100,- 
000 ;  (2)  which  change  the  bed  capacity  of  the  institution ;  or  (3)  which 
substantially  change  the  services  provided  by  the  institution.  The 
Secretary  would  take  such  action  on  the  basis  of  findings  and  recom- 
mendations submitted  to  him  by  various  qualified  planning  agencies. 
If  he  determines,  however,  after  consultation  w^ith  an  appropriate 
national  advisory  council,  that  a  disallowance  of  capital  expenses 
would  be  inconsistent  with  effective  organization  and  delivery  of 
health  services  or  effective  administration  of  titles  V,  XVIII,  or  XIX, 
he  would  he  authorized  to  allow  such  expenses. 

The  Secretary  would  be  authorized  to  enter  into  agreements  with 
the  States  under  which  designated  planning  agencies  Avould  submit 
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their  findings  and  recommendations  (along  with  those  of  other  qual- 
ified planning  agencies)  with  respect  to  proposed  capital  expendi- 
tures that  are  inconsistent  with  the  plans  developed  by  such  agencies. 
(All  such  health  facility  and  health  services  planning  agencies  must 
have  governing  bodies  or  advisory  bodies  at  least  half  of  whose  mem- 
bers represent  consumer  interests.)  The  Secretary  would  be  authorized 
to  pay  from  the  Federal  Hospital  Insurance  Trust  Fund  the  reasonable 
costs  incurred  by  the  planning  agencies  in  preparing  and  forwarding 
findings  and  recommendatio-ns.  The  bill  would  in  no  way  change  the 
autonomy  or  authority  of  existing  State  or  local  plannuig  agencies, 
or  the  relationships  between  such  agencies,  either  within  States  or 
across  State  lines. 

These  limitations  would  be  effective  with  respect  to  obligations  for 
capital  expenditures  incurred  after  June  "30,  1971,  or  earlier,  if  re- 
quested by  the  State. 

(b)  Report  o)i  pi  mi  for  prospective  rehnbursement ;  experiments 
and  demonstration  projects  to  develop  incentives  for  economy  in  the 
provision  of  health  sei^vices. — ITnder  present  law,  institutional  pro- 
viders furnishing  covered  services  to  medicare  beneficiaries  are  paid 
on  the  basis  of  the  reasonable  cost  of  such  services.  Payment  on  this 
basis,  with  retroactive  corrective  adjustments,  is  consistent  with  the 
long  history  of  public  and  private  third  party  agency  reimbursement 
for  institutional  health  care  on  a  cost  basis.  However,  as  experience 
under  the  medicare,  medicaid,  maternal  and  child  health,  and  other 
tliird  party  programs  has  clearly  demonstrated  there  is  little  incentive 
to  contain  costs  or  to  produce  the  services  in  the  most  efficient  and 
effective  manner. 

Your  committee  believes  that  payment  determined  on  a  prospective 
basis  olTers  the  promise  of  encouraging  institutional  policymakers  and 
managers,  through  positive  financial  incentives,  as  well  as  the  risk 
of  possible  loss  inherent  in  that  method,  to  plan,  innovate  and  gen- 
erally to  manage  effectively  in  order  to  achieve  greater  financial  reward 
for  the  provider  as  well  as  a  lower  total  cost  to  the  programs  involved. 
Prospective  reimbursement  differs  from  the  present  method  of  reim- 
bursement in  that  a  rate  of  payment  is  set  in  advance  of  the  period 
over  which  the  rate  is  to  apply.  The  theory  is  that  once  the  rate  is  set  a 
])rovider  will  institute  cost  saving  measures  which  will  maximize  the 
difference  between  its  actual  costs  and  the  higher  prospective  rate. 
This  difference  could  be  expressed  as  the  "profit."  Of  course,  if  the 
provider's  costs  turned  out  to  be  higher  than  the  prospective  rate, 
there  would  be  a  loss.  Theoretically,  this  approach  to  reimbursement 
introduces  incentives  not  present  under  the  existing  reimbursement 
method  which,  since  it  tends  to  pay  whatever  the  costs  turn  out  to  be, 
provides  no  incentives  for  efficiency. 

However,  your  committee  is  well  aware  that  in  considering  such  a 
fundamental  change  in  the  present  reimbursement  method,  possible 
disadvantages  as  well  as  the  potential  advantages  must  be  taken  into 
account.  While  it  is  clear  for  example,  that  prospective  rate  setting- 
will  provide  incentives  for  health  care  institutions  to  keep  costs  at  a 
level  no  higher  than  the  rates  set,  it  is  not  clear  that  the  rates  set  would 
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result  in  government  reimbursement  at  levels  lower  than,  or  even  as 
low  as,  that  which  would  result  under  the  present  retroactive  cost  find- 
ing approach.  Providers  could  be  expected  to  press  for  a  rate  that 
would  cover  all  the  costs,  including  research  costs  and  bad  debts,  as 
well  as  margins  of  safety  in  the  prospective  rates  that  might  result  in 
reimbursement — if  their  requests  were  met — in  excess  of  the  costs  that 
would  have  been  reimbursed  under  the  present  approach.  Moreover, 
any  excess  of  reimbursement  over  costs  to  voluntary  providers  would 
probably  be  used  to  exj^and  services,  and  the  new  level  of  expenditures 
might  be  reflected  in  setting  higher  prospective  rates  for  future  years. 

Also  to  be  considered  is  the  fact  that  under  prospective  reimburse- 
ment it  will  be  necessary  to  take  steps  to  assure  that  providers  do  not 
cut  back  on  services  necessary  to  quality  care  in  order  to  keep  actual 
costs  down  and  thus  increase  the  difference  between  costs  and  the  pro- 
spective rate  established.  The  development  of  adequate  and  widely- 
agreed-upon  measures  of  quality  of  care  will  clearly  be  needed  to 
provide  that  assurance  and  should  be  immediately  developed  by  the 
Department. 

In  view  of  the  far-ranging  implications  of  such  a  change  in  the 
approach  to  reimbursement,  your  committee's  bill  provides  for  a  pe- 
riod of  experimentation  under  titles  XVIII,  XIX  and  V  with  various 
alternative  methods  and  techniques  of  prospective  reimbursement. 
It  is  the  intent  of  your  committee  that  experimentation  be  conducted 
with  a  view  to  developing  and  evaluating  methods  and  techniques  that 
will  stimulate  providers  through  positive  financial  incentives  to  use 
their  facilities  and  personnel  more  efficiently,  thereby  reducing  their 
own  as  well  as  program  costs  while  maintaining  or  enhancing  the 
quality  of  the  health  care  provided. 

The  experiments  and  demonstration  projects  directed  to  be  carried 
out  under  this  provision  are  to  be  of  sufficient  scope  and  on 
a  wide  enough  scale  to  give  assurance  that  the  results  would  obtain 
generally  (but  not  so  large  or  comprehensive  as  to  commit  the  pro- 
grams to  any  prospective  payment  system  either  locally  or  nationally) . 
No  experiment  or  demonstration  project  is  to  be  undertaken  by  the 
Secretary  until  he  consults  with  and  takes  into  consideration  the  advice 
and  recommendations  of  recognized  specialists  in  the  health  care  field 
who  are  qualified  and  competent  to  evaluate  the  feasibility  of  any  given 
experiment  or  demonstration  project. 

Under  your  committee's  bill,  the  Secretary  would  be  required  to  sub- 
mit to  the  Congress  no  later  than  July  1,  1972,  a  full  report  of  the 
results  of  the  experiments  and  demonstration  projects,  as  well  as  an 
evaluation  of  the  experience  of  other  programs  with  respect  to 
prospective  reimbursement.  The  report  is  to  include  detailed  recom- 
mendations with  respect  to  the  specific  methods  that  might  be  used 
in  the  full  implementation  of  a  prospective  reimbursement  system. 

Although  recognizing  the  promise  and  potential  offered  by  prospec- 
tive reimbursement  your  committee  does  not  wish  to  preclude  experi- 
mentation with  other  forms  of  reimbursement.  Your  committee  be- 
lieves that  a  solid  foundation  of  experience  is  required  with  all  pos- 
sible alternative  forms  of  reimbursement  before  permanent  changes 
can  be  made.  The  bill  therefore  includes  authorization  for  the  Sec- 
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retary  of  Health,  Education,  and  Welfare  to  engage  in  experiments 
and  demonstration  projects  involving  negotiated  rates,  the  use  of 
rates  established  by  a  State  for  administration  of  one  or  more  of 
its  laws  for  payment  or  reimbursement  to  health  facilities  located  in 
such  State,  and  alternative  methods  of  reimbursement  with  respect  to 
the  services  of  residents,  interns,  and  supervisory  physicians  in  teach- 
ing settings.  Authority  is  also  provided  to  make  payments,  on  an  ex- 
perimental or  demonstration  project  basis,  to  organizations  and  in- 
stitutions for  services  which  are  not  currently  covered  under  titles  Y, 
XVIII,  XIX,  and  which  are  incidental  to  services  covered  under  the 
programs,  if  the  inclusion  of  the  additional  services  would  offer  the 
promise  of  program  savings  without  any  loss  in  the  quality  of  care. 
The  bill  would  also  authorize  experimentation  with  the  use  of  areawide 
or  community  wide  utilization  review^  and  medical  review  mechanisms 
to  determine  whether  they  would  bring  about  more  effective  controls 
over  excessive  utilization  of  services. 

The  Secretary  is  to  submit  to  the  Committee  on  Ways  and  Means  and 
the  Committee  on  Finance  plans  for  each  experiment  or  project, 
authorized  under  these  provisions,  a  description,  in  detail,  of  its  nature, 
methodology,  and  objectives.  The  intent  is  that  there  be  an  opportunity 
for  congressional  study  before  the  experiment  or  project  is  put  into 
operation. 

These  provisions  will  be  effective  upon  enactment  of  the  bill. 

(c)  Limitations  on  coverage  of  costs  under  the  medicare  program. — 
Your  committee  is  mindful  of  the  fact  that  costs  can  and  do  vary  from 
one  institution  to  another  as  a  result  of  differences  in  size,  in  the  nature 
and  scope  of  services  provided,  the  type  of  patient  treated,  the  location 
of  the  institution  and  various  other  factors  affecting  the  efficient  de- 
livery of  needed  health  services.  Your  committee  is  also  aware,  how- 
ever, that  costs  can  vary  from  one  institution  to  another  as  a  result  of 
variations  in  efficiency  of  operation,  or  the  provision  of  amenities  in 
plush  surroundings.  Your  committee  believes  that  it  is  undesirable 
from  the  standpoint  of  those  who  support  Government  mechanisms 
for  financing  health  care  to  reimburse  health  care  institutions  for 
costs  that  flow  from  marked  inefficiency  in  operation  or  conditions  of 
excessive  service. 

To  the  extent  that  differences  in  provider  costs  can  be  expected  to 
result  from  such  factors  as  the  size  of  the  institution,  patient  mix, 
scope  of  services  offered  or  other  economic  factors,  wide,  but  not  un- 
limited recognition  should  be  given  to  the  variations  in  costs  accepted 
as  reasonable.  However,  data  frequently  reveals  wide  variations  in 
costs  among  institutions  that  can  only  be  attributable  to  those  elements 
of  cost  that  would  ordinarily  not  be  expected  to  vary  substantially  from 
one  institution  to  another. 

In  commenting  on  the  wide  variations  in  per  diem  direct  expenses 
for  hospitals  in  New  York  City,  J.  Douglas  Colman,  president  of  the 
Associated  Hospital  Service  of  New  York,  noted  in  a  i)aper  prepared 
in  connection  with  the  National  Conference  on  INIedical  Costs  held  on 
June  27-28, 1967;  that: 

Some  of  the  variations  can  be  explained  by  varying  characteristics  of  the  pa- 
tient census,  by  location,  by  scope  of  services  offered,  or  by  variations  in  the 
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efficiency  of  physical  plant.  But  none  of  these,  nor  any  combination  of  them, 
satisfactorily  account  for  the  range  of  variation  shown.  For  example,  the  range 
for  voluntary  teaching  hospitals  in  New  York  City  alone  is  from  38  percent  above 
to  20  percent  below  the  median  per  diem  cost  for  this  group  of  hospitals.  One 
must  conclude  that  at  least  a  part  of  this  variation  reflects  variations  in  efficiency. 

The  data  being  cited  by  Mr.  Colman  indicated  that  direct  costs  of 
"hotel"  services  (food  and  room  costs)  in  hospitals  in  New  York  City 
varied  from  $17  to  $32  per  patient  day  with  a  median  of  $23,  but  three 
hospitals  were  at  the  level  of  $30  or  more,  more  than  25  percent  above 
the  median.  Nursing  service  costs  varied  from  $11  to  $20  per  patient 
day  with  a  median  of  $12  and  the  hospital  with  the  highest  nursing 
costs  had  nursing  costs  almost  $3  per  day  above  the  hospital  with  the 
next  highest  nursing  costs. 

Where  the  high  costs  do  in  fact  flow  from  the  provision  of  services 
in  excess  of  or  more  expensive  than  generally  considered  necessary  to 
the  efficient  provision  of  appropriate  patient  care,  patients  may  never- 
theless desire  such  services.  It  is  not  the  committee's  view  that  if  pa- 
tients desire  unusually  expensive  service  they  should  be  denied  the  serv- 
ice. However,  it  is  unreasonable  for  medicare  or  medicaid  (which  are 
financed  by  almost  all  people  in  the  country  rather  than  the  patient  or 
community  that  wants  the  expensive  services)  to  pay  for  it. 

Similarly,  when  the  high  costs  flow  from  inefficiency  in  the  delivery 
of  needed  health  care  services  the  institution  should  not  be  shielded 
from  the  economic  consequences  of  its  inefficiency.  Health  care  institu- 
tions, like  other  entities  in  our  economy,  should  be  encouraged  to  per- 
form efficiently,  and  when  they  fail  to  do  so  should  expect  to  suffer 
the  financial  consequences.  Unfortunately,  a  reimbursement  mechanism 
that  responds  to  whatever  costs  a  particular  institution  incurs  presents 
obstacles  to  the  achievement  of  these  objectives.  It  is  believed  that  they 
can  only  be  accomplished  by  reimbursement  mechanisms  that  limit 
reimbursement  to  the  costs  that  would  be  incurred  by  a  reasonably  pru- 
dent and  cost-conscious  management. 

Present  law  provides  authority  to  disallow  incurred  costs  that  are 
not  reasonable.  However,  there  are  a  number  of  problems  that  inhibit 
effective  exercise  of  this  authority.  The  disallowance  of  costs  that  are 
substantially  out  of  line  with  those  of  comparable  providers  after  such 
costs  have  been  incurred  creates  financial  uncertainty  for  the  provider, 
since,  as  the  system  now  operates,  the  provider  has  no  way  of  knowing 
until  sometime  after  it  incurs  expenses  whether  or  not  they  will  be  in 
line  with  expenses  incurred  by  comparable  providers  in  the  same  pe- 
riod. Furthermore,  present  law  generally  limits  exercise  of  the  author- 
ity to  disallow  costs  to  instances  that  can  be  specifically  proved  on  a 
case-by-case  basis.  Clear  demonstration  of  the  specific  reason  that  a 
cost  is  high  is  generally  very  difficult.  And,  since  a  provider  cannot 
charge  a  beneficiary  more  than  the  program's  deductible  and  coinsur- 
ance amounts  for  covered  services,  exercise  of  either  type  of  authority 
can  leave  the  provider  without  reimbursement  for  some  costs  of  items 
or  services  it  has  already  incurred  for  patients  treated  some  time  ago. 
Under  these  circumstances  the  i)rovider  would  have  to  obtain  funds 
from  some  other  source  to  make  up  for  its  deficit. 

The  proposed  new  authority  to  set  limits  on  costs  recognized  for 
certain  classes  of  providers  m  various  service  areas  differs  from 
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existing  authority  in  several  ways  and  meets  these  problems.  First,  it 
would  be  exercised  on  a  prospective,  rather  than  retrosjiective,  basis  so 
that  the  provider  would  know  in  advance  the  limits  to  Government 
recognition  of  incurred  costs  and  have  the  opportunity  to  act  to  avoid 
having  costs  that  are  not  reimbursable.  Second,  the  evaluation  of  the 
costs  necessary  in  delivering  covered  services  to  beneficiaries  would  be 
exercised  on  a  class  and  a  presumptive  basis — relatively  high  costs 
that  cannot  be  justified  by  the  provider  as  reasonable  for  the  results 
obtained  would  not  be  reimbursable — so  that  implementation  of 
the  proposed  authority  would  appear  more  feasible  than  present  au- 
thority. Third,  since  the  limits  would  be  defined  in  advance,  provision 
would  be  made  for  a  provider  to  charge  the  beneficiary  for  the  costs  of 
of  items  or  services  in  excess  of  or  more  expensive  than  those  that  are 
determined  to  be  necessary  in  the  efficient  delivery  of  needed  health 
services.  Public  notice  would  be  provided  wliere  such  charges  are  im- 
posed by  the  institution  and  the  beneficiary  would  be  specifically  ad- 
vised of  the  nature  and  amount  of  such  charges  prior  to  admission  so 
that  there  is  opportunity  for  the  public,  doctors,  and  their  medicare  pa- 
tients to  know  what  additional  payment  would  have  to  be  made. 

Your  committee  is  aware  of  the  magnitude  of  the  task  this  proposal 
will  impose  on  the  Social  Security  Administration  and  on  the  other 
components  of  the  Department  of  Health,  Education,  and  Welfare  that 
will  be  involved  in  implementing  the  authority  it  grants.  Difficulties 
will  be  encountered  as  a  result  of  deficiencies  in  the  adequacy  and  time- 
liness of  cost  data  and  as  a  result  of  limitations  in  current  methodology 
for  comparing  costs  of  health  care  institutions,  measuring  health  care 
output  and  estimating  the  costs  necessary  to  the  efficient  delivery  of 
health  care.  On  the  other  hand,  your  committee  does  not  believe  that 
the  Congress  should  delay  in  enacting  provisions  controlling  escalation 
of  hospital  and  other  health  care  costs  until  perfect  methods  of  col- 
lecting and  evaluating  cost  data  are  attained.  What  is  intended  by 
your  committee's  propos'al  is  that  limits  on  recognition  of  costs  as 
reasonable  under  medicare,  medicaid,  and  the  child  health  programs  be 
put  into  effect  to  the  extent  presently  feasible  and  that  these  limits  be 
refined  and  extended  over  time  as  developing  cost  data  and  method- 
ology permits. 

Your  committee  recognizes  that  the  initial  ceilings  imposed  will  of 
necessity  be  imprecise  in  defining  the  actual  cost  of  efficiently  deliver- 
ing needed  health  care.  And  your  committee  recognizes  that  these  pro- 
visions will  apply  to  a  relatively  quite  small  number  of  institutions.  The 
data  that  is  available  for  this  purpose  will  often  be  less  than  perfectly 
reliable — for  example,  it  may  be  necessary  to  use  unaudited  cost  reports 
or  survey  or  sampling  techniques  in  estimating  the  costs  necessary  to 
the  efficient  delivery  of  care.  Under  medicare's  administrative  system, 
however,  cost  reports  prepared  by  the  pro^dders  are  now  being  sub- 
mitted more  promptly  after  the  close  of  the  accounting  period  and 
should  be  available  for  analysis  in  the  next  year  and  for  the  estab- 
lishment of  limits  in  the  second  following  year.  Also,  the  precision  of 
the  limits  determined  from  these  data  will  VAry  with  the  degree  to 
which  excessive  costs  can  be  distinguished  from  the  provision  of  higher 
quality  or  intensity  of  care. 
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For  costs  that  would  not  generally  be  expected  to  vary  with  essential 
quality  ingredients  and  intensity  of  medical  care — for  example,  the 
costs  of  the  "hotel'-  services  (food  and  room  costs)  proA-ided  by  hos- 
pitals— the  Secretary  night  set  limits  sufficiently  aboA'e  the  average 
costs  per  patient  day  previously  experienced  by  a  class  of  hospitals 
to  make  allowance  for  differing  circumstances  and  short-term  economic 
fluctuations.  Hotel  services  may  be  easiest  to  establish  limits  for  and  be 
among  the  first  for  which  work  can  be  completed.  Attention  might  be 
given  as  well  to  laundry  costs,  medical  record  costs,  and  administration 
costs  within  the  reasonably  near  future. 

Setting  limits  on  overall  costs  per  patient  day  and  specific  costs  that 
vary  with  the  quality  and  intensity  of  care  would  be  more  difficult, 
but  the  Secretary  might  be  able  to  set  reasonable  limits  sufficiently 
above  average  costs  per  patient  day  previously  experienced  by  a  class 
of  institutions  so  that  only  cases  wnth  extraordinary  expenses  would 
be  subject  to  any  limits.  In  addition,  special  limits  could  be  estab- 
lished on  cost  elements  found  subject  to  abuse.  For  example,  the 
Secretary  might  establish  limits  on  the  level  of  standby  costs  that 
would  be  recognized  as  reasonable  under  the  program  to  prevent  Gov- 
ernment programs  from  picking  up  the  cost  of  excessive  amounts  of 
idle  capacity — particularly  relatively  high  personnel  costs  in  relation 
to  patient  loads  where  occupancy  rates  are  low — in  reimbursing  for 
services  to  covered  patients. 

Providers  would,  of  course,  have  the  right  to  obtain  reconsideration 
of  their  classification  for  purposes  of  cost  limits  applied  to  them  and  to 
obtain  relief  from  the  effect  of  the  cost  limits  on  the  basis  of  evidence 
of  the  need  for  such  an  exception. 

Providers  will  be  permitted  to  collect  costs  in  excess  of  the  medicare 
ceilings  from  the  beneficiary  (except  in  the  case  of  admission  by  a 
physician  who  has  a  direct  or  indirect  financial  interest  in  a  facility) 
where  these  costs  flow  from  items  or  services  in  excess  of  or  more  ex- 
pensive than  those  necessary  for  the  effective  delivery  of  needed  serv- 
ices, provided  all  patients  are  so  charged  and  the  iDeneficiary  is  in- 
formed of  his  liability  in  advance.  Information  on  additional  charges 
assessed  would  also  be  made  available  generally  in  the  community. 

The  determination  of  the  cost  of  the  excess  items  or  services  for 
Avhich  the  beneficiary  may  be  charged  will  be  determined  on  the  basis 
of  costs  previously  experienced  by  the  provider.  For  example,  if  costs 
for  food  services  experienced  in  1969  among  a  group  of  hospitals  in  an 
area  ranged  from  $4  to  $9  a  day  with  a  median  cost  of  $5  a  day  and 
the  limit  for  food  services  set  by  the  Secretary  for  1971  was  $7.20 
a  day,  the  hospital  previously  experiencing  costs  of  $9  a  day  could 
charge  patients  $1.80  a  day  for  food  services.  However,  should  total 
reimbursement  for  covered  services  from  the  program  plus  charges 
billed  for  such  services  exceed  actual  costs  in  any  year,  tlie  excess  will 
be  deducted  from  payments  to  the  provider.  Thus,  the  provider  would 
not  profit  from  charges  to  beneficiaries  based  on  excess  costs  in  the  i:)rior 
year. 

In  addition  it  should  be  noted  that  the  fact  that  a  provider's  costs 
are  below  the  ceilings  established  under  this  provision  will  not  exempt 
it  from  application  of  the  ceiling  of  customary  charges  where  such 
charges  are  less  than  cost  under  another  provision  in  the  committee  bill. 


35 


These  provisions  would  be  effective  with  respect  to  accounting  peri- 
ods beginning  after  the  enactment  of  the  bill. 

{d)  Limits  on  prevailing  charge  levels. — Under  present  administra- 
tive policies  under  medicare,  the  prevailing  limit  on  the  reasonable 
charge  for  a  service  is  intended,  over  the  long  run,  to  be  generally 
about  the  83d  percentile  of  customary  charges  for  that  service  in  the 
physician's  locality.  To  illustrate,  if  customary  charges  for  an  appen- 
dectomy in  a  locality  were  at  five  levels,  with  10  percent  of  the  services 
rendered  by  physicians  whose  customary  charge  was  $150,  40  percent 
rendered  by  physicians  who  charge  $200,  40  percent  rendered  by 
physicians  who  charge  $250  and  5  percent  rendered  by  physicians  who 
charge  $300  and  with  the  remaining  5  percent  rendered  by  physicians 
charging  in  excess  of  $300,  the  prevailing  limit  would  be  $250,  since 
this  is  the  level  that  would  cover  at  least  83  percent  of  the  cases.  How- 
ever, if  15  percent,  rather  than  5  percent,  of  the  services  were  rendered 
by  physicians  whose  customary  charge  was  at  the  $300  level  with  5 
percent  charging  above  that  level,  the  prevailing  charge  limit  would 
be  $300,  since  this  would  then  be  the  level  that  would  cover  at  least 
83  percent  of  the  cases. 

Customary  charges  for  services  that  are  within  the  prevailing  fee 
limit  are  generally  recognized  in  full.  (In  a  relatively  small  number  of 
situations  additional  rules  are  used  to  judge  the  reasonableness  of 
charges.) 

Your  committee  believes  that  it  is  necessary  to  move  in  the  direction 
of  an  approach  to  reasonable  charge  reimbursement  that  ties  recogni- 
tion of  fee  increases  to  appropriate  economic  indexes  so  that  the  pro- 
gram will  not  merely  recognize  whatever  increases  in  charges  are  estab- 
lished in  a  locality  but  w^ould  limit  recognition  of  charge  increases  to 
rates  that  economic  data  indicate  would  be  fair  to  all  concerned. 

Under  your  committee's  bill,  the  prevailing  charges  recognized  for 
a  locality  could  be  increased  in  fiscal  year  1972  and  in  later  years  only 
to  the  extent  justified  by  indexes  reflecting  changes  in  the  operating  ex- 
penses of  physicians  and  in  earnings  levels.  What  the  bill  provides  is  a 
limit  on  the  increases  that  would  be  recognized  on  the  basis  of  the  other 
reasonable  charge  criteria.  Increases  in  the  customary  charges  of  in- 
dividual physicians  and  in  the  charges  prevailing  among  physicians  in 
a  locality  would  continue  to  be  recognized  only  on  the  basis  of  adequate 
evidence  that  such  increases  had  been  in  effect  for  a  period  of  time.  The 
new  ceiling  on  recognition  of  increases  in  prevailing  charge  limits  that 
is  provided  would  come  into  play  only  w^hen  the  adjustments  necessary 
to  meet  increases  in  the  actual  charges  prevailing  in  a  locality  ex- 
ceeded, in  the  aggregate,  the  level  of  increase  justified  by  other  changes 
in  the  economy. 

The  Secretary  would  establish  the  statistical  methods  that  would  be 
used  to  make  the  calculations  to  establish  the  limit  on  the  increases 
allowed  by  this  provision. 

The  base  for  the  proposed  economic  indexes  would  be  calendar  year 
1969.  The  increase  in  the  indexes  that  occurs  in  a  succeeding  calendar 
year  would  constitute  the  maximum  allowable  aggregate  increase  in 
prevailing  charges  above  the  original  base  that  would  be  recognized  in 
the  fiscal  year  beginning  after  the  end  of  that  calendar  year. 
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Initially,  the  Secretary  would  be  expected  to  base  the  ceilings  for 
recognition  of  increases  in  prevailing  fee  limits  on  presently  available 
indexes  of  changes  in  consumer  prices  and  earnings  combined  in  a  man- 
ner consistent  with  available  data  on  the  ratio  of  the  expenses  of  prac- 
tice to  income  from  practice  occurring  among  self-employed  physicians 
as  a  group.  Ifj  for  example,  available  data  indicated  that  for  self- 
employed  i^hysicians  as  a  group,  expenses  of  practice  absorbed  approxi- 
mately 40  percent  of  gross  receipts  of  practice  (the  proportion  indicated 
for  1966  by  data  compiled  by  IRS  from  tax  returns),  the  Secretary 
could  determine  that  the  maximum  aggregate  increase  in  prevailing 
charge  levels  that  could  be  recognized  in  a  carrier  area  would  be  40  per- 
cent of  the  area  increase  in  the  BLS  Consumer  Price  Index  (all  items 
less  medical  care)  plus  60  percent  of  the  area  increase  in  the  earnings 
reported  to  the  social  security  program.  The  increase  in  the  BLS  Con- 
sumer Price  Index  (which  includes  a  service  component  and  other 
prices  reflecting,  to  some  degree,  office  salaries  paid  by  physicians) 
would  be  considered  to  indicate  the  justifiable  increase  in  fees  to  take 
account  of  increases  in  costs  met  by  the  physician  in  his  practice  and 
the  increase  in  earnings  would  be  considered  to  indicate  the  justifiable 
increase  in  fees  to  keep  the  physician's  earnings  in  line  with  the  earn- 
ings of  others.  Thus,  if  during  calendar  year  1970  the  area  increase  in 
prices  was  3  percent  and  the  area  increase  in  earnings  was  5  percent,  the 
allowable  aggregate  increase  in  prevailing  charges  recognized  b}'  the 
carrier  in  each  locality  during  fiscal  year  1972  would  be  4.2  percent : 

(.40X.03)  +  (.60X.05)  =.042 

The  carrier  would  apply  the  prevailing  charge  criteria  now  in  the 
law  (but  setting  the  prevailing  charge  limit  at  the  75th  percentile  of 
customary  charges  rather  than  at  the  83d  percentile  permitted  under 
present  policies)  to  data  on  charges  in  calendar  year  1970  to  determine 
the  increases  in  prevailing  charges  that  it  would  be  ap^Dropriate  to 
recognize  during  fiscal  year  1972.  In  the  illustration  cited  earlier,  where 
20  percent  of  appendectomies  in  a  locality  were  rendered  by  physicians 
who  customarily  charged  $300  or  more  and  80  percent  of  such  services 
were  rendered  by  physicians  customarily  charging  at  or  below  $250, 
the  prevailing  charge  level  for  that  service  would  be  $250  (the  level 
that  would  cover  at  least  75  percent  of  the  cases) ,  rather  than  the  pre- 
vailing charge  level  of  $300  (the  level  that  would  cover  at  least  83 
percent  of  the  cases)  that  would  be  set  under  present  policies.  If  the 
aggregate  increase  in  prevailing  charges  so  determined  was  less  than 
4.2  percent,  the  adjustments'  would  be  permitted  and  the  portion  of  the 
allowable  aggregate  increase  not  used  in  that  fiscal  year  could  be  car- 
ried forward  and  used  in  future  fiscal  years.  However,  if  the  aggregate 
increase  in  prevailing  charges  found  otherwise  appropriate  exceeded 
4.2  percent,  such  increases  would  be  reduced  to  the  extent  necessary  to 
bring  the  aggregate  of  all  increases  within  the  4.2  ceiling — ^that  is,  if 
the  new  prevailing  charge  limits  that  were  indicated  for  fiscal  year 
1972  by  the  75th  percentile  of  calendar  year  1970  charges  multiplied 
by  the  frequency  of  the  related  services  in  calendar  year  1970  exceeded, 
in  total,  the  prevailing  charge  limits  indicated  for  fiscal  year  1971  by 
the  75th  percentile  of  calendar  1969  charges  multiplied  by  the  fre- 


37 


quency  of  the  related  services  in  calendar  1969  by  8.4  percent,  then  each 
of  the  prevailing  charge  increases  indicated  for  fiscal  year  1972  by  the 
75th  percentile  of  calendar  year  1970  charges  would  be  reduced  by 
one-half  so  that  the  aggregate  increase  allowed  Avould  be  within  the 
4.2  ceiling. 

It  is,  of  course,  contemplated  under  the  bill  that  the  Secretary  would 
use,  both  initially  and  over  the  long  run,  the  most  refined  indexes  that 
can  be  developed.  However,  your  committee  believes  that  the  viability 
of  the  proposal  does  not  depend  on  a  great  deal  of  further  refinement. 
The  objectives  of  the  proposal  could  be  attained  with  equity  through 
the  use  of  an  approach  such  as  that  described  above.  This  is  so  because 
the  indexes  are  not  to  be  applied  on  a  procedure-by-procedure  basis 
that  would  raise  serious  questions  of  equity  in  absence  of  refinements  to 
take  account  of  variations  in  the  mix  of  'factors  of  production  among 
various  types  of  medical  services  and  to  take  account  of  changes  in 
productivity  with  respect  to  various  services.  Rather,  the  indexes  will 
operate  as  overall  ceilings  on  prevailing  fee  level  increases  recognized 
in  a  carrier  area  under  which  adjustments  permitted  by  the  present 
customary  and  prevailing  charge  criteria  could  be  made  to  take  account 
of  the  shifting  patterns  and  levels  of  actual  charges  in  each  locality. 
Thus,  whether  the  new  limit  on  prevailing  charges  will  actually  affect 
the  determination  of  reasonable  charges  depends  on  the  degree  to 
which  physicians'  fees  rise  in  the  future.  If  the  rise  in  fees  in  the  ag- 
gregate was  no  more  than  the  rise  in  prices  and  earnings,  the  rise  in 
fees  would  be  allowed  in  full. 

Your  committee  believes  it  desirable  to  provide  the  Secretary  with 
appropriate  leadtime  for  implementation  of  the  proposed  ceilings  on 
recognition  of  prevailing  charge  increases  and  to  provide  a  conserva- 
tive base  for  its  application.  For  this  reason,  the  committee  bill  in- 
cludes an  interim  provision  for  fiscal  year  1971  requiring,  in  effect,  an 
extension  of  present  policies  to  contain  program  costs  that  would  be 
somewhat  more  restrictive  than  those  presently  anticipated.  Under  this 
interim  provision  the  medical  charge  levels  currently  recognized  as 
prevailing  in  a  locality  could  be  increased  during  fiscal  year  1971  only 
to  the  extent  found  necessary,  on  the  basis  of  statistical  data  and 
methodology  acceptable  to  the  Secretary,  to  bring  the  charge  levels 
recognized  as  prevailing  in  a  locality  to  the  75th  percentile  of  the  cus- 
tomary charges  (weighted  by  frequency  rendered)  made  for  similar 
services  in  the  same  locality  during  calendar  year  1969.  However,  if 
currently  allowed  charges  exceed  this  75th  percentile,  no  decrease  in 
charges  would  be  required  by  the  new  legislation.  And,  as  noted  earlier, 
the  prevailing  charges  calculated  as  representing  the  75th  percentile  in 
calendar  year  1969  will  establish  the  base  from  which  the  rate  increase 
in  prevailing  charge  levels  will  be  measured.  The  economic  index  that 
would  go  into  effect  starting  with  fiscal  year  1972  would  be  applied  to 
this  base  to  establish  limits  in  future  years. 

While  tying  the  allowability  of  future  increases  in  prevailing  charges 
to  general  economic  indicators  is  an  appropriate  method  for  reasonable 
charge  determinations  with  respect  to  the  services  of  physicians,  your 
committee  believes  it  would  be  inappropriate  for  reasonable  charge 
determinations  with  respect  to  medical  supplies,  equipment,  and  serv- 
ices that  do  not  generally  vary  in  quality  f  ix)m  one  supplier  to  another. 
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This  is  so  because  no  program  purpose  would  be  served  by  allowing 
charges  in  excess  of  the  lowest  levels  at  which  supplies,  equipment,  or 
services  can  be  readily  obtained  in  a  locality.  For  this  reason,  the  com- 
mittee bill  permits  deviation  from  generally  applicable  reasonable 
charge  criteria  where  it  is  determined  that  medical  supplies,  equip- 
ment, and  services  do  not  generally  vary  in  quality  from  one  supplier 
to  another. 

The  effect  of  the  new  limits  established  under  this  provision  would 
be  extended  to  the  medicaid  and  child  health  programs  by  providing 
that  payments  under  these  programs  in  fiscal  year  1971  and  thereafter 
may  not  be  made  with  respect  to  any  amount  paid  for  items  and  services 
that  exceeds  these  new  limits.  This  would  be  consistent  with  the  situa- 
tion in  the  present  medicaid  program. 

The  medicaid  provisions  of  the  Social  Security  Amendments  of  1965 
contained  nothing  which  attempted  to  limit  the  charges  by  physicians 
that  States  could  pay  under  their  medicaid  programs.  States  could  and 
usually  did  set  some  type  of  limits  of  their  own,  typically  much  less 
than  usual  or  customary  charges.  The  Social  Security  Amendments  of 
1967  added  a  new  medicaid  provision  which  required  that  a  State  plan 
must  provide  assurances  that  "payments  (including  payment  for  any 
drugs  under  the  plan)  are  not  in  excess  of  reasonable  charges  consistent 
with  efficiency,  economy,  and  quality  of  care."  On  June  30, 1969,  HEW 
issued  an  interim  regulation  which  limited  fees  paid  to  physicians,  den- 
tists, and  other  individual  providers  of  medical  services  under  medic- 
aid. The  HEW  regulation  stipulated  that  payments  to  providers  w^ould 
be  limited  to  those  received  in  January  1969,  unless  payments  were 
below  the  75th  percentile  of  customary  charges.  States  whose  payment 
structures  provided  fees  above  the  75th  percentile  of  customary  charges 
were  required  to  adjust  their  payments  so  that  they  did  not  exceed  rea- 
sonable charges  as  determined  under  medicare.  The  regulation  also  stip- 
ulates that  after  July  1, 1970,  States  may  request  permission  to  increase 
fees  paid  to  individual  practitioners  only  if  two  conditions  are  met : 

(1)  The  average  percentage  increase  requested  above  the  75th  per- 
centile of  customary  charges  on  January  1,  1969,  may  not  exceed  the 
percentage  increase  in  the  all-services  component  of  the  Consumer 
Price  Index  (adjusted  to  exclude  the  medical  component)  or  an 
alternative  designed  by  the  Secretary;  and 

(2)  Evidence  is  clear  that  providers  and  the  States  have  coopera- 
tively established  effective  utilization  review  and  quality  control 
systems. 

The  proposed  amendment  is  substantially  along  the  lines  of  the 
present  regulation. 

(e)  Establishment  of  incentives  for  States  to  emphasize  outpatient 
care  under  medicaid  programs, — Your  committee  has  been  concerned 
that  ways  be  developed  to  improve  the  utilization  of  services  under  the 
medicaid  program  and  to  encourage  more  effective  and  lower  cost  pat- 
terns of  service.  The  present  law  has  a  uniform  Federal  matcliing  per- 
centage applied  to  all  forms  of  health  services  covered  under  the  State 
medicaid  plan.  In  order  to  encourage  States  to  make  more  efficient  use 
of  health  services,  your  committee's  bill  would  create  incentives  to 
encourage  outpatient  services  and  disincentives  for  long  stays  in  insti- 
tutional settings.  Specifically,  the  bill  would  provide  for:  (1)  an 
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increase  in  the  Federal  matching  percentage  by  25  percent  for  out- 
patient hospital  services,  clinic  services  and  home  health  services ;  ('2)  a 
decrease  in  the  Federal  percentage  by  one-third  after  the  first  60  days 
of  care  (in  a  fiscal  year)  in  a  general  or  TB  hospital ;  (3)  a  reduction  in 
the  Federal  percentage  by  one-third  after  the  first  90  days  of  care 
in  a  skilled  nursing  home;  (4)  a  decrease  in  Federal  matching  by  one- 
third  after  90  days  of  care  in  a  mental  hospital  and  provision  for  no 
Federal  matching  after  an  additional  275  days  of  such  care  during  an 
individual's  lifetime;  and  (5)  authority  for  the  Secretary  to  compute 
a  reasonable  cost  differential  for  reimbursement  purposes  between 
skilled  nursing  homes  and  intermediate  care  facilities. 

These  changes  would  be  effective  with  respect  to  services  furnished 
after  January  1, 1971. 

The  proposal  to  increase  the  Federal  matching  for  outpatient,  clinic, 
and  home  health  services  is  directed  at  encouraging  the  States  to  pro- 
vide early  diagnosis  and  treatment  of  illness,  preventive  services, 
and  alternatives  to  institutional  care  intended  to  reduce  the  need  for 
and  use  of  inpatient  services. 

The  proposed  limitations  on  length  of  stay  in  mental  institutions  re- 
flect the  assumption  that  medical  treatment  of  mental  disease  inpa- 
tients generally  does  not  exceed  three  months,  and  for  patients  over 
65  rarely  continues  beyond  a  year. 

The  limitations  on  care  in  general  and  TB  hospitals  are  designed 
to  encourage  transfer  of  patients  to  less  expensive  facilities.  They  re- 
flect the  assumption  that  treatment  in  acute  institutions  is  generally  of 
short  duration,  rarely  exceeding  60  days. 

The  reduction  in  matching  for  skilled  nursing  homes  is  directed  to- 
ward early  transfer  of  patients  to  alternative  facilities  (such  as  inter- 
mediate care  facilities),  and  the  provision  granting  authority  to  the 
Secretary  to  comj)ute  for  reimbursement  purposes  a  reasonable  cost 
differential  between  cost  of  skilled  nursing  home  services  and  cost  of 
intermediate  care  facilities  is  designed  to  assure  that  supporting  care 
in  these  alternate  institutions  results  in  decreased  costs.  These  pro- 
visions reflect  the  concern  that  many  patients  remain  in  skilled  nursing 
homes  longer  than  necessary  and  that  as  a  result  program  costs  are 
unnecessarily  increasing. 

The  bill  would  also  make  clear  in  the  present  statute  that  an  inter- 
mediate care  facility  shall  not  include  an  institution  for  mental  diseases 
or  mental  defects. 

(/)  Payment  for  fhysiciai^s  services  in  the  teaching  setting. — 
When  medicare  w^as  enacted,  the  general  expectation  was  that  physi- 
cians' services  to  patients  (but  not  intern  or  resident  services)  would 
generally  be  paid  for  on  a  fee-f or-service  basis.  However,  the  issue  of 
how  medicare  should  reimburse  for  the  services  of  a  physician  when 
lie  supervised  interns  and  residents  in  the  care  of  patients  was  not 
specifically  detailed.  Nevertheless,  it  was  clear  that  charges  paid  for  a 
physician's  services  under  medicare  should  be  reasonable  in  terms  of 
both  the  patient  care  services  that  a  particular  physician  provided  as 
well  as  the  charges  made  for  similar  services  to  other  patients — that  is, 
if  a  physician  merely  took  legal  responsibility  for  care,  no  fee  for 
service  was  intended  to  be  paid.  Or,  if  the  i)hysician  performed  the 
services  differently  than  is  usually  done  when  a  patient  engages  his 
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own  private  physician,  the  differences  were  to  be  reflected  in  the  charge 
paid  by  medicare. 

Under  present  law,  hospitals  are  reimbursed  under  the  hospital  in- 
surance part  (part  A)  of  the  medicare  program  for  the  costs  they 
incur  in  compensating  physicians  for  teaching  and  supervisory  ac- 
tivities and  in  paying  the  salaries  of  residents  and  interns.  In  addition, 
reasonable  charges  are  paid  under  the  medical  insurance  program 
( part  B )  for  teaching  physicians'  services  to  patients. 

There  is  a  wide  variety  of  teaching  arrangements.  At  one  extreme 
there  is  the  large  teaching  hospital  with  an  almost  exckisively  charity 
clientele  in  which  the  treatment  of  medicare  beneficiaries  may,  in  fact, 
though  not  in  law,  be  turned  over  to  the  house  staff ;  in  such  hospitals 
many  teaching  physicians  have  had  the  roles  exclusively  of  teachers 
and  supervisors  and  have  not  acted  as  any  one  patient's  physician. 
Since  in  these  cases  the  services  of  the  teaching  physicians  are  pri- 
marily for  the  benefit  of  the  hospital  teaching  program  and  hospital 
administration  rather  than  being  focused  on  the  relationship  between 
doctor  and  patient,  the  services  of  these  physicians  should  be  reim- 
bursed as  a  hospital  cost  rather  than  on  a  f ee-for-service  basis  under  the 
supplementary  medical  insurance  program. 

At  the  other  extreme,  there  is  the  community  hospital  with  a  resi- 
dency program  which  relies  in  large  part  for  teaching  purposes  on 
the  private  patients  of  teaching  physicians  whose  primary  activities 
are  in  private  practice.  The  private  patients  contract  for  the  services 
of  the  physician  Avhom  they  expect  to  pay  and  on  whom  they  rely  to 
IDrovide  all  needed  services.  The  resident  or  intern  normally  acts  as 
a  subordinate  to  the  attending  physician,  and  the  attending  physician 
personally  renders  the  major  identifiable  jDortion  of  the  care  and  di- 
rects in  detail  the  totality  of  the  care.  Moreover,  there  are  teaching 
hospitals  in  which  a  teaching  physician  may  be  responsible  both  for 
private  patients  whom  he  has  admitted  and  for  ]3atients  avIio  have 
presented  themselves  to  the  hospital  for  treatment  at  no  cost  and  who 
have  been  assigned  by  the  hospital  to  his  care. 

It  has  proved  to  be  difficult  to  achieve  effective  and  uniform  applica- 
tion of  present  policies  to  the  large  number  of  widely  varying  teaching 
settings.  In  some  cases,  charges  have  been  billed  and  paid  for  services 
rendered  in  teaching  hospitals  which  clearly  did  not  involve  any  degree 
of  teaching  physician  participation.  In  some  cases  charges  were  billed 
for  the  services  that  residents  and  interns  rendered  in  every  case  where 
a  supervising  physician  had  overall  responsibility  for  their  actions, 
even  though  he  may  not  actually  have  become  involved  in  the  patient's 
care.  In  other  cases,  charges  for  covered  services  were  billed  in  amounts 
that  were  out  of  all  proportion  to  the  covered  service  or  the  charges 
billed  to  other  ])atients.  Early  in  1969,  onsite  audits  at  a  large  mid- 
western  county  hospital  staffed  with  many  interns  and  residents  dis- 
closed a  substantial  overpayment.  (The  overpayment  was  later  deter- 
mined to  be  over  $1  million — repayment  is  now  being  made.)  It  was 
also  clear  that  the  same  problem  existed  in  a  number  of  other  large 
hospitals  and,  in  April  1969,  instructions  were  issued  by  HEW  to  am- 
plify and  clarify  the  original  regulations  by  spelling  out  in  consider- 
able detail  the  conditions  under  wliich  medicare  can  recognize  a  charge 
for  services  to  patients  whose  care  involved  residents  and  interns. 
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When  onsite  review  and  other  information  had  indicated  a  Avidespread 
misunderstanding  over  the  billing  requirements,  HEW  asked  carriers 
in  June  19Q^  to  suspend  payment  for  services  rendered  to  teaching  pa- 
tients in  all  major  teaching  institutions  where  the  carrier  was  not  as- 
sured that  the  payments  it  was  making  were  proper.  The  suspensions 
were  temporary  and  intended  to  last  only  so  long  as  carriers  had  time 
to  investigate  and  review  any  major  billing  discrepancies.  In  all,  about 
240  hospitals  have  been  suspended,  of  which  about  200  have  been 
reinstated. 

In  the  meantime,  the  Social  Security  Administration  has  under- 
taken a  program  of  reviewing  cases  in  the  larger  teaching  hospitals 
which  have  primarily  a  service  clientele  to  determine  the  extent  to 
which  the  payments  made  to  the  physicians  (or  to  billing  organizations 
on  their  behalf)  were  not  in  accord  with  the  law"  and  regulations.  Large 
overpayments  have  been  discovered.  In  each  situation  the  Social  Se- 
curity Administration  is  discussing  the  matter  with  the  appropriate 
individuals  who  will  be  responsible  for  liquidating  what  it  believes  to 
be  a  fairly  large  indebtedness  with  the  objective  of,  first  determining 
the  overpayment  and  second,  making  arrangements  for  repayment. 
Difficulties  have  been  encountered  in  recouping  the  large  overpayments 
involved  in  these  cases — typically  running  into  hundreds  of  thousands 
of  dollars. 

Your  committee  does  not  question  the  appropriateness  of  fee-for- 
service  payment  for  physicians'  services  in  the  typical  community 
hospital  and  other  teaching  settings  where  patients  are  expected  to  pay 
fees  for  these  services.  For  example,  payment  for  the  services  a  com- 
munity physician  provides  to  his  private  patient  is  clearly  in  accord 
with  the  usual  practices  of  other  health  insurance  programs  and  pa- 
tients who  pay  their  bills  out  of  pocket. 

On  the  other  hand,  in  the  case  of  all  the  ward  or  other  accommoda- 
tions in  many  large  hospitals  and  the  service  wards  of  other  teaching 
institutions  where  patients  are  not  expected  to  pay  any  fees  for  physi- 
cians' services  or  only  reduced  fees  are  normally  paid,  the  payment  of 
full  charges  represents  an  expense  to  the  program  that  is  not  necessary 
to  give  medicare  patients  access  to  the  care  they  receive.  Also,  the  pay- 
ments tend  to  support  the  maintenance  of  two  classes  of  patients  in 
some  cases. 

Therefore,  the  committee's  bill  would  change  the  basis  of  reimburse- 
ment for  teaching  physicians'  services  from  a  fee-for-service  basis  to  a 
cost- reimbursement  basis  where  the  services  are  furnished  in  a  setting 
in  which  any  one  of  the  following  circumstances  exist:  (1)  the  non- 
medicare  patients  are  not  required  to  pay  the  reasonable  charges  for 
physicians'  services  even  when  they  have  private  insurance  or  are 
otherwise  able  to  pay  for  such  services;  or  (2)  medicare  patients  are 
not  required  to  pay  any  charges  for  physicians'  services;  or  (3)  medi- 
care patients  are  required  to  pay  reasonable  charges  for  physicians' 
services  but  payment  of  deductible  and  coinsurance  amounts  applica- 
ble to  such  services  is  not  generally  obtained  from  them  or  on  their  be- 
half. In  determining  whether  these  requirements  are  met,  the  arrange- 
ments under  which  the  services  are  provided  will  be  taken  into  account. 
For  example,  if  patients  in  wards  are  charged  or  pay  less  than  do  pa- 
tients in  semi-private  accommodations  the  determination  of  whether 
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medicare  will  pay  cost  or  charges  might  be  made  separately  by  accom- 
modation. If  the  charge  is  different  when  made  by  a  physician  during 
hours  when  he  is  donating  his  time  than  when  he  is  treating  his  own 
private  patients,  that  might  be  a  basis  for  establishing  whether  cost  or 
charges  will  be  paid.  If  charges  are  paid  by  medicare,  the  amount 
paid  will  have  to  be  set  so  that  it  is  reasonable  for  the  patient-care 
service  rendered  by  physicians  normally  billing  on  a  fee-for-service 
basis.  In  some  cases  hospitals  that  normally  do  not  bill  for  physician 
services  have  special  centers,  such  as  a  center  for  severly  burned  peo- 
ple, where  patients  able  to  pay  are  regularly  admitted  and  pay  charges. 
Medicare  would  follow  the  pattern  of  the  private  patient  in  such 
centers. 

The  Secretary  would  establish  regulations  under  which  the  patient's 
ability  to  pay  would  be  determined.  The  hospital's  rules,  which  might 
be  self-serving,  would  not  be  used.  Your  committee  expects  that  the 
Secretary  would  test  ability  to  pay  by  using  the  maximum  income 
levels  for  a  family  for  which  Federal  matching  is  available  under  the 
medicaid  program.  Under  section  1903(f)  of  the  medicaid  haw  the 
maximum  family  income  limits  for  Federal  matching  purposes  are 
set  at  IV3  times  the  highest  amount  ordinarily  paid  to  a  family  without 
other  income  under  the  aid  to  families  with  dependent  children 
program. 

To  assure  equitable  payment,  and  no  loss  to  the  hospital  on  services 
to  medicare  patients,  where  the  proposed  cost-reimbursement  approach 
is  applicable,  your  committee's  bill  would  exempt  the  payments  from 
the  deductible  and  coinsurance  provisions.  Institutions  ordinarily  can- 
not collect  these  copay  amounts  from  the  patients  in  question.  The 
elimination  of  the  patient's  liability  would  also  substantially  simplify 
billing. 

Your  committee's  bill  would  also  amend  the  law  so  that  a  hospital 
could  include  costs  that  medical  schools,  public  health  departments, 
and  other  medical  service  organizations  incur  in  paving  physicians  to 
provide  patient  care  services  to  medicare  patients  in  the  hospital.  Your 
committee's  bill  would  also  i^ermit  including  in  a  hospital's  costs  for 
purposes  of  part,  the  reasonable  cost  to  a  medical  school  of  providing 
services  to  the  hosj^ital  which,  if  provided  by  the  hospital,  would  have 
been  covered  under  Part,  A.  The  hospital  would  be  required  to  pay 
to  the  medical  scliool  the  reasonable  cost  of  the  services  of  such 
physicians. 

It  is  anticipated  that  when  the  reimbursement  for  the  services  of 
teaching  physicians  is  on  the  basis  of  100  percent  of  reasonable  costs 
(with  no  cost-sharing  payments  required  from  the  beneficiaries),  the 
fiscal  intermediary  of  the  particular  hospital  would  make  the  required 
benefit-cost  determinations  and  would  initially  provide  the  resulting 
reimbursement  to  the  hospital.  Such  reimbursement,  although  a  liabil- 
ity of  the  supplementary  medical  inusrance  trust  fund,  would  be  ini- 
tially paid  from  the  hospital  insurance  trust  fund  (along  Avith  the  other 
reimbursement  jmyments  made  on  an  interim  basis  by  the  intermediary 
to  the  hos])ital).  From  time  to  time  throughout  the  year,  approximate 
adjustments  (determined  by  actuarial  techniques)  would  be  made  on 
an  aggregate  basis  between  the  two  trust  funds,  such  adjustments  re- 
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fleeting  the  amounts  which  the  hospital  insurance  trust  fund  paid  and, 
accordingly,  should  be  currently  reimbursed  by  the  supplementary 
medical  insurance  trust  fund  (so  that  there  is  no  loss  of  interest  by  the 
former  trust  fund,  at  the  expense  of  the  latter  trust  fund) .  Final  settle- 
ments of  the  respective  liabilities  of  the  two  trust  funds  (taking  into 
account  the  current  adjustments  previously  mentioned  and  their  tim- 
ing) would  be  made  on  the  basis  of  the  annual  audited  cost  findings 
required  in  connection  with  hospital  reimbursement. 

The  provisions  w^ould  be  effective  with  respect  to  bills  submitted 
after  the  date  of  enactment  (accounting  periods  after  the  date  of 
enactment  in  the  case  of  reasonable  cost  determinations) . 

{g)  Authority  of  Secretary  to  terminate  payments  to  suppliers  of 
services. — Present  law  does  not  provide  authority  for  the  Secretary 
to  withhold  future  payments  for  services  furnished  by  an  institutional 
provider  of  services,  a  physician,  or  any  other  supplier  who  either 
abuses  the  program  or  endangers  the  health  of  beneficiaries,  although 
payment  for  past  or  current  claims  may  be  withheld  on  an  individual 
basis  where  the  services  are  not  reasonable  or  necessary  for  treatment 
of  illness  or  injury  or  where  the  supplier  fails  to  provide  the  necessary 
payment  information. 

Your  committee  believes  it  important  to  protect  the  medicare,  medic- 
aid, and  maternal  and  child  health  programs  and  their  beneficiaries 
from  those  suppliers  of  services  who  have  made  a  practice  of  furnish- 
ing inferior  or  harmful  supplies  or  services,  engaging  in  fraudulent 
activities,  or  consistently  overcharging  for  their  services.  Such  pro- 
tection is  not  now  provided  under  the  law.  For  example,  if  a  physician 
is  found  guilty  of  fraud  in  connection  with  the  furnishing  of  services 
to  a  medicare  beneficiary,  there  is  no  authority  under  i^resent  law  to 
bar  payment  on  his  subsequent  claims  so  long  as  the  physician  remains 
legally  authorized  to  practice.  States  can,  and  some  do,  bar  from  medic- 
aid providers  who  abuse  the  program,  but  they  are  not  now  required  to 
do  so. 

Under  your  committee's  bill,  the  Secretary  would  be  given  authority 
to  terminate  or  suspend  payments  under  the  medicare  program  for 
services  rendered  by  any  supplier  of  health  and  medical  services  found 
to  be  guilty  of  program  abuses.  The  Secretary  would  make  the  names 
of  such  persons  or  organizations  public  so  that  beneficiaries  would  be 
informed  about  which  suppliers  cannot  participate  in  the  program. 
The  situations  for  which  termination  of  payment  could  be  made 
include  overcharging,  furnishing  excessive,  inferior,  or  harmful  serv- 
ices, or  making  a  false  statement  to  obtain  payment.  Also,  there  w^ould 
be  no  Federal  financial  participation  in  any  expenditure  under  the 
medicaid  and  maternal  and  child  health  programs  by  the  State  with 
respect  to  services  furnished  by  a  supplier  to  whom  the  Secretary 
would  not  make  medicare  payments  under  this  provision  of  the  bill. 

Program  review  teams  would  be  established  in  each  State  by  the  Sec- 
retary, following  consultation  with  groups  representing  consumers  of 
health  services,  State  and  local  professional  societies,  and  the  appro- 
priate intermediaries  and  carriers  utilized  in  the  administration  of 
title  XVIII  benefits.  Both  the  professional  and  the  nonprofessional 
members  of  the  program  review  teams  would  be  responsible  for 
reviewing  and  reporting  on  statistical  data  on  program  utilization 
(which  the  Secretary  would  periodically  provide).  In  addition,  the 
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entire  proo^ram  review  team  would  review  cases  involving  over- 
charging; however,  only  the  professional  members  of  the  program 
reA'iew  teams  would  review  cases  involving  the  furnishing  of  excessive, 
inferior,  or  harmful  services  in  order  to  assure  that  only  professionals 
will  reA'iew  other  professionals  under  this  provision. 

It  is  not  expected  that  any  large  number  of  suppliers  of  health  serv- 
ices will  be  suspended  from  the  medicare  program  because  of  abuse. 
HoAvever,  the  existence  of  the  authority  and  its  use  in  even  a  relatively 
few  cases  is  expected  to  provide  a  substantial  deterrent. 

The  provisions  relating  to  title  XYIII  Avould  be  effective  with  respect 
to  determinations  made  b}'  the  Secretary  after  enactment  of  the  bill. 
The  provisions  relating  to  titles  V  and  XIX  would  be  effective  with 
respect  to  items  or  services  furnished  after  June  30,  1970. 

Any  person  or  organization  dissatisfied  with  the  Secretary's  decision 
to  terminate  payments  would  be  entitled  to  a  hearing  by  the  Secretary 
and  to  judicial  review  of  the  Secretary's  final  decision. 

It  is  not  intended  that  this  provision  would  in  any  way  change  the 
Secretary's  present  right  to  withhold  payment  where  necessary  pay- 
ment information  is  not  provided.  Xor  would  the  sujDplier  of  services 
be  entitled  to  a  hearing  or  judicial  review  with  respect  to  payments 
withheld  under  such  existing  authority. 

These  provisions  would  be  effective  upon  enactment  of  the  bill. 

(h)  Elimination  of  requirement  that  States  move  toward  compre- 
hensive medicaid  programs. — Section  1908 (e)  of  the  medicaid  statute 
requires  that  each  State  make  "'a  satisfactory  showing  that  it  is  making 
efforts  in  the  direction  of  broadening  the  scope  of  the  care  and  services 
made  available  under  the  plan  and  in  the  direction  of  liberalizing  the 
eligibility  requirements  for  medical  assistance.''  Under  an  amendment 
adopted  by  the  Congress  in  1969  (Public  LaAv  91-36,  enacted  August  9, 
1969),  the  operation  of  this  provision  was  suspended  for  two  years, 
until  July  1,  1971,  and  the  date  by  which  the  States  were  to  have  com- 
prehensive medicaid  programs  (applying  to  everyone  who  meets  their 
eligibility  standards  with  respect  to  income  and  resources)  was  changed 
from  1975  to  1977. 

Your  committee  has  been  concerned  with  the  burden  of  the  medicaid 
program  on  State  finances.  For  example,  one  State  recently  cut  back 
on  mone}^  going  to  medical  schools  in  order  to  finance  unexpected  in- 
creases in  the  cost  of  medicaid.  There  is  evidence  that  States  have 
moved  more  rapidly  in  the  direction  of  expanding  their  medicaid  pro- 
grams, and  consequently  increasing  their  costs,  because  of  the  influence 
of  section  1903(e) . 

Your  committee  has  taken  action  to  remove  section  1903(e)  from 
the  act.  When  the  operations  of  the  State  medicaid  programs  have  been 
substantially  improved  and  there  is  assurance  that  program  exten- 
sions will  not  merely  result  in  more  medical  costs  inflation,  the  ques- 
tion of  required  expansion  of  the  program  could  then  be  reconsidered. 

(^)  Determination  of  reasonable  cost  of  inpatient  hospital  services 
under  medicaid  and  maternal  and  child  health  programs. — lender 
present  law,  as  defined  in  regulations  issued  by  the  Secretary,  States 
are  required  to  reimburse  hosj)itals  for  inpatient  care  under  medicaid 
on  the  basis  of  the  reasonable  cost  formula  set  forth  in  medicare. 
Several  States  have  objected  to  this  requirement,  asserting  that  use 
of  the  medicare  formula  for  medicaid  reimbursement  can  result  in 
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their  paying  more  than  the  actual  cost  of  providing  inpatient  care  to 
those  eligible  for  medicaid.  There  is  nothing  in  the  legislative  history 
which  requires  that  reasonable  costs  should  be  defined  precisely  the 
same  way  for  both  programs  and  there  are  reasons  why  they  should 
not,  such  as  the  differing  characteristics  of  the  two  populations  served. 

Your  committee's  bill  retains  the  intent  of  the  original  provision — 
to  avoid  having  hospitals  or  their  private  patients  subsidize  inpatient 
care  for  the  poor — by  providing  for  payment  of  actual  and  direct  costs 
of  inpatient  care  for  medicaid  eligibles.  The  bill  would  allow^  the 
States  to  develop  their  own  methods  and  standards  for  reimbursement 
thereby  giving  them  flexibility  in  working  out  satisfactory  payment 
arrangements  with  their  hospitals.  The  Secretary  could  disapprove  a 
State's  plan  if  it  is  shown  to  his  satisfaction  that  the  method  devel- 
oped by  the  State  would  not  pay  the  actual  and  direct  cost  of  providing 
care  to  medicaid  eligibles.  Reimbursement  by  the  States  would  in  no 
case  exceed  reasonable  cost  reimbursement  as  provided  for  under 
medicare. 

The  bill  would  apply  the  same  determination  of  reasonable  costs  to 
maternal  and  child  health  program.  The  provisions  would  be  effective 
July  1,  1971,  or  earlier  if  the  State  plan  so  provides. 

(j)  Amount  of  payments  where  customary  charges  for  services 
furnished  are  less  than  reasonable  cost. — Under  present  law,  reimburse- 
ment under  the  medicare  program  is  based  on  the  reasonable  costs  in- 
curred by  providers  of  services  (but  only  for  inpatient  hospital  services 
under  medicaid  and  the  maternal  and  child  health  programs)  in  pro- 
viding services  to  individuals  covered  by  these  programs.  This  results, 
in  some  cases,  in  these  programs  paying  higher  amounts  for  services 
received  by  covered  individuals  than  such  individuals  would  be  charged 
if  they  were  not  covered  by  these  programs,  because,  in  some  cases,  a 
provider's  customary  charges  to  the  general  public  are  set  at  a  level 
which  does  not  reflect  the  provider's  full  costs. 

Your  committee  believes  that  it  is  inequitable  for  the  medicare, 
medicaid,  and  the  child  health  programs  to  pay  more  for  services  than 
the  provider  charges  to  the  general  public.  To  the  extent  that  a  pro- 
vider's costs  are  not  reflected  in  charges  to  the  public  generally,  such 
costs  are  expected  to  be  met  from  income  other  than  revenues  from 
patient  care — for  example,  from  endowment  or  investment  income.  The 
bill  would  provide,  therefore,  that  reimbursement  for  services  under  the 
medicare,  medicaid,  and  child  health  programs  could  not  exceed  the 
lesser  of  the  reasonable  cost  of  such  services  as  determined  under  sec- 
tion 1861  (v)  of  the  Social  Security  Act,  or  the  customary  charges  to 
the  general  public  for  such  services. 

However,  your  committee  believes  that  it  would  be  undesirable  to 
apply  this  provision  in  the  case  of  services  furnished  by  public  pro- 
viders of  services  free  of  charge  or  at  a  nominal  fee.  The  bill  would 
provide,  therefore,  that  where  services  are  furnished  by  a  public  pro- 
vider of  services  free  of  charge  or  at  a  nominal  charge,  the  Secretary 
shall  specify  by  regulation  reimbursement  based  on  those  elements  of 
costs  generally  allowed  in  the  determination  of  reasonable  cost  that  he 
finds  will  result  in  fair  compensation  for  such  services.  In  such  cases 
fair  compensation  for  a  service  could  not  exceed,  but  could  be  less  than, 
the  amount  that  would  be  paid  under  present  law. 
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Your  committee  recognizes  that  a  provider's  charges  may  be  lower 
than  its  costs  in  a  given  period  as  a  result  of  miscalculation  or  special 
circumstances  of  limited  duration,  and  it  is  not  intended  that  provid- 
ers should  be  penalized  by  such  short-rang6"  discrepancies  between  costs 
and  charges.  Nor  does  the  committee  want  to  introduce  any  incentive 
for  providers  to  set  charges  for  the  general  public  at  a  level  substan- 
tially higher  than  estimated  costs  merely  to  avoid  being  penalized  by 
this  provision.  Thus,  your  committee  recognizes  the  desirability  of  per- 
mitting a  provider  that  was  reimbursed  under  the  medicare,  medicaid 
and  child  health  programs  on  the  basis  of  charges  in  a  fiscal  period  to 
carry  unreimbursed  allowable  costs  for  that  period  forward  for  perhaps 
two  succeeding  fiscal  periods.  Should  charges  exceed  costs  in  such  suc- 
ceding  fiscal  periods,  the  unreimbused  allowable  costs  carried  forward 
could  be  reimbursed  to  the  provider  along  with  current  allowable  costs 
up  to  the  limit  of  current  charges. 

Your  committee  intends  that  for  purposes  of  administering  this 
provision,  "customary  charges"  shall  mean  (1)  the  charges  listed  in  an 
established  charge  schedule  (if  tlie  institution  has  only  a  single  set  of 
charges, applied  to  all  patients),  or  (2)  the  most  frequent  or  typical 
I  charges  imposed  (if  the  institution  uses  more  than  one  charge  for  a 

single  service) .  However,  in  order  to  be  considered  to  be  the  "customary 
charge,"  a  charge  Avould  have  to  be  one  that  was  actually  collected 
^  from  a  substantial  number  of  individuals.  A  charge  set  up  in  name  only, 

I  perhaps  primarily  to  avoid  the  effect  of  this  provision,  is  not  intended 

to  determine  medicare  reimbursement. 

The  provisions  relating  to  medicare  would  be  effective  with  respect 
to  admissions  to  hospitals  and  extended  care  facilities  after  June  30, 
1970,  and  with  respect  to  services  furnished  by  home  health  agencies  for 
plans  initiated  after  June  30, 1970.  Provisions  relating  to  medicaid  and 
maternal  and  child  health  would  be  effective  for  calendar  quarters 
beginning  after  June  30, 1970. 

{k)  Institutional  flanning  under  medicare  program.. — Under  pres- 
ent medicare  law,  there  is  no  requirement  for  providers  of  services  to 
develop  fiscal  plans  such  as  operating  and  capital  budgets.  How^ever, 
your  committee  is  aware  of  the  fact  that  health  care  facilities  have 
come  under  increasing  criticism  on  the  grounds  that  they  fail  to  follow^ 
sound  business  practices  in  their  operations.  The  Advisory  Committee 
on  Hospital  Effectiveness  established  by  the  Secretary  of  HEW  in  its 
report  stated,  *  *  the  fact  must  be  faced  that  deficiencies  in  hos- 
pital management  owe  something,  at  least  to  inattention,  indifference, 
or  lack  of  information  on  the  part  of  some  hospital  boards,  and  some 
trustees  with  the  best  intentions  and  energy  have  not  been  adequately 
informed  by  administrations  on  w^hat  the  functions  of  a  hospital 
trustee,  or  a  hospital  should  be."  In  recommending  the  requirement 
contained  in  the  bill,  the  Secretary's  committee  stated,  "The  require- 
ment that  detailed  budgets  and  operating  i^lans  be  prepared  annually 
as  a  condition  of  approval  for  participation  in  Federal  programs  can 
be  expected  to  disclose  management  inefficiencies  in  such  health  care 
institutions  as  a  necessary  first  step  toward  bringing  about  needed 
improvements.  Especially,  the  committee  believes  this  requirement 
will  compel  the  attention  of  many  hospital  trustees  to  lapses  in  man- 
agement that  would  not  be  permitted  in  their  own  businesses." 
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Under  your  committee's  bill,  providers  of  services  (including  hos- 
pitals accredited  by  the  Joint  Commission  on  Accreditation  of  Hos- 
pitals) would  be  required,  as  a  condition  of  participation  under  the 
medicare  program,  to  have  a  written  overall  plan  and  budget  reflecting 
an  operating  budget  and  a  capital  expenditures  plan.  The  overall  plan 
would  be  expected  to  contain  information  outlining  the  services  to  be 
provided  in  the  future,  the  estimated  costs  of  providing  such  services 
(including  proposed  capital  expenditures  in  excess  of  $100,000  for 
acquisition  of  land,  buildings,  and  equipment  and  replacement,  mod- 
ernization, and  expansion  of  the  buildings  and  equipment),  and  the 
proposed  methods  of  financing  such  costs.  It  w^ould  have  to  be  prepared 
under  the  direction  of  the  governing  body  of  the  institution,  by  a 
committee  consisting  of  representatives  of  that  body,  the  administra- 
tive staff  and  the  medical  staff.  The  plan  would  cover  the  immediately 
following  year  and  the  immediately  following  3-year  accounting  period 
and  would  be  reviewed  and  updated  annually  to  assure  that  it  is  con- 
sistent with  the  budgetary  program  of  the  provider. 

The  plan  would  not  be  reviewed  for  substance  by  the  Government  or 
any  of  its  agents.  The  purpose  of  the  provision  is  to  assure  that  such 
institutions  carry  on  budgeting  and  planning  on  their  own.  It  is  not 
intended  that  the  Government  will  play  any  role  in  that  process. 

The  new  condition  of  participation  w^ould  have  to  be  met  with  respect 
to  any  provider  of  services  for  fiscal  years  of  the  provider  beginning 
after  the  fifth  month  after  the  month  of  enactment. 

(l)  Payinents  to  States  under  medicaids  programs  for  installation 
and  operation  of  claims  ijrocessing  and  information  retHeral  sys- 
tems.— ITnder  present  law,  States  are  required  to  use  methods  of  ad- 
ministration deemed  necessary  by  the  Secretary  for  efficient  operation 
of  the  program.  Federal  matching  is  now  set  at  50  percent  for  admin- 
istrative costs  and  75  percent  for  compensation  of  professional  medical 
personnel.  Despite  this  requirement,  many  States  do  not  have  effective 
claims  administration  or  well-designed  information  storage  and  re- 
trieval systems;  nor  do  they  possess  the  financial  and  technical  re- 
sources to  develop  them  if  required  to  do  so  by  the  Secretary. 

Your  committee  proposes  to  aid  the  States  in  meeting  their  responsi- 
bilities by  authorizing  90  percent  Federal  matching  for  the  cost  neces- 
sary to  design,  develop,  and  install  mechanized  claims  processing  and 
information  retrieval  systems  deemed  necessary  by  the  Secretary.  The 
Federal  Government  acknowledges  the  obligation  to  provide  technical 
assistance,  including  the  development  of  model  systems,  to  each  State 
operating  a  medicaid  program.  It  is  expected  that  this  financial  and 
technical  support  will  aid  the  States  in  realizing  efficient  and  effective 
administration  of  the  program,  and  that  it  will  reduce  program  costs. 

Your  committee  also  recognizes  the  importance  of  this  activity  by 
providing  Federal  matching  funds  at  the  75  percent  rate  for  the  opera- 
tion of  the  system  approved  hy  the  Secretary. 

States  would  not  be  eligible  to  receive  this  increased  Federal  sup- 
port until  they  have  developed  the  capacity  to  provide  basic  informa- 
tion to  recipients  on  services  paid  for  by  the  program,  including 
the  names  of  the  providers,  the  dates  on  wliich  services  were  furnished, 
and  the  amount  of  p'ayment  made.  Experience  wath  the  medicare  pro- 
gram indicates  that  beneficiary  complaints  about  discrepancies  between 
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the  "explanation  of  benefits"  form  they  receive,  and  the  care  actually  | 
provided,  has  been  the  largest  single  source  of  inform'ation  on  possible  ' 
abvise  and  fraud.  It  is  appropriate  to  combine  the  requirement  that  j 
States  provide  such  explanations  with  the  increased  Federal  matching  ' 
which  would  support  such  an  activity.  Savings  resulting  from  in-  | 
cre'ased  administrative  efficiency  would  more  than  offset  the  costs  of  j 
this  provision.  | 
This  provision  of  the  bill  would  be  effective  July  1, 1970.  i 
(m)  Advance  approval  of  extended  care  and  home  health  coverage 
under  medicare  program. — Posthospital  extended  care  benefits  and 
posthospital  home  health  benefits  are  limited  to  medicare  beneficiaries 
Avho,  while  no  longer  in  need  of  inpatient  hospital  care,  still  require 
skilled  nursing  care  or,  in  the  case  of  home  health  benefits,  physical  or  j 
speech  therapy.  However,  extended  care  facilities  and  home  health  | 
agencies  often  care  for  patients  who  need  less  skilled  and  less  medically  | 
oriented  services  in  addition  to  patients  requiring  the  level  of  care  j 
which  is  covered  by  the  program.  ITnder  current  law,  a  determination  | 
of  whether  a  patient  requires  the  level  of  care  that  is  necessary  to  I 
qualify  for  extended  care  facility  or  home  health  benefits  cannot  gen- 
erally be  made  imtil  some  time  after  the  services  have  been  furnished.  I 
Your  committee  is  aware  that  in  many  cases  such  benefits  are  being  j 
denied  retroactively,  with  the  harsh  result  that  the  patient  is  faced  with  1 
a  large  bill  he  expected  would  be  paid  or  the  facility  or  agency  has  a 
patient  who  may  not  be  able  to  pay  his  bill.  The  imcertainty  about 
eligibility  for  these  benefits  that  exists  until  after  the  care  has  been  i 
given  tends  to  encourage  physicians  to  either  delay  discharge  from  the 
hospital,  where  coverage  may  less  likely  be  questioned,  or  to  recom- 
mend a  less  desirable,  though  financially  predictable,  course  of 
treatment. 

Your  committee  believes  that  to  the  extent  that  valid  criteria  can  | 

be  established  posthospital  extended  care  and  home  health  benefits  I 

should  be  more  positively  identified  by  type  and  duration  of  care  | 

which  would  be  assured  of  reimbursement  when  furnished  to  a  bene-  j 

ficiary  but  that  no  change  should  now  be  made  to  broaden  the  coverage  i 

of  the   extended  care  or  home  health  benefits  with  resulting  ! 

increased  costs.  To  achieve  its  purpose,  your  committee's  bill  provides  | 

for  determining  in  advance  a  minimum  period  of  coverage  in  an  ex-  i 

tended  care  facility  or  under  a  home  health  plan  for  p'atients  who,  con-  | 

sidering  their  medical  conditions,  age,  or  other  pertinent  factors,  can  be  I 

presumed  to  need  the  type  of  care  necessary  to  qualify  for  benefits.  i 

Under  the  committee  bill,  the  Secretary  would  be  authorized  to  estab-  \ 
lish,  by  diagnosis  and  length  of  stay  or  number  of  visits,  periods  for 
which  a  patient  would  be  presumed  to  be  eligible  for  benefits;  the 
periods  would  be  related  to  such  factors  as  the  period  generally  needed 

for  treatment  of  the  patient's  conditions,  his  medical  history  and  other  i 

health  factors  affecting  the  nature  and  duration  of  the  services  to  be  ! 

provided.  Appropriate  procedural  requirements  for  demonstrating  | 

compliance  with  the  criteria  would  also  be  established.  j 

For  example,  elderly  patients  suffering  from  a  fractured  hip  ordi-  i 

narily  require  a  period  of  intensive  skilled  nursing  and  rehabilitative  j 

care  following  the  initial  reduction  and  stabilization  of  the  injured  I 

limb.  The  Secretary,  drawing  on  program  experience  and  other  data  \ 

concerning  the  length  of  such  intensive  care  ordinarily  required  for  ' 
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the  condition,  would  establish  a  minimum  period  of  stay  in  an  ex- 
tended care  facility  during  which  the  patient  would  be  presumed  to 
require  the  skilled  nursing  care  on  a  continuing  basis  which  is  re- 
imbursable under  the  program.  The  physician  would  be  expected  to 
certify  the  type  of  condition  and  related  need  for  extended  care  and 
submit  to  the  facility  a  plan  for  furnishing  the  care  prior  to  the 
patient's  'admission.  The  period  of  coverage  established  by  the  Secre- 
tary could  take  into  account  such  factors  as  the  length  of  prior  hospital 
stay  and  any  surgical  involvement  required  in  effecting  reduction 
of  the  fracture.  If  the  patient  suffered  a  setback  or  failed  to  convalesce 
as  rapidly  as  expected,  additional  extended  care  payments  could  be 
approved  by  the  intermediary  beyond  the  initial  period  upon  submis- 
sion of  appropriate  medical  evidence.  On  the  other  hand,  if  the  facil- 
ity's utilization  review  committee  discovered  in  the  course  of  regular 
case  review  that  the  patient  was  receiving  only  custodial  services  or 
had  recuperated  sufficiently  to  no  longer  require  intensive  skilled  care, 
payment  during  the  approved  period  could  be  terminated  on  a  pros- 
pective basis  under  the  same  procedures  used  when  such  committees 
determine  in  review  of  a  case  of  extended  duration,  that  further  in- 
patient stay  is  not  medically  necessary. 

To  prevent  abuse  of  the  advance  approval  procedure,  intermediaries 
and  facilities  would  be  expected  to  monitor,  through  periodic  review 
of  a  sample  of  paid  stays,  utilization  review  committee  studies,  and 
similar  measures,  the  reliability  of  individual  physicians  in  describing 
the  patient's  condition  or  certifying  patients'  need  for  posthospital  ex- 
tended-care and  home  health  services.  The  Secretary  could  suspend 
the  applicability  of  the  advance  approval  procedure  for  patients  cer- 
tified by  physicians  who  are  found  to  be  unreliable.  Since  there  will  be 
some  instances  in  which  the  patient  recovers  sufficiently  to  no  longer 
require  an  extended  care  level  of  services  prior  to  expiration  of  the 
approved  stay,  extended  care  facility  utilization  review  committees 
will  be  expected  to  continue  to  review  approved  cases  at  appropriate 
intervals  and,  where  necessary,  give  notice  that  further  payment  is  no 
longer  justified. 

This  provision  would  be  effective  January  1,  1971. 

(n)  Prohibition  against  7'eassig7iment  of  claims  to  benefits. — Under 
present  law,  payment  for  services  furnished  by  a  physician  or  other 
person  under  the  supplementary  medical  insurance  program  is  made : 
(1)  to  the  beneficiary  on  the  basis  of  an  itemized  bill,  or  (2)  to  the 
physician  or  other  person  who  provided  the  services  on  the  basis  of  an 
assignment  under  the  terms  of  which  the  reasonable  charge  is  the  full 
charge  for  the  service.  Present  law  also  provides  that  payment  for  such 
services  under  the  medicaid  program  is  made  to  the  physician  or  other 
person  providing  the  services.  The  law  is  silent  with  respect  to  reas- 
signment by  physicians  or  others  who  provide  services  of  their  right  to 
receive  payment  under  these  programs.  The  Department  of  HEW 
makes  such  reassigned  payments  under  medicare  without  specific 
legislative  authority. 

Experience  with  this  practice  under  these  programs  shows  that  some 
physicians  and  other  persons  providing  services  reassign  their  rights 
to  other  organizations  or  groups  under  conditions  whereby  the  orga- 
nization or  group  submits  claims  and  receives  payment  in  its  own  name. 
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Such  reassignment s  have  been  a  source  of  incorrect  and  inflated  claims 
for  services  and  have  created  administrative  problems  Avith  respect  to 
determinations  of  reasonable  charges  and  recovery  of  overpayments. 
Fraudulent  operations  of  collection  agencies  have  been  identified  in 
medicaid.  Substantial  overpayments  to  many  such  organizations  haA^e 
been  identified  in  the  medicare  program,  one  involving  over  a  million 
dollars. 

Your  committee's  bill  seeks  to  overcome  these  difficulties  by  pro- 
hibiting payment  under  these  programs  to  anyone  other  than  the  pa- 
tient, his  physician,  or  other  person  who  provided  the  service,  unless 
the  physician  or  other  person  is  required  as  a  condition  of  his  employ- 
ment to  turn  his  fees  over  to  his  employer,  or  unless  the  physician  or 
other  person  has  an  arrangement  with  the  facility  in  which  the  services 
were  provided  under  which  the  facility  bills  for  the  services.  It  is  not 
the  intent  of  your  committee  that  this  provision  apply  to  payments  to 
providers  of  services  that  are  based  on  the  reasonable  cost  of  the 
services. 

Your  committee's  bill  Avould  not  preclude  a  physician  or  other  person 
Avho  provided  the  services  and  accepted  an  assignment  from  having  the 
payment  mailed  to  anyone  or  any  organization  he  wishes,  but  the  pay- 
ment would  be  to  him  in  his  name. 

This  provision  as  it  applies  to  medicare  would  be  effective  with  re- 
spect to  bills  submitted  after  the  enactment  date.  For  medicaid  the 
provision  would  be  effective  July  1, 1971,  or  earlier  if  the  State  plan  so 
provides. 

(o)  UfiJlzation  revieio  requirements  for  hospitals  and  shiUed  nurs- 
ing homes  under  medicaid  and  maternal  and  child  health  programs. — 
Under  i)resent  medicare  law,  each  hospital  and  extended  care  facility 
is  required  to  have  a  utilization  re^dew  committee  to  review  all  long- 
stay  cases  as  Avell  as  review,  on  a  sample  or  other  basis,  admissions, 
durations  of  stay  and  professional  services.  The  reasons  for  requiring 
hospitals  and  extended  care  facilities  to  have  utilization  revicAV  com- 
mittees for  medicare  cases  apply  Avith  equal  force  to  revieAv  of  medicaid 
cases,  but  there  is  noAv  no  such  requirement  in  the  medicaid  laAv. 

Your  committee's  proposal  Avould  require  hospitals  and  skilled  nui-s- 
ing  homes  participating  in  the  medicaid  or  maternal  and  child  health 
program  to  have  cases  revicAved  by  the  same  utilization  revieAv  com- 
mittee already  reviewing  medicare  cases  or,  if  one  does  not  exist,  by  a 
committee  Avliich  meets  the  standards  established  under  medicare.  | 
States  could,  if  they  Avish,  impose  more  stringent  requirements;  e.g., 
they  might  request  that  the  committee  revicAv  medicaid  patient  stays 
earlier  than  medicare  cases  since  the  medicaid  population  is  generally 
younger  tlian  that  covered  under  medicare.  I 

This  jn'ovision  would  be  effective  July  1,  1971. 

(/>>)  PJU in  illation  of  re(pn rernent  that  cost-sharing  charges  imposed 
on  indiriduals  other  than  cash  recipients  under  medicaid  he  related 
to  their  income. — Under  present  laAv,  a  State  cannot  inq)ose  deduct- 
ibles or  other  cost-sharing  do\'icos  on  cash  assistance  recipients.  In 
addition,  Avhile  deductibles  or  copayments  can  be  imposed  Avith  respect 
lo  the  medically  indigent,  they  must  be  ''reasonably  related  to  the 
recipient's  income  and  resources.''  1 

Your  committee's  bill  Avould  remove  the  restriction  relating  to  the 
medically  indigent  in  order  to  allow  States  to  explore  the  cost  advan- 
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ta^es  that  may  result  from  the  direct  savings  and  possible  decrease  in 
utilization  that  cost-sharing  devices  of  a  specified  amount  for  all  the 
medically  indigent  might  create.  Even  a  small  charge  gives  the  recipi- 
ent a  sense  of  participation  and  can  reduce  tendency  to  excessive  use  of 
services.  Experience  with  many  programs  covering  prescription  drugs 
has  shown  that  a  modest  copayment  can  control  excessive  utilization. 
Your  committee  believes  that  States  should  have  the  option  of  intro- 
ducing copayment  provisions  for  the  purpose  of  reducing  the  over- 
utilization  of  services. 

It  would  be  expected  that  States  would  impose  flat  deductibles  or 
copayments  primarily  with  respect  to  these  items  of  health  care  or  serv- 
ices which  are  provided  in  large  part  at  the  initiative  of  the  patient. 
States  would  be  permitted  to  have  such  a  copayment  for  such  services 
for  all  of  its  medically  indigent. 

The  ban  on  use  of  deductibles  or  copayments  for  cash  assistance 
recipients  would  be  retained. 

This  provision  would  be  effective  January  1,  1971,  or  earlier  if  the 
State  plan  so  provides. 

{q)  Notification  of  unnecessary  admission  to  a  hospital  or  extended 
care  facility  under  medicare  program. — Under  present  law,  the  utiliza- 
tion review  committee  required  to  function  in  each  hospital  and  ex- 
tended care  facility  must  review  all  long-stay  cases  and  at  least  a 
sample  of  admissions.  When  in  the  review  of  a  long-stay  case  the  utili- 
zation review  committee  determines  that  further  stay  in  the  institution 
is  not  medically  necessary,  the  committee  is  required  to  notify  promptly 
the  physician,  the  patient,  and  the  institution  of  its  finding.  No  medi- 
care payment  is  made  for  any  services  furnished  after  the  third  day 
following  such  notification. 

Your  committee's  bill  would  require  a  similar  notification,  and  a 
similar  payment  cut-off  after  3  days,  to  be  made  where  the  utilization 
review  committee  in  its  sample  or  other  review  of  admissions  finds  a 
case  where  hospitalization  or  extended  care  is  no  longer  necessary  (or 
never  was  necessary).  Thus,  your  committee's  bill  would  remove  the 
anomaly  of  continuing  payment  in  a  case  where  the  utilization  review^ 
committee  determined  in  the  course  of  sample  or  other  review  that 
admission  to  the  institution  or  further  stay  was  not  necessary  and 
would  make  parallel  the  treatment  accorded  long-stay  cases  and  cases 
reviewed  on  a  sample  basis. 

This  provision  would  be  effective  with  respect  to  services  furnished 
after  the  second  month  following  enactment  of  the  bill. 

(r)  Use  of  State  health  agency  to  perform  certain  functions  under 
medicaid  and  maternal  and  child  health  programs. — Under  present 
law,  one  State  agency  may  have  the  responsibility  for  certifying  health 
facilities  for  participation  in  the  medicare  program  and  another  agen- 
cy for  certifying  health  facilities  for  participation  in  medicaid  and 
maternal  and  child  health  programs.  Your  committee  believes  that  this 
duplication  of  effort  in  the  establishment  and  maintenance  of  health 
standards  is  unnecessary  and  inefficient.  Your  committee's  bill  would 
require  the  State  to  provide  that  the  State  health  agency  shall  perform 
these  functions  for  medicare,  medicaid,  and  the  maternal  and  child 
health  programs. 

Your  committee  also  believes  that  the  effectiveness  and  economy  of 
the  medicaid  program  would  be  enhanced  through  development  of 
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capability  in  each  State  to  perform  utilization  reviews,  to  establish  \ 

standards  relating  to  the  quality  of  health  care  furnished  to  medicaid  ' 

recipients,  and  to  review  the  quality  of  the  services  provided.  Activi-  i 

ties  such  as  these  would  provide  information  on  the  under-  or  over-  I 

utilization  of  resources  and  the  quality  and  appropriateness  of  care.  | 

To  encourage  the  development  of  the  capabilities  upon  which  these  ' 

improvements  w^ould  be  based,  the  committee  bill  provides  that  Federal  ! 

participation  in  medicaid  payments  be  contingent  upon  the  establish-  ' 

ment  of  a  plan,  acceptable  to  the  Secretary,  for  utilization  review,  the  ; 

establishment  of  standards  relating  to  the  quality  of  care  furnished  to  ' 
medicaid  recipients,  and  review  of  the  quality  of  services  provided. 
Federal  matching  at  the  75-percent  rate  is  now  available  for  the  costs 
of  the  health  professionals  and  their  supporting  staff  found  necessary 

in  carrying  out  such  functions.  | 

This  provision  would  be  effective  July  1, 1971. 

(.s-)  Payments  to  health  maintevaiice  orgainzations. — ITnder  present 

law,  organizations  providing  comprehensive  health  services  on  a  per  { 
capita  prepayment  basis  cannot  be  reimbursed  by  medicare  through  a 
single  capitation  payment  encompassing  services  covered  under  both 

the  hospital  insurance  and  supplementary  medical  insurance  parts  of  | 

the  medicare  program.  Instead,  medicare  reimbursement  to  group  prac-  , 

tice  prepayment  plans,  whether  it  is  made  on  a  cost  or  charge  basis,  , 

must  be  related  to  the  costs  to  the  organization  of  providing  specific  i 

services  to  beneficiaries,  so  that  the  financial  incentives  that  such  orga-  j 

nizations  have  in  their  regular  business  to  keep  costs  low  and  to  control  , 

utilization  of  services  do  not  carry  over  to  their  relationship  with  ; 

medicare.  | 

Your  committee  believes  that  a  serious  problem  in  the  jDresent  ap-  ! 

proach  to  payment  for  services  in  the  health  field,  either  by  private  1 

patients,  private  insurance,  or  the  Government,  is  that,  in  effect,  pay-  i 

ment  is  made  to  the  provider  for  each  individual  service  performed,  [ 

so  that  other  things  being  equal,  there  is  an  economic  incentive  on  the  . 

part  of  those  who  make  the  decisions  on  what  services  are  needed  to  I 

provide  more  services,  services  that  may  not  be  essential,  and  even  j 

unnecessary  services.  A  second  major  problem  is  that,  ordinarily,  the  j 

individual  must  largely  find  his  own  w\ay  among  various  types  and  i 

levels  of  services  with  only  partial  help  from  a  single  hospital,  a  nurs-  ; 

ing  home,  a  home  health  agency,  various  specialists,  and  so  on.  No  one  , 

takes  responsibility,  in  a  large  proportion  of  the  cases,  for  determining  | 

the  appropriate  level  of  care  in  total  and  for  seeing  that  such  care,  but  | 
no  more,  is  supplied.  The  pattern  of  operation  of  health  maintenance 
organizations  that  provide  services  on  a  per  capita  prepayment  basis 

lends  itself  to  a  solution  of  both  these  problems  with  respect  to  the  care  i 
of  individuals  enrolled  with  them.  Because  the  organization  receives  a 

fixed  annual  payment  from  enrollees  regardless  of  the  volume  of  serv-  j 

ices  rendered,  there  is  a  financial  incentive  to  control  costs  and  to  pro-  j 

vide  only  the  least  expensive  service  that  is  appropriate  and  adequate  i' 

for  the  enrollee's  needs.  Moreover,  such  organizations  take  responsi-  j; 

bility  for  deciding  on  what  services  the  patient  should  receive  and  then  ■ 

seeing  that  those  are  the  services  he  gets.  i 

Your  committee  believes  it  would  be  desirable  for  medicare  to  relate  j 

itself  to  health  maintenance  organizations  in  a  way  that  conforms  more  [ 
nearly  to  their  usual  way  of  doing  business.  The  objective  is  to  provide, 
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in  the  cae  of  medicare  beneficiaries,  the  same  kind  of  financial  incen- 
tives that  health  maintenance  organizations  have  with  respect  to  their 
other  enrollees. 

Accordingly,  your  committee's  bill  provides  for  medicare  payment 
to  such  an  organization  with  respect  to  beneficiaries  enrolled  with  it  to 
be  made  on  a  prospective  per  capita  basis,  encompassing  services  cov- 
ered under  both  hospital  insurance  and  supplementary  medical  insur- 
ance. (Group  practice  prepayment  plans  could,  of  course,  choose  to 
continue  to  be  reimbursed  under  the  provisions  of  existing  law  if  they 
Avished.)  The  payment  would  be  determined  annually  in  accordance 
with  regulations  of  the  Secretary,  taking  into  account  the  organiza- 
tion's premiums  with  respect  to  nonmedicare  enrollees  (with  appro- 
priate actuarial  adjustments  to  reflect  the  difference  in  utilization  pat- 
terns between  those  under  65  and  those  over  65).  This  payment  is  to 
be  no  more  than  95  percent  of  the  estimated  amount  (with  appropriate 
adjustments  to  assure  actuarial  equivalence)  that  would  be  payable  if 
such  covered  medicare  services  were  furnished  outside  of  the  frame- 
work of  a  health  maintenance  organization.  Thus,  the  organization  will 
be  encouraged  to  manage  its  resources  and  provide  a  level  of  service 
within  a  predictable  premium  income;  extensions  and  improvements 
in  service  could  thus  also  be  provided  to  beneficiaries  from  utilization 
and  other  savings  that  the  organization  may  be  able  to  make  within 
resulting  income.  Payments  to  health  maintenance  organizations  would 
be  made  from  both  the  hospital  insurance  and  supplementary  medical 
insurance  trust  funds,  with  the  portion  from  the  supplementary  med- 
ical insurance  trust  fund  being  the  product  of  the  total  monthly  pre- 
mium (beneficiary  and  Federal  Grovernment  amounts  combined)  times 
the  number  of  medicare  beneficiaries  enrolled  in  the  organization.  The 
remainder  of  the  payment  would  be  made  from  the  hospital  insurance 
trust  fund. 

Under  this  new  approach  to  payment  of  health  maintenance  organi- 
zations, there  is  expected  to  be  a  small  increase  in  the  first  year  or  two 
in  the  amount  of  payment  by  the  program.  However,  if  additional 
beneficiaries  enroll  in  either  existing  or  newly  established  health  main- 
tenance organizations  there  is  a  likelihood  of  cost  savings  to  the 
program. 

The  individuals  with  respect  to  whom  such  payment  would  be  made 
are  medicare  beneficiaries  entitled  to  both  hospital  insurance  and  sup- 
plementary medical  insurance  who  are  enrolled  with  a  health  mainte- 
nance organization.  They  would  receive  medicare-covered  services  only 
through  the  health  maintenance  organization,  except  for  those  emer- 
gency services  as  are  furnished  by  other  physicians  and  providers  of 
services.  The  health  maintenance  organization  would  be  responsible 
for  paying  the  costs  of  such  emergency  services.  If  an  enrolled  individ- 
ual received  nonemergency  care  through  some  other  means  than  the 
health  maintenance  organization,  he  would  have  to  meet  the  entire 
expense  of  such  care. 

To  (qualify  to  receive  payment  in  this  way,  a  health  maintenance 
organization  would  have  to  be  one  which  provides :  (1)  either  directly 
or  through  arrangements  with  others,  health  services  on  a  prospective 
per  capita  prepayment  basis;  (2)  all  the  services  and  benefits  of  both 
the  hospital  and  medical  insurance  parts  of  the  program;  (3)  physi- 
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cian's  services,  either  directly  by  jDliysicians  who  are  employees  or  ' 
partners  of  the  oro^aiiization,  or  under  an  arrangement  with  an  ortja- 
nized  o-roup  of  physicians  under  wliich  the  ^rroup  is  reimbursed  for  i 
its  services  on  the  basis  of  an  aggreg-ate  fixed  sum  or  on  a  per  capita  ' 
basis.  (The  group  of  pliysicians  wliich  has  the  arrangement  with  the  | 
heahh  maintenance  organization  coukl,  in  turn,  pay  its  physician  ^ 
members  on  any  other  basis,  including  fee-for-service.)  At  least  half  i 
the  enrolled  members  of  a  health  maintenance  organization  must  be  • 
under  age  65,  and  the  organization  would  have  to  have  an  open  en- 
rollment period  a^"  least  once  every  2  years  under  which  it  accepts 
enrollees  on  a  nondiscriminatory  basis  up  to  the  limits  of  its  capacity.  | 
The  additional  requirements  are:  (1)  that  the  organization  furnish  ' 
to  the  Secretary  ])roof  of  its  financial  responsibility  and  its  capacity 
^"o  provide  comprehensive  health  services,  including  institutional  serv-  j 
ices,  effectively  and  economically :  (2)  that  the  organization  must  have  | 
arrangements  for  assuring  that  the  health  services  required  by  its 
enrollees  are  received  j^romptlv  and  approin^ately  and  that  they  meas- 
ure up  to  quality  standards.  The  A^arious  elements  of  a  health  mainte- 
nance organization,  such  as  the  hospital,  the  extended  care  facility  or 
clinical  laboratory,  would  each  continue  to  have  to  meet  the  conditions 
of  participation  or  other  quality  standards  which  apply  to  such  orga- 
nizations under  present  law. 

If  the  health  maintenance  organization  provides  only  the  services 
covered  by  the  medicare  program  to  its  enrollees,  the  premiums  it  may 
charge  its  enrollees  cannot  exceed  the  actuarial  value  of  the  cost-sharing 
])rovisions  of  the  hospital  and  supplementary  medical  insurance  parts  , 
of  the  medicare  program.  If,  however,  the  organization  provides  its  I 
enrollees  services  in  addition  to  those  covered  under  medicare,  it  must 
inform  enrollees  of  the  joortion  of  the  premium  api:)licable  to  such  addi- 
tional services,  and  the  portion  applicable  to  medicare-covered  services 
may  not  exceed  the  actuarial  value  of  the  cost-sharinof  provisions  of  the 
medicare  program.  These  requirements  are  intended  to  assure  that 
beneficiaries  enrolled  with  health  maintenance  organizations  benefit 
full}^  from  their  medicare  coverage  and  are,  in  effect,  charged  no  more  j 
than  the  deductible  and  coinsurance  amounts.  This  ])rovision  will  also 
assure  that  that  they  are  made  aware  of  the  exact  cost  of  any  coverage 
included  in  the  benefits  provided  by  the  health  maintenance  organiza- 
tions which  is  in  addition  to  medicare  coverage. 

Beneficiaries  enrolled  with  a  health  maintenance  organization  who 
are  dissatisfied  with  decisions  of  the  organization  on  this  benefit 
coverage  would  have  the  right  to  a  hearing  before  the  Secretary,  in 
which  the  health  maintenance  organization  would  be  an  interested 
])arty,  and  to  judicial  review  with  respect  to  disputes  involving  | 
amounts  exceeding  specified  limits. 

Beneficiaries  could  terminate  their  enrollment  with  a  health  main- 
tenance organization  and  revert  to  regular  coverage  under  the  program 
in  accordance  with  regulations.  It  is  expected  that,  <renerally,  disenroll- 
ment  would  take  effect  at  the  same  time  after  the  disenrollment  request 
as  is  the  case  now  with  resj^ect  to  disenrollment  under  the 
su]:)plementary  medical  insurance  program. 

Your  committee  notes  that  thei-e  is  sufficient  authority  in  the  present 
medicaid  program  to  permit  States  to  arrange  for  medicaid  coverage 
through  a  health  maintenance  organization.  It  would  continue  to  be 
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necessary,  as  required  under  present  law,  to  guarantee  medicaid  eligi- 
bles  freedom  of  choice  of  health  providers.  Moreover,  it  is  expected 
that  the  Department  of  Health,  Education,  and  Welfare  would  use 
the  provisions  of  medicare  law  and  regulations  for  health  maintenance 
organizations,  to  the  extent  appropriate,  in  regulations  dealing  with 
similar  coverage  under  the  medicaid  program. 

The  health  maintenance  organization  provisions  in  the  bill  would  be 
effective  with  respect  to  services  furnished  on  or  after  January  1, 1971. 

3.  Miscellaneous  and  technical  provisions 

(a)  Coverage  prior  to  application  for  medicaid. — Under  present  law 
a  State  may,  at  its  own  option,  cover  the  cost  of  health  care  provided 
to  an  otherwise  qualified  recipient  for  the  three  months  prior  to  his 
application  for  medicaid.  Thirty-one  States  have  elected  to  provide 
this  coverage,  thereby  protecting  persons  who  are  eligible  for  medicaid 
but  do  not  apply  for  assistance  until  after  they  have  received  care, 
either  because  they  did  not  know  about  the  medicaid  eligibility  re- 
quirements or  because  the  sudden  nature  of  their  illness  prevented 
their  applying. 

Your  committee  believes  that  such  coverage  is  reasonable  and  de- 
sirable and  recommends  that  the  States  be  required  to  provide  protec- 
tion for  that  3-month  period.  Therefore,  your  committee's  bill  requires 
all  States  to  provide  coverage  for  care  and  services  furnished  in  or 
after  the  third  month  prior  to  application  for  those  individuals  who 
were  otherwise  eligible  when  the  services  were  received. 

This  provision  would  be  effective  July  1, 1971. 

( & )  Hospital  admissions  for  dental  services  under  the  medicare  pro- 
gram.— Under  present  medicare  procedures,  when  a  patient  is  hos- 
pitalized in  connection  with  the  performance  of  noncovered  dental 
procedures,  payment  may  be  made  for  inpatient  hospital  services  if  the 
patient  has  other  impairments  so  severe  that  hospitalization  is  neces- 
sary. In  some  cases,  intermediaries  require  that  a  physician  certify  to 
the  medical  necessity  of  dental  admissions,  since  hospitalization  is 
ordinarily  not  necessary  for  the  provision  of  dental  services.  Where 
such  a  certification  is  required,  the  dentist  who  will  be  performing  the 
dental  procedures  must  arrange  for  'a  physician  to  make  the  necessary 
certification. 

Your  committee's  bill  would  authorize  the  dentist  who  is  caring  for 
the  patient  to  make  the  determination  of  the  necessity  for  inpatient 
hospital  admission  for  dental  services  without  requiring  a  corroborat- 
ing certification  by  a  physician.  Your  committee  believes  that  in  these 
kinds  of  cases  the  dentist  is  in  a  better  position  to  make  the  necessary 
evaluation  of  the  patient's  condition  and  probable  reaction  to  dental 
surgery  than  is  a  physician  who  may  not  be  familiar  either  with  the 
patient  or  the  nature  of  the  dental  procedures  to  be  performed. 

This  provision  would  be  effective  with  respect  to  admissions  occur- 
ring after  the  second  month  following  enactment  of  the  bill. 

(c)  Exemption  of  Christia/n  Science  sanatoriums  from  certain  nurs- 
ing home  requirements  uxnder  medicaid. — ^Under  present  law.  Chris- 
tian Science  sanatoriums  are  permitted  to  participate  in  the  medicaid 
program  as  skilled  nursing  homes,  and  las  such,  are  required  to  meet  the 
general  requirements  established  for  skilled  nursing  homes. 

Your  committee  believes  that  Christian  Science  sanatoriums  which 
do  not  actually  provide  medical  care,  should  not  be  required  to  have 
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a  skilled  nursing  home  administrator  licensed  by  the  State,  to  maintain  1 
an  organized  nursing  service  under  the  direction  of  a  registered  nurse, 
to  maintain  detailed  medical  records,  or  to  have  diagnostic  and  other  j 
service  arrangements  with  general  hospitals.  The  bill  would,  therefore, 
exempt  Christian  Science  sanatoriums  from  the  requirements  for,  a  | 
licensed  nursing  home  administrator  and  other  inappropriate  require-  j 
ments  of  the  medicaid  program.  Such  sanatoriums  will  be  expected  to  | 
continue  to  meet  all  applicable  safety  standards.  I 

This  provision  would  be  effective  upon  enactment.  | 

{(1)  Physical  theraqry  services  under  medicare. — Under  present  law,  i 
physical  therapy  is  covered  as  an  inpatient  hospital  service,  an  in- 
patient extended  care  service,  a  home  health  service,  and  a  service  ' 
incident  to  physicians'  services.  Physical  therapy  is  also  covered  when  j 
furnished  under  prescribed  conditions  by  a  participating  hospital,  I 
extended  care  facility,  home  health  agency,  clinic,  rehabilitation  i 
agency,  or  public  health  agency  to  its  outpatients.  The  physical  ther-  j 
apist  may  be  either  an  employee  of  the  participating  facility  or  he  may  I 
be  self-employed  and  furnish  his  services  under  arrangements  with  and  ! 
under  the  supervision  of  the  facility. 

The  limitations  imposed  under  present  law  on  the  coverage  of  physi-  i 
cal  therapy  have  been  a  source  of  some  difficulty.  For  example,  it  has  i 
been  difficult  to  explain  why  physical  therapy  services  cannot  be  fur-  i 
nished  in  the  therapist's  office,  especially  in  cases  where  the  latter  is 
more  accessible  than  the  facility  to  which  the  beneficiary  must  travel  to  I 
obtain  the  service.  i 

Your  committee's  bill  would  include  as  covered  services  under  the  1 
supplementary  medical  insurance  program  the  services  of  a  physical  j 
therapist  in  independent  practice,  when  furnished  in  his  office  or  in  i 
the  patient's  home  (including  a  place  of  residence  used  as  his  home  ' 
other  than  an  institution  which  is  primarily  engaged  in  furnishing  I 
skilled  health  care  services).  These  services  would  be  furnished  under  i 
such  licensing  and  other  conditions  relating  to  health  and  safety  as 
the  Secretary  may  find  necessary,  such  as  requiring  that  the  services  | 
be  furnished  pursuant  to  a  written  plan  of  treatment  established  by  | 
a  physician  which  prescribes  the  amount,  type,  and  duration  of  serA^-  ' 
ices  to  be  furnished,  and  setting  out  professional  qualifications  in 
addition  to  State  licensure  for  the  physical  therapists  participating  i 
under  this  provision.  Tlie  bill  would  i)rovide  that  the  Secretary  estab-  | 
lish  regulations  governing  other  conditions  under  which  the  proposed  j 
services  would  be  furnished.  Your  committee  expects  the  Secretary  to  i 
be  guided  by  the  conditions  now  in  effect  for  providers  of  outpatient  i 
physical  therapy  services,  taking  into  account  the  less  elaborate  facil-  j 
ities  generally  present  in  the  office  setting,  but  assuring  that  the  reg-  i 
ulations  provide  for  the  availability  of  an  adequate  program  of  phys- 
ical therapy  services  in  the  therapist's  office.  ^ 

With  respect  to  i:)resent  law  as  it  covers  physical  therapy  services  ! 
furnished  to  an  inpatient  of  a  hospital  or  an  extended  care  facility,  ■ 
there  are  a  few  cases  where  an  ini:)atient  exhausts  his  inpatient  benefits  j 
and  can  continue  to  receive  payment  for  the  physical  therapy  treat-  j 
nient  (as  a  ('o\  ered  oxix^nse  under  the  sup])]ementary  medical  insurance  1 
pi'ograni)  only  if  tlic  liospital  or  extended  care  facility  is  able  to  ar-  » 
rano-e  for  another  parti('ii)ating  facility  to  furnish  the  physical  therapy  fl 
treat  nient  as  an  outpatient  ser^'ice.  Your  committee's  bill  would  author-  I 
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ize  a  hospital  or  extended  care  facility  to  furnish  outpatient  physical 
therapy  services  to  its  inpatients.  This  would  permit  an  inpatient  of  a 
participating  hospital  or  extended  care  facility  to  continue  to  receive 
covered  physical  therapy  services  under  the  supplementary  medical 
insurance  program  in  those  cases  where  he  had  exhausted  his  inpatient 
benefits  through  which  physical  therapy  services  were  covered  under 
the  hos})ital  insurance  program  or  where  he  is  otherwise  ineligible  for 
hospital  insurance  inpatient  benefits. 

Your  committee  is  concerned  over  the  increasing  costs  of  physical 
therapy  services  furnished  in  hospitals  and  extended  care  facilities. 
Moreover,  there  is  considerable  evidence  that  physical  therapy  has 
been  one  of  the  areas  in  the  present  program  most  subject  to  abuse. 
Accordingly,  the  committee  bill  includes  two  provisions  for  controlling 
program  expenditures  for  physical  therapy  services  and  for  prevent- 
ing abuse : 

(1)  Total  charges  on  which  payment  may  be  made  in  a  calendar  year 
with  respect  to  an  individual  for  physical  therapy  services  furnished 
to  him  in  practitioners'  offices  or  in  his  home  by  independently  practic- 
ing physical  therapists  may  not  execeed  $100  (such  payment  would  be 
subject  to  the  deductible  and  coinsurance  provisions  of  the  supplemen- 
tary medical  insurance  program) .  Program  reimbursement  for  the  rea- 
sonable charges  for  the  covered  services  would  be  made  either  to  the 
beneficiary  or,  on  assignment,  directly  to  the  physical  therapist. 

(2)  With  respect  to  physical  therapy  services  furnished  by  a  pro- 
vider of  services,  a  clinic,  rehabilitation  agency,  or  a  public  health 
agency  or  by  others  under  arrangements  with  such  providers  or  other 
organizations,  payment  for  the  reasonable  cost  of  such  services  m'ay 
not  exceed  an  amount  equal  to  the  salary  which  would  have  been 
payable  to  a  qualified  physical  therapist  if  the  services  h'ad  been  per- 
formed in  an  employment  relationship. 

The  provisions  for  covering  additional  physical  therapy  services 
under  supplementary  medical  insurance  would  be  effective  for  services 
furnished  on  or  after  January  1, 1971.  The  provisions  relating  to  physi- 
cal therapy  services  furnished  by  a  provider  of  services  or  other  agency 
would  be  effective  with  respect  to  accounting  periods  beginning  on  or 
after  January  1,  1971. 

(e)  Extension  of  grace  period  for  termination  of  supplementary 
medical  insurance  coverage  where  failure  to  pay  pi^emiums  is  due  to 
good  cause. — Under  present  law,  an  individual's  coverage  under  the 
supplementary  medical  insurance  part  of  medicare  is  terminated  for 
nonpayment  of  premiums.  The  termination  is  effective  on  a  date  deter- 
mined under  regulations  which  may  be  established  so  as  to  provide  a 
grace  period  (not  in  excess  of  90  days)  during  which  overdue  premiums 
may  be  paid  and  coverage  continued. 

Several  types  of  cases  have  arisen  in  which  termination  of  an  indi- 
vidual's supplementary  medical  insurance  protection  for  failure  to 
pay  all  premiums  due  within  90  days  is  clearly  inequitable.  For  exam- 
ple, there  have  been  cases  where  for  reasons  of  physical  or  mental  in- 
capacity the  enrollee  was  unable  to  make  the  premium  payment  within 
the  allowed  time  limit  and  there  was  no  one  acting  on  his  behalf  to 
protect  his  interests.  In  other  cases,  coverage  has  been  terminated  be- 
cause the  enrollee  mistakenly  believed  that  payment  had  been  made 
when  actually  it  had  not. 

44-345  O— 70  5 
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Your  committee's  bill  would  extend  the  90-day  grace  period  for  an 
additional  90  days  where  the  Secretary  finds  that  there  was  good  cause 
for  failure  to  pay  the  premium  before  the  expiration  of  the  initial 
90-day  grace  period. 

This  provision  would  apply  to  such  cases  of  nonpayment  of  premi- 
ums due  within  the  90-day  period  preceding  the  date  of  enactment. 

(/)  Extension  of  time  for  fling  claim  for  supplementary  medical 
insurance  benefits  where  delay  is  due  to  administrative  error. — Under 
present  law,  a  claim  for  benefits  imder  the  supplementary  medical  in- 
surance program  must  be  filed  by  December  81  of  the  year  following 
the  year  in  which  the  services  were  provided.  (For  this  purpose,  serv- 
ices furnished  in  the  last  8  months  of  a  year  are  deemed  to  have  been 
furnished  in  the  following  year.)  The  present  time  limit  is  adequate 
for  the  vast  majority  of  supplementary  medical  insurance  claims.  In 
some  few  cases,  however,  beneficiaries  have  failed  to  file  a  timely 
claim  due  to  a  mistake  or  other  action  on  the  part  of  the  Government 
or  one  of  its  'agents.  For  example,  misinformation  from  an  official 
source  or  delay  in  establishing  supplementary  medical  insurance  en- 
titlement has  resulted  in  late  filing  of  claims. 

Your  committee's  bill  would  provide  that  where  a  claim  under  sup- 
plementary medical  insurance  is  not  filed  timely  due  to  error  of  the 
Government  or  one  of  its  agents,  the  claim  may  nevertheless  be 
honored  if  filed  as  soon  as  possible  after  the  facts  in  the  case  have  been 
established.  This  provision  would  assure  that  claimants  would  not  be 
treated  inequitably  because  of  such  an  error. 

This  amendment  would  apply  with  respect  to  bills  submitted  and 
requests  for  payment  made  after  March  1968. 

{g)  Waiver  of  enrollment  period  requirements  cohere  individual^ s 
rights  were  prejudiced  hy  administrative  error  or  inaction. — Under 
present  law,  an  individual  can  enroll  in  the  supplementary  medical 
insurance  program  during  his  initial  7-month  enrollment  period,  be- 
ginning with  the  third  month  before  the  month  he  attains  age  65, 
or  during  any  general  enrollment  period  (during  the  first  3  months  of 
each  year),  which  begins  within  8  years  after  the  end  of  his  initial 
enrollment  period.  (The  committee's  bill  includes  a  provision  which 
would  eliminate  the  8-year  limit  on  enrollment.  That  provision  is 
discussed  immediately  following  discussion  of  this  provision.) 

There  have  been  some  relatively  rare  cases  in  which  it  has  been  dis- 
covered that  due  to  an  action,  inaction,  or  error  on  the  part  of  the  Gov- 
ernment an  individual  is  in  fact  enrolled,  or  is  in  fact  not  enrolled, 
under  supplementary  medical  insurance  when  both  the  individual  and 
the  Government  had  until  then  believed  that  the  reverse  was  true.  Such 
cases  include  instances  where  an  individual  filed  an  enrollment  request 
timely  2,  8,  or  more  years  ago,  but  it  was  inadvertently  misfiled  and 
never  acted  upon.  When  the  request  is  discovered,  the  individual,  who 
did  not  know  he  had  supplementary  medical  insurance  coverage  is  pre- 
sented with  a  substantial  bill  for  premiums ;  or  if  he  is  a  beneficiary,  he 
may  find  that  his  benefit  check  is  reduced  or  withheld  altogether  to  pay 
premiums  for  supplementary  medical  insurance  coverage  which  he 
never  knew  he  had.  Another  type  of  case  involves  the  person  who 
enrolled  in  good  faith  and  was  allowed  medical  insurance  on  the  basis 
of  evidence  showing  that  he  had  attained  age  65 ;  several  years  later 
new  evidence  is  discovered  which  shows  he  was  only  age  64  at  the  time  of 
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enrollment — that  is,  new  evidence  shows  that  he  was  not  eligible  to 
enroll  when  he  did.  In  such  situations  the  Government  is  forced  to 
disallow  the  supplementary  medical  insurance  coverage,  refund  all 
premiums  received,  recover  any  supplementary  medical  insurance  ben- 
efits paid,  and  notify  the  person  that  if  he  wishes  supplementary  med- 
ical insurance  coverage  he  may  enroll  in  the  next  general  enrollment 
period.  Although  these  cases  are  rare,  they  can  cause  considerable 
hardship  and  distress  to  the  individuals  involved,  and  present  law 
permits  no  relief  to  be  given. 

Your  committee  believes  that  where  an  individual's  enrollment 
rights  under  supplementary  medical  insurance  have  been  prejudiced 
because  of  the  action,  inaction  or  error  on  the  part  of  the  Government, 
he  should  not  be  penalized  or  caused  hardship.  The  bill,  therefore, 
authorizes  the  Secretary  to  provide  such  equitable  relief  as  may  be 
necessary  to  correct  or  eliminate  the  effects  of  these  situations,  includ- 
ing (but  not  limited  to)  the  establishment  of  a  special  initial  or 
subsequent  enrollment  period,  with  a  coverage  period  determined  on 
the  basis  thereof  and  with  appropriate  adjustments  of  premiums. 

This  provision  would  apply  to  all  cases  which  have  arisen  since  the 
beginning  of  the  program. 

(h)  Elimination  of  provisions  preventing  enrollment  in  supple- 
mentary medical  insurance  program  more  than  3  years  after  first 
opportunity. — Under  present  law,  an  individual  can  enroll  for  the 
first  time  in  the  supplementary  medical  insurance  program  during  his 
initial  7-month  enrollment  period,  beginning  with  the  third  month 
before  the  month  he  attains  age  65,  or  during  any  general  enrollment 
period  (during  the  first  8  months  of  each  year)  which  begins  within 
3  years  after  the  end  of  his  initial  enrollment  period.  A  person  whose 
enrollment  has  terminated  may  not  enroll  for  the  second  time  in  sup- 
plementary medical  insurance  unless  he  does  so  in  a  general  enrollment 
period  which  begins  within  3  years  after  the  effective  date  of  such 
termination.  An  individual  may  reenroll  only  once. 

The  3-year  enrollment  limit  was  included  in  the  law  (as  are  other 
limitations  on  enrollment  in  the  supplementary  medical  insurance  pro- 
gram) in  the  interest  of  avoiding  antiselection  in  case  the  enrollment 
under  the  program  was  not  a  very  substantial  proportion  of  people 
eligible  to  enroll.  For  example,  substantial  numbers  of  people  who  are 
relatively  healthy  might  delay  enrollment  until  they  are  well  past  age 
65  and  have  become  sick,  at  which  point  they  would  enroll  and  receive 
substantial  benefits  without  having  paid  much  in  premiums.  However, 
since  there  is  now  a  95-percent  rate  of  participation  in  the  program  and 
since  the  vast  majority  of  enrollees  enroll  at  the  earliest  possible  time, 
there  would  seem  to  be  no  reason  to  retain  the  3-year  limit  on  enroll- 
ment. Further,  present  law  provides  that  premiums  for  late  enrollees 
are  increased  10  percent  for  each  full  12  months  elapsed  between  the 
time  they  could  have  enrolled  and  actually  do  enroll  and  this  provision 
would  be  retained.  Such  late-enrollment  charges  serve  to  prevent 
antiselection  and  to  meet  the  higher  costs  associated  with  those  who 
enroll  at  older  ages. 

Your  committee's  bill  would  eliminate  the  3-year  limit  with  respect 
to  both  initial  enrollment  and  reenrollment  after  an  initial  termina- 
tion. Enrollment  periods  would  remain  as  presently  defined  and  the 
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restriction  limiting  individuals  who  terminate  enrollment  to  reenroll 
only  once  would  be  retained. 

This  provision  would  apply  to  all  those  who  are  ineligible  to  enroll 
under  present  law. 

(?)  Waive?'  of  recovery  of  incorrect  payments  from  survivor  who 
is  without  fault, — Under  present  law,  an  individual  to  whom  (or  on 
behalf  of  whom)  a  medicare  overpayment  is  made  is  subjected  to  re- 
covery action  with  respect  to  such  overpayment,  except  that  the  re- 
covery action  may  be  waived  if  the  individual  is  without  fault  and  if 
recovery  would  defeat  the  purposes  of  the  cash  social  security  title 
(title  II)  of  the  Social  Security  Act  or  would  be  against  equity  and 
good  conscience.  If  such  individual  dies,  recovery  action  is  initiated 
as  necessary  any  other  individual  who  is  receiving  cash  social  securit}^ 
benefits  on  the  same  earnings  record  as  the  deceased  overpaid  bene- 
ficiary. In  the  latter  situation,  however,  waiver  of  recovery  action  is  not 
permitted  even  though  the  surviving  beneficiary — a  widow,  for 
example — is  without  fault  with  respect  to  the  overpayment. 

The  Social  Securitv  Amendments  of  1967  included  a  provision  which 
23ermitted  recovery  to  be  waived  in  the  case  of  cash  benefits  if  the  indi- 
A'idual  from  whom  recovery  is  being  considered  is  without  fault,  even 
though  the  overpaid  mdividual  was  at  fault.  However,  the  comparable 
change  with  respect  to  medicare  overpayments  was  not  made.  As  a 
result,  there  are  situations  in  which,  for  example,  an  overpayment 
made  to  a  deceased  beneficiary  is  the  responsibility  of  his  widow  even 
though  she  was  without  fault  in  causing  the  overpayment,  whereas  if 
the  overpayment  had  been  made  to  or  on  behalf  of  the  widow  herself, 
the  waiver  provision  would  apply  if  she  were  not  at  fault. 

Your  committee's  bill  would  rectify  this  anomaly  by  permitting  any 
individual  who  is  liable  for  repayment  of  a  medicare  overpayment  to 
qualify  for  waiver  of  recovery  of  the  overpaid  amount  if  he  is  without 
fault  and  if  such  recovery  would  defeat  the  purposes  of  title  II  or 
would  be  against  equity  and  good  conscience. 

The  proHsion  would  be  effective  upon  enactment  for  overpayments 
outstanding  at  that  time. 

{'])  Requirement  of  minimum  amount  of  claim  to  estahlish  entitle- 
ment to  hearing  under  suj)j)lementary  medical  insurance  program. — 
lender  present  law,  people  enrolled  in  the  supj^lementary  medical 
insurance  program  are  assured  an  opportunity  for  a  fair  hearing  by  the 
carrier  when  requests  for  payment  under  supplementary  medical  insur- 
ance are  denied  or  are  not  acted  upon  with  reasonable  promptness,  or 
when  the  amount  of  the  payment  is  in  controversy,  regardless  of  the 
dollar  amount  at  issue.  Experience  under  the  program  indicates  that  the 
holding  of  a  full  fair  hearing  is  unwarranted  in  cases  where  the  amount 
in  controvei^y  is  relatively  small.  Carriers  have  reported  cases  involv- 
ing S5  and  SlO  claims  for  which  the  cost  of  holding  a  fair  hearing  has 
exceeded  $100.  Approximately  45  percent  of  the  hearings  held  since  the 
beginning  of  the  program  have  involved  an  amount  less  than  $100.  Fur- 
ther, regulations  require  carriers  to  have  a  reconsideration  review  of  all 
denied  claims.  Such  review  involves  different  claims  j^ersonnel  than 
those  who  acted  on  the  original  claim  and  should  be  sufficient  protection 
in  small  claims  cases. 

Your  committee's  bill  would  require  that  a  minimum  amount  of  $100 
be  at  issue  before  an  enrollee  in  the  supi)lementary  medical  insurance 
program  will  be  granted  a  fair  hearing  by  the  carrier. 
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The  provision  would  be  effective  with  respect  to  hearings  requested 
after  the  enactment  of  the  bill. 

{k)  Collection  of  suyfl ementary  medical  insurance  premiums  from 
individuals  entitled  to  hoth  social  security  anfid  railroad  retirement 
heneflts. — Under  present  law,  the  responsibility  for  collecting  supple- 
mentary medical  insurance  premiums  for  enrollees  entitled  to  both  rail- 
road retirement  benefits  and  social  security  benefits  is  vested  in  either 
the  Social  Security  Administration  or  the  Railroad  Retirement  Board, 
depending  upon  the  circumstances  of  entitlement  at  the  time  of  enroll- 
ment. This  arrangement  requires  an  administrative  procedure  under 
which  persons  so  entitled  can  enroll  in  the  supplementary  medical 
insurance  program  with  either  agency.  The  result  has  been  that  some 
individuals  (because  all  the  facts  are  not  made  known  at  the  time  of 
enrollment)  are  enrolled  twice  and  have  two  different  identifying 
numbers;  others  are  enrolled  by  the  Social  Security  Administration 
and  not  enrolled  by  the  Railroad  Retirement  Board,  or  vice  versa,  and 
thus  may  have  two  medicare  cards — one  showing  entitlement  to  bene- 
fits under  part  A  only  and  the  other  showing  entitlement  to  benefits 
under  both  parts  A  and  B.  Such  discrepancies,  even  though  ultimately 
corrected,  are  a  source  of  confusion  to  beneficiaries  and  a  cause  of 
unnecessary  administrative  expense. 

Also,  the  processing  of  medical  insurance  claims  is  established  so  as 
to  require  that  all  claims  submitted  by  or  on  behalf  of  railroad  bene- 
ficiaries be  handled  by  a  single  carrier,  presently  the  Travelers  Insur- 
ance Company.  Because  the  account  numbers  assigned  to  railroad 
beneficiaries  who  enroll  with  the  Social  Security  Administration  are 
not  identified  as  applying  to  railroad  beneficiaries  (because  the  bene- 
ficiary does  not  make  this  known),  many  railroad  iDeneficiary  claims 
are  submitted  to  other  carriers  and  require  rerouting  to  Travelers  In- 
surance Company.  This  is  expensive  and  a  cause  of  delay  in  making 
payments. 

Your  committee's  bill  provides  that  the  Railroad  Retirement  Board 
shall  be  responsible  for  collection  of  supplementary  medical  insurance 
premiums  for  all  enrollees  who  are  entitled  under  that  program.  This 
change  will  eliminate  the  confusion,  payment  delay,  and  administra- 
tive expense  deriving  from  the  related  provisions  of  present  law. 

This  provision  would  be  effective  for  premiums  becoming  due  and 
payable  after  the  fourth  month  after  the  month  of  enactment. 

{I)  Payment  for  certain  inpatient  hospital  services  furnished  out- 
side the  TJnited  States. — Under  present  law,  services  furnished  outside 
the  United  States  are  excluded  from  coverage  with  the  single  excep- 
tion that  hospital  insurance  benefits  are  payable  for  emergency  in- 
patient services  provided  in  nearby  foreign  hospitals  if  the  beneficiary 
is  physically  present  within  the  United  States  when  the  emergency 
arises  and  the  foreign  hospital  to  which  he  is  admitted  is  closer  to  the 
place  where  the  emergency  arose  or  more  accessible  than  the  nearest 
United  States  hospital  that  is  adequately  equipped  and  available  for 
his  treatment.  Your  committee  is  concerned  that  under  present  law  bor- 
der residents  who  find  that  the  nearest  hospital  suited  to  their  inpatient 
care  needs  is  located  outside  the  United  States  may  not  receive  pro- 
tection against  the  health  costs  they  incur  in  using  these  nearest  hos- 
pitals except  in  the  indicated  emergency  situations. 
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In  connection  with  the  Social  Security  Amendments  of  1967,  the 
Department  of  Health,  Education,  and  Welfare  and  the  Department 
of  State  were  requested  to  explore  the  feasibility  of  entering  into 
reciprocal  arrangements  between  the  United  States  and  neighboring 
nations  designed  to  make  medicare  benefits  available  to  United  States 
citizens  who  receive  necessary  hospital  care  in  such  neighboring  na- 
tions. The  report  of  the  study  indicated  that  such  reciprocal  arrange- 
ments are  not  feasible  at  the  present  time,  but  that  unilateral  extension 
of  medicare,  which  could  be  limited  to  border  residents,  appears  to  be 
feasible. 

Your  conmiittee's  bill  would  include  a  provision  which  would  ex- 
pand Medicare  coverage  of  services  outside  the  United  States  to  take 
accomit  of  the  special  problems  of  border  residents.  Medicare  benefits 
would  be  payable,  with  respect  to  admissions  after  December  31, 1970, 
for  inpatient  hospital  services  furnished  outside  the  United  States  if 
the  beneficiary  is  a  resident  of  the  Ignited  States  and  the  forei^i  hos- 
pital was  closer  to,  or  substantially  more  accessible  from  his  residence 
than  the  nearest  hospital  in  the  Ignited  States  which  was  suitable  and 
available  for  his  treatment.  For  such  beneficiaries,  benefits  would  be 
payable  without  regard  to  whether  an  emergency  existed  or  where  the 
illness  or  accident  occurred.  Only  inpatient  services  furnished  by  a 
hos]3ital  which  has  been  accredited  by  the  Joint  Commission  on  Ac- 
creditation of  Hospitals  or  by  a  hospital  approval  program  ha^T.ng 
essentially  comparable  standards  would  be  covered. 

The  present  provisions  covering  emergency  injDatient  hospital  serv- 
ices outside  the  United  States  would  be  retained. 

Payment  for  all  covered  hospital  services  furnished  outside  the 
United  States  would  be  made  on  essentially  the  same  basis  as  payment 
for  emergency  services  furnished  by  a  nonparticipating  hospital  within 
the  United  States.  Where  the  hospital  elected  to  bill  the  medicare  pro- 
gram it  would  be  reimbursed  on  the  basis  of  the  reasonable  cost  of  the 
covered  services  furnished  the  beneficiary,  as  is  now  done  with  respect 
to  emergency  services  furnished  by  a  nonparticipating  hospital  which 
furnishes  actual  cost  data.  Where  payment  could  not  be  made  solely 
because  the  hospital  did  not  elect  to  bill  the  program,  benefits  would  be 
payable  directly  to  the  beneficiary  on  the  basis  of  an  itemized  bill  if  he 
filed  an  acceptable  application  for  reimbui^ement.  Subject  to  the  ap- 
propriate deductibles  and  coinsurance,  the  beneficiary  would  be  reim- 
bursed in  an  amount  equal  to  60  percent  of  the  hospital's  reasonable 
charges  for  "routine  services"  in  the  room  occupied  by  him  or  in  semi- 
private  acconmiodations,  whichever  is  less,  plus  80  percent  of  the  hos- 
pital's reasonable  charges  for  "ancillary  services,"  or,  if  separate 
charges  for  routine  and  ancillary  services  are  not  made  by  the  hospital, 
two-thirds  of  the  hospital's  total  charges. 

This  provision  of  the  bill  would  be  effective  with  respect  to  hospital 
admissions  after  December  81, 1970. 

{m)  Study  of  chiropractic  coverage. — Your  committee's  bill  would 
require  the  Secretary  to  conduct  a  study  of  chiropractic  services  cov- 
ered under  State  plans  approved  under  title  XIX.  The  objectives  of 
tlie  study  would  be  to  determine  whether  and  to  what  extent  chiro- 
practic services  should  be  covered  under  the  supplementary  medical 
msurance  program  of  title  XVIII,  giving  particular  attention  to  the 
limitations  which  should  be  placed  on  such  coverage  and  on  the  amounts 
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to  be  paid  for  whatever  services  might  be  provided.  The  study  would 
include  one  or  more  demonstration  projects  designed  to  assist  in  pro- 
viding (under  controlled  conditions)  the  information  necessary  to 
achieve  the  objectives  of  the  study.  The  Secretary  would  be  required  to 
report  the  results  of  the  study  to  the  Congress  within  2  years  after  the 
date  of  enactment  of  this  bill,  together  with  his  findings  and  recom- 
mendations based  on  the  study,  and  on  the  information  he  obtains  con- 
cerning the  experience  of  puljlic  and  private  plans  which  now  or  did 
cover  chiropractic  services. 

(n)  Extending  health  insurance  protection  to  disabled  hene- 
ficiaries. — Your  committee  gave  extensive  consideration  to  a  proposal 
to  extend  hospital  insurance  protection  under  title  XVIII  to  disabled 
workers  entitled  to  monthly  cash  disability  benefits  under  the  social 
security  and  railroad  retirement  programs.  While  your  committee 
believes  that  extending  hospital  insurance  protection  to  these  bene- 
ficiaries would  be  most  desirable,  it  has  regretfully  concluded  that  such 
an  extension  is  not  advisable  at  the  present  time. 

A  major  factor  in  your  committee's  decision  was  that  the  per  capita 
cost  of  providing  hospital  insurance  for  the  disabled  would  be  con- 
siderably higher  than  is  the  cost  of  providing  the  same  coverage  for 
the  aged.  The  high  cost  (even  if  the  proposal  were  limited  to  disabled 
worker  beneficiaries) ,  together  with  the  need  to  bolster  financing  for 
the  existing  hospital  insurance  program  for  the  aged  (discussed  else- 
where in  this  report) ,  raised  serious  problems  for  which  the  committee 
found  no  immediately  acceptable  solution. 

Your  committee,  therefore,  has  not  included  in  the  bill  a  provision  to 
extend  hospital  insurance  to  disabled  workers;  rather  it  is  directing 
the  1969  Advisory  Council  on  Social  Security  to  make  a  special  study 
of  the  unmet  need  of  the  disabled  for  health  insurance  protection, 
the  costs  involved  in  providing  this  protection,  and  the  ways  of  financ- 
ing this  protection.  The  Council  would  be  required  to  include  its  find- 
ings in  the  report  it  will  be  submitting  to  the  Secretary  of  Health, 
Education,  and  Welfare  not  later  than  January  1,  1971.  The  Council 
would  also  be  required  to  make  recommendations  on  the  extent  to 
which  the  cost  of  this  protection  could  appropriately  be  met  by  the 
hospital  insurance  and  supplementary  medical  insurance  trust  funds. 
The  Council's  report  would  be  submitted  to  the  boards  of  trustees  of  the 
trust  funds  and  to  the  Congress. 

(o)  Reimhiirsement  of  growp  practice  prepayment  plam. — ^The 
Senate  Committee  on  Finance  in  its  consideration  of  the  House 
enacted  bill  (H.R  6675)  in  1965,  recommended  that  supplementary 
medical  insurance  enrollees  who  received  services  covered  thereunder 
as  members  of  group  practice  prepayment  plans  be  accommodated 
through  the  recognition  of  program  liability  on  a  cost  basis  for  such 
services  at  the  election  of  such  a  plan.  This  committee  concurred  in  the 
recommendation. 

It  was  the  understanding  of  the  Congress  that  the  cost  reimburse- 
ment of  group  practice  prepayment  plans  would  take  into  considera- 
tion the  cost  of  the  services  made  available  to  the  members  of  such 
group  practice  plans  who  are  medicare  enrollees,  to  the  end  that  costs 
with  respect  to  medicare  enrollees  would  not  be  borne  by  other  mem- 
bers of  the  plan,  and  that  the  costs  with  respect  to  such  other  members 
would  not  be  borne  by  the  supplementary  medical  insurance  program. 
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Thus,  it  was  anticipated  that  the  total  allowable  remuneration  to  plan 
physicians  by  the  group  practice  plan  would  be  allocated  proportion- 
ately as  between  medicare  members  and  other  members  of  the  plan 
with  due  recognition  being  given  to  time  and  utilization  factors  appro- 
priate to  the  respective  groups.  To  the  extent  that  existing  administra- 
tive procedures  for  reimbursing  group  practice  plans  on  a  cost  basis  are 
at  variance  with  these  principles  or  limit  the  right  of  such  a  plan  to 
elect  to  be  reimbursed  on  the  basis  of  allocated  costs,  such  procedures 
do  not  conform  to  the  legislative  intention  with  regard  to  the  reim- 
bursement for  the  services  furnished  by  such  plan. 

(p)  Accelerated  depreciation  as  part  of  cost  reimhursement  under 
medicare  and  medicaid  in  certain  limAted  circumstamces. — The  cost  re- 
imbursement provisions  of  the  medicare  and  medicaid  law  do  not  speci- 
fy whether  accelerated  depreciation  should  be  allowed  in  computing 
the  costs  of  a  participating  institution.  When  the  original  reimburse- 
ment regulations  were  developed,  they  specified  that  the  then  existing 
])ro visions  for  accelerated  depreciation  in  the  Federal  income  tax  law 
that  allow^ed  the  use  of  the  sum  of  the  years  dibits  and  double  declining 
balance  approaches  could  also  be  employed  in  medicare.  Since  that 
time,  the  income  tax  provisions  have  been  modified.  Also,  difficulties 
have  arisen  under  medicare  in  connection  with  the  payment  of  acceler- 
ated depreciation  during  the  early  years  of  the  life  of  an  asset,  particu- 
larly where  the  asset  was  sold  by  the  original  provider  institution.  In 
such  cases,  difficulty  in  recouping  the  additional  medicare  payments 
that  had  been  allowed  through  the  use  of  accelerated  depreciation  has 
been  encountered. 

In  recognition  of  these  developments,  the  Department  has  published 
a  proposed  regulation  deleting  the  allowance  of  accelerated  deprecia- 
tion on  assets  that  are  acquired  in  the  future.  Hospitals  and  other 
institutional  providers  have  expressed  concern  to  your  committee  about 
hardships  these  proposed  regulations  would  cause,  and  have  noted 
that  (1)  a  number  of  these  institutions  had  made  valid  construction, 
acquisition,  or  permanent  financial  commitments  before  publication  of 
the  proposed  regulations  in  connection  with  which  they  had  assumed 
the  availability  of  accelerated  depreciation  in  accordance  with  exist- 
ing regulations,  and  (2)  there  is  an  increasing  necessity  for  health  care 
institutions  to  finance  capital  additions  and  expansions  of  service 
through  the  use  of  mortgage  loans  under  which,  in  the  absence  of  ac- 
celerated depreciation  allowances,  they  cannot  meet  the  principal 
amortization  schedules  they  have  to  pay  on  capital  debts  they  incur. 

With  regard  to  the  first  problem,  it  seems  reasonable  to  your  commit- 
tee to  continue  the  application  of  the  original  regulations  allowing 
accelerated  depreciation  on  capital  assets  of  partici])ating  providers 
where  the  financial  commitment  involved  was  entered  into  prior  to 
February  5,  1970,  and  your  committee  has  obtained  the  agreement  of 
the  Department  of  Health,  Education,  and  Welfare  to  do  so.  February 
5,  1970,  is  tlie  date  of  the  publication  of  the  proposed  regulations,  so 
commitments  could  not  have  been  entered  into  with  knowledge  of  your 
committee's  agreement  with  the  Department. 

Second,  because  health  care  institutions  are  undoubtedly  required  in 
many  instances  to  rely  on  capital  borrowing,  your  committee  also  rec- 
ommends that,  in  the  case  of  financial  commitments  entered  into  on  or 
after  February  5,  1970,  the  regulations  allow  150  percent  declining 
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balance  depreciation  to  be  paid  on  assets  acquired  in  the  future  where 
the  cash  flow  from  depreciation  on  the  total  assets  of  the  institution, 
including  straight -line  depreciation  on  the  assets  in  question,  is  insuffi- 
cient to  sui)ply  the  funds  required  to  meet  reasonable  principal 
amortization  schedules  on  the  capital  debts  related  to  the  provider's 
depreciable  assets.  ITnder  this  recommendation,  the  allowance  of  ac- 
celerated depreciation  payments  would  be  directly  tied  to  the  institu- 
tion's })roblem  of  capital  debt  retirement.  For  the  future,  the  allow- 
ance would  be  available  only  in  those  cases  in  which  a  demonstrable 
need  exists.  Further,  the  type  of  accelerated  payment  (150-percent 
declining  balance)  would  be  generally  consistent  with  the  formula 
that  continues  to  be  allowed  in  certain  cases  under  the  Federal  income 
tax  law. 

(q)  EqulraJency  testing  for  personnel  of  independent  clinical  lab- 
oratones. — In  order  to  assure  the  accuracy  and  reliability  of  laboratory 
test  results,  }:)resent  law  requires  the  Secretary  to  establish  health  and 
safety  criteria  as  conditions  for  medicare  coverage  of  services  fur- 
nished by  independent  laboratories.  Among  the  standards  found  to  be 
necessary  safeguards  by  the  Department  of  Health,  Education,  and 
Welfare  were  criteria  for  judging  professional  competency  and  quali- 
fications of  laboratory  personnel.  Since  membership  in  or  certification 
by  professional  organizations  has  long  been  one  of  the  principal  means 
of  establishing  professional  qualifications  in  health  fields,  this  ap- 
proach was  the  one  primarily  relied  on  by  the  Secretary  in  developing 
medicare  regulations.  Medicare  regulations  also  provide  that  individ- 
uals meeting  certain  formal  and  highly  specialized  educational  and 
experience  requirements  may  be  found  to  qualify. 

While  your  committee  agrees  that  many  of  the  present  requirements 
for  laboratory  personnel  have  merit,  it  has  concluded  that  the  heavy 
reliance  placed  on  private  professional  organizations  has  served  to 
prevent  experienced  people  either  from  entering  the  clinical  laboratory 
field  altogether  or  from  making  this  their  career — moving  from  a  lower 
skilled  job  to  a  higher  skilled  one.  What  makes  this  such  a  critical  prob- 
lem is  that  laboratories  are  currently  experiencing  a  sharp  expansion  in 
the  demand  for  their  services.  As  the  services  of  laboratories  have  in- 
creased in  scope  and  complexity,  they  have  been  faced  with  an  ever- 
widening  gap  between  their  manpower  requirements  and  the  available 
sup]:)ly  of  laboratory  technologists  and  technicians. 

Your  committee  believes  that  both  recruitment  and  utilization  of 
laboratory  personnel  would  be  greatly  enhanced  by  the  use  of  equiva- 
lency and  proficiency  examinations.  The  use  of  such  examinations 
would  greatly  increase  career  mobility  in  the  laboratory  field,  thereby 
making  the  profession  more  attractive  generally,  facilitating  the  re- 
cruitment and  retention  of  laboratory  workers,  and  encouraging  re- 
entry into  the  field  by  those  who  have  left  it.  There  is  increased  interest 
in  and  rece]:)tivity  to  the  idea  of  equivalency  testing  among  the  pro- 
fessions— an  interest  recently  emphasized  in  a  report  issued  in  March 
1970  on  "Equivalency  and  Proficiencv  Testing"  by  the  National  Com- 
mittee for  Careers  in  Medical  Technology. 

Your  committee  is  aware  that  many  ex-servicemen  have  received 
valuable  training  in  the  armed  forces  clinical  laboratories.  The  change 
to  proficiency  and  equivalency  testing  should  provide  assurances  that 
many  such  individuals  will  be  able  to  make  their  specialized  training 
available  in  civilian  clinical  laboratories. 
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Your  committee  has  received  the  assurances  of  the  Department  of 
HeaUh,  Education,  and  Welfare  that  it  will  immediately  begin  con- 
sultation with  appropriate  professional  health  organizations  and  edu- 
cational institutions  to  develop  proficiency  testing  and  educational 
equivalency  mechanisms  for  use  in  determining  the  qualifications  of 
laboratory  personnel  under  the  medicare  program. 

The  Department  has  been  requested  and  has  agreed  to  furnish  a  re- 
l)ort  to  the  Congress  on  or  before  July  1, 1971,  indicating  the  progress 
it  has  made  in  carrying  out  such  assurances. 

( /')  O ptometnst.r  ne prices. — Your  committee  believes  that  the  medi- 
care provisions  as  related  to  optometrists  may  need  revision  in  that 
some  optometric  services  when  provided  by  a  physician  are  covered,  but 
may  not  be  covered  when  provided  by  an  optometrist.  The  Depart- 
ment of  Health,  Education,  and  Welfare  should  conduct  a  study  of 
this  problem  and  submit  language  to  your  committee  designed  to 
remove  any  existing  inequity. 

(.S-)  Homemakers^  services  under  medicare. — Your  committee  gave 
consideration  to  coverage  of  the  services  of  home  maintenance  workers 
(homemakers)  as  part  of  home  health  services  under  both  the  hos- 
pital and  medical  insurance  programs.  Under  present  law.  the  home 
health  benefit  is  designed  for  those  beneficiaries  whose  conditions  do 
not  require  the  continuous  medical  and  paramedical  care  provided  in 
hospitals  and  extended  care  facilities,  but  nevertheless,  are  of  such 
severity  that  the  individuals  are  under  the  care  of  a  physician,  con- 
fined to  their  homes,  and  in  need  of  active  health  care  requiring  skilled 
services.  Care  that  is  primarily  custodial  in  nature,  whether  the  care 
is  provided  in  a  nursing  home  or  provided  by  a  health  aide  in  a  private 
home,  is  not  covered  under  the  medicare  program.  Xor  is  the  care 
covered  when  the  patient  needs  only  personal  care  or  nonskilled 
health  care. 

Although  home  maintenance  services  as  such  are  not  covered  under 
the  home  health  benefit  the  covered  services  of  a  home  health  aide  may 
include  certain  home  maintenance  services  which  are  performed  by  the 
aide  under  professional  supervision.  These  services  may  include  keep- 
ing a  safe  environment  in  areas  of  the  home  used  by  the  patient,  such 
as  changing  the  bed,  light  cleaning,  laundering  essential  to  the  comfort 
and  cleanliness  of  the  patient  and  include  seeing  to  it  that  the  patient's 
nutritional  needs  are  met,  which  may  include  purchase  of  food  and 
assistance  in  preparation  of  meals.  These  services  may  be  covered  when 
they  are  only  incidentally  provided  while  the  home  health  aide  is 
fulfilling  her  primary  fimction  of  providing  health  services. 

Your  committee  believes  that  while  financial  assistance  in  main- 
taining one's  home  may  be  necessary  and  desirable  for  the  well-being 
of  an  older  person,  it  is  not  the  purpose  of  the  medicare  program  to 
cover  all  services  an  older  person  may  need  or  use,  particularly  those 
which  are  not  clearly  a  part  of  the  person's  health  care.  In  view  of 
these  priorities,  your  committee  is  requesting  the  1969  Advisory  Coun- 
cil on  Social  Security  to  make  a  study  of  the  unmet  need  of  medicare 
beneficiaries  for  homemaker  services. 

C.   STUDY  OF  THE  SOCIAL  SECURITY  PROGRAM  BY  THE  ADVISORY 
COUNCIL  ON  SOCIAL  SECURITY 

An  Advisory  Council  on  Social  Security,  authorized  by  the  Congress 
in  the  Social  Security  Act  and  appointed  under  the  provisions  of  the 
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Act  by  the  Secretary  of  Health,  Education,  and  Welfare,  is  currently 
conducting  an  overall  review  of  the  social  security  program.  The 
Council  is  required  by  law  to  review  all  aspects  of  the  social  security 
program,  including  specifically  the  status  of  the  social  security  trust 
funds  in  relation  to  the  long-term  commitments  of  the  social  security 
program,  the  scope  of  coverage  and  the  adequacy  of  benefits  under  the 
program,  and  its  impact  on  public  assistance  programs  under  the  act. 
Under  the  law  the  Council  is  to  report  its  findings  and  recommenda- 
tions to  the  Secretary  of  Health,  Education,  and  Welfare  by  January  1, 
1971,  who  thereupon  is  to  transmit  the  report  to  the  Congress  and  to 
the  boards  of  trustees  of  the  social  security  trust  funds. 

In  its  deliberations  your  committee  took  note  of  the  current  study 
being  made  by  the  Advisory  Council  on  Social  Security.  It  is  the  view  of 
your  committee  that  it  would  be  advisable  to  have  the  benefit  of  the 
study,  findings,  and  recommendations  of  the  Advisory  Council  before 
considering  further  two  proposals  for  changes  in  the  social  security 
program:  (1)  extending  the  protection  of  the  medicare  program  to 
disabled  social  security  beneficiaries  (discussed  earlier  in  more  detail 
on  page  63)  and  (2)  the  computation  of  a  married  couple's  social 
security  benefits  when  both  the  husband  and  the  wife  have  worked. 
Your  committee  is  particularly  interested  in  having  the  Advisory 
Council  explore  the  difficult  obstacles  that  must  be  overcome  in  order 
to  achieve  satisfactory  results  with  respect  to  both  of  these  issues. 
Your  committee,  therefore,  requests  the  Council  to  include  in  its  report 
specific  recommendations  on  how  the  coverage  of  the  medicare  pro- 
gram may  be  extended  to  social  security  disability  beneficiaries  and 
how  the  benefits  paid  to  a  married  couple  may  be  equitably  based  on 
their  combined  earnings. 

In  addition,  your  committee  requests  the  Council  to  make  a  special 
study  of  the  unmet  need  of  medicare  beneficiaries  for  homemaker 
services,  beyond  those  already  provided  to  persons  in  need  of  skilled 
health  services.  The  Council  should  include  its  findings  in  the  report 
it  will  be  submitting  to  the  Secretary  of  Health,  Education,  and 
Welfare  not  later  than  January  1,  1971.  The  Council  should  also 
make  recommendations  on  the  extent  to  which  the  cost  of  this  pro- 
tection if  deemed  appropriate  and  necessary  could  be  met  by  the 
hospital  insurance  and  supplementary  medical  insurance  trust  funds. 

D.  FINANCING 

Financing  provisions 

Consistent  with  the  policy  of  maintaining  the  social  security 
program  on  a  financially  sound  basis,  which  has  been  followed  in 
the  past,  the  bill  would  make  provision  for  meeting  the  cost  of  the 
expanded  program.  At  the  present  time,  the  social  security  cash 
benefits  program  is  in  close  actuarial  balance,  while  the  hospital 
insurance  program  has  an  actuarial  deficiency;  that  is,  it  is  expected 
that  over  the  long-range  future  the  income  to  the  hospital  insurance 
program  will  be  considerably  less  than  the  costs  of  the  program. 
To  meet  the  cost  of  the  expanded  cash  benefits  program  and  to 
bring  the  hospital  insurance  program  into  actuarial  balance,  the 
schedule  of  contribution  rates  would  be  revised  and  the  contribution 
and  benefit  base — the  maximum  amount  of  annual  earnings  subject 
to  contributions  and  used  in  computing  benefits — would  be  increased. 
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(a)  Increase  in  the  contribution  and  benefit  base. — The  proposed 
increase  in  the  contribution  and  benefit  base  from  $7,800  to  $9,000 
Avould  not  only  provide  higher  future  benefits  at  higher  earnings  levels, 
but  would  also  help  to  finance  the  changes  made  by  the  bill.  An 
increase  in  the  base  results  in  a  reduction  in  the  overall  cost  of  the 
social  security  program  as  a  percent  of  taxable  payroll.  This  occurs 
because  the  benefits  provided  are  a  higher  percentage  of  earnings  at 
the  lower  levels  than  at  the  higher  levels,  while  the  contribution  rate 
is  a  flat  percentage  of  earnings.  When  the  base  is  increased,  higher 
benefits  are  provided  on  the  basis  of  the  higher  earnings  that  are  taxed 
and  credited,  but  the  cost  of  providing  these  higher  benefits  is  less  than 
the  additional  income  from  the  combined  employee  and  employer 
contributions  on  earnings  above  the  former  maximum  and  up  to  the 
new  maximum  amount. 

(6)  Changes  in  the  contribution  rates. — Under  the  schedule  of  con- 
tribution rates  for  cash  benefits  that  your  committee  recommends 
(shown  below),  the  contribution  rate  scheduled  for  1971-72  would  be 
decreased  from  4.6  percent  each  for  employees  and  employers  to  4.2 
percent  each.  The  rate  scheduled  for  1973-74  under  present  law  would 
be  decreased  from  5  percent  each  to  4.2  percent  each.  The  rate  sched- 
uled for  1975-79  would  be  5.0  percent,  the  same  as  under  present  law. 
After  1979,  the  contribution  rate  would  be  5.5  percent  each,  instead 
of  5  percent  as  under  present  law. 

For  the  self-employed,  the  rate  scheduled  for  1971-72  for  the  cash 
benefits  part  of  the  program  would  be  decreased  from  6.9  percent  to 
6.3  percent.  The  rate  scheduled  for  1973-74  would  be  decreased  from 
7  percent  to  6.3  percent.  Thus  the  currently  payable  rate  of  6.3 
percent  would  remain  in  effect  until  1975,  at  which  time  the  increase 
to  7  percent,  the  highest  rate  scheduled  under  present  law,  would  go 
into  effect. 

Your  committee  also  recommends  changes  in  the  contribution  rate 
schedule  for  the  hospital  insurance  program.  The  contribution  rate 
would  be  increased  from  0.6  percent  each  for  employees,  employers, 
and  the  self-employed  to  1  percent  each  beginning  in  1971.  The  rate 
would  be  kept  at  1  percent  thereafter.  Under  present  law  the  rate  is 
scheduled  to  increase  gradually  from  the  present  0.6  percent  to  0.9 
percent  for  1987  and  after. 

CONTRIBUTION  RATE  SCHEDULES  UNDER  PRESENT  LAW  AND  H.R.  17550 
[In  percent] 


OASDI  HI  Total 

Present  Present  Present 


Period  law    H.R.  17550  law    H.R.  17550  law     H.R.  17559 


Employer-employee,  each: 

1970   4.2  4.2  0.6  0.6  4.8  4.8 

1971-72   4.6  4.2  .6  1.0  5.2  5.' 

1973-74   5.0  4.2  .65  1.0  5.65  5.2 

1975   5.0  5.0  .65  1.0  5.65  6.0 

1976-79   5.0  5.0  .7  1.0  5.7  6.0 

1980-86   5.0  5.5  .8  1.0  5.8  6.5 

1987  and  after   5.0  5.5  .9  1.0  5.9  6.5 

Self-employed: 

1970     6.3  6.3  0.6  0.6  6.9  6.0 

1971-72     6.9  6.3  .6  1.0  7.5  7.3 

1973-74     7.0  6.3  .65  1.0  7.65  7.3 

1975   7.0  7.0  .65  1.0  7.65  8.0 

1976-79    7.0  7.0  .7  1.0  7.7  8.0 

1980-86....     .  7.0  7.0  .8  1.0  7.8  8.0 

1987  and  after    7.0  7.0  .9  1.0  7.9  8.0 
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(c)  Change  in  allocation  to  the  disability  insurance  trust  fund. — The 
bill  would  revise  the  allocation  of  contribution  income  to  the  dis- 
ability insurance  trust  fund  without  significantly  altering  the  long- 
range  income  of  the  fund.  Under  j^resent  law,  1.10  percent  of  taxable 
Avages  and  0.825  of  1  percent  of  self-employment  income  are  allocated 
to  the  disability  insurance  trust  fund.  Under  the  committee's  bill,  the 
allocation  to  the  disability  insurance  trust  fund  would  be  as  follows: 


[In  percent) 


Calendar  year 

Taxable 
wages 

Self-employment 
income 

1971-74  

  0. 90 

0. 6750 

1975-79  

  1.05 

.7875 

1980  and  after-.               .  .     

  1.15 

.8625 

The  revision  in  the  allocation  is  necessary  because,  under  present 
law,  the  size  of  the  disability  insurance  trust  fund  is  expected  to  grow 
rapidly  over  the  next  several  years.  Your  committee  believes  that  this 
growth  is  not  necessary  nor  wise  and  that  the  allocation  rate  may  be 
safely  reduced  below  that  specified  in  present  law  until  1980. 

{d)  Elective  date  of  increase  in  the  contribution,  and  benefit  base  for 
self-employed  persons  reporting  on  a  fiscal  year  basis. — In  the  past  when 
increases  in  the  contribution  and  benefit  base  have  been  enacted  they 
have  been  effective,  for  self-employed  people  who  report  their  income 
on  a  fiscal  year  basis,  (i)  with  respect  to  contributions,  for  fiscal  years 
ending  in  the  calendar  year  in  which  the  increase  in  the  base  became 
effective,  and  (ii)  with  respect  to  crediting  for  benefit  purposes,  at  the 
beginning  of  the  calendar  year  in  which  the  increase  in  the  base  be- 
came effective.  As  a  result,  certain  self-employed  people  were  required 
to  pay  social  security  contributions  on  income  that  could  not  be 
credited  for  benefit  purposes.  For  example,  the  last  increase  in  the 
base,  to  $7,800,  was  effective  for  the  calendar  year  1968;  for  self- 
employed  persons  reporting  their  income  on  a  fiscal  year  basis  the 
increase  was  effective  (i)  with  respect  to  contributions,  for  fiscal  years 
ending  in  1968,  and  (ii)  with  respect  to  crediting  for  benefit  purposes, 
at  the  beginning  of  1968.  A  fiscal  year  taxpayer  whose  fiscal  year 
ended  on  June  30,  1968,  for  example,  and  who  had  self-employment 
income  of  $7,800  for  that  year  would  have  had  to  pay  contributions 
on  the  full  $7,800  but  could  have  had  only  $7,200  counted  toward 
benefits  ($3,300 — one-half  of  the  $6,600  base  amount  that  was  in 
effect  in  1967 — for  the  period  July  1  through  December  31,  1967, 
plus  $3,900 — one-half  of  the  $7,800  base  amount  that  was  in  effect 
in  1968 — for  the  period  January  1  through  June  30,  1968). 

Your  committee  believes  that  a  taxpayer  should  not  have  to  pay 
social  security  contributions  on  income  that  he  cannot  have  credited 
for  social  security  benefits.  Accordingly,  your  committee's  bill  would 
provide  that,  for  self-employed  persons  who  report  their  income  on  a 
fiscal  year  basis,  the  increase  in  the  base  from  $7,800  to  $9,000  that 
would  occur  under  the  bill  would  be  effective  for  contribution  purposes 
for  fiscal  years  beginning  in  1971,  the  calendar  year  in  which  the  in- 
crease in  the  base  is  effective,  rather  than  for  fiscal  years  ending  in 
1971,  as  would  be  the  case  if  past  practice  were  followed.  Under  this 
change  no  fiscal  year  taxpayer  would  have  to  pay  social  security  con- 
tributions on  income  that  he  could  not  have  credited  for  social  security 
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benefits.  On  the  other  hand,  he  could  not  start  having  more  than 
$7,800  a  year  counted  toward  his  benefits  until  his  fiscal  year  begins 
sometime  after  Jauary  1,  1971,  the  date  on  which  the  increase  in  the 
base  to  $9,000  becomes  effective  generally. 

IV.  ACTUARIAL  COST  ESTIMATES  UNDER  THE  BILL 

A.   ACTUARIAL    COST    ESTIMATES    FOR   THE  OLD-AGE,   SURVIVORS,  AND 
DISABILITY  INSURANCE  SYSTEM 

(a)  Summary  of  actuarial  cost  estimates 

The  old-age,  survivors,  and  disability  insurance  system,  as  modified 
by  your  committee's  bill,  has  an  estimated  cost  for  benefit  payments 
and  administrative  expenses  that  is  closely  in  balance  with  con- 
tribution income.  This  also  was  the  case  for  the  1950  and  subsequent 
amendments  at  the  time  they  were  enacted. 

The  old-age  and  survivors  insurance  system  as  modified  by  your 
committee's  bill  shows  an  actuarial  balance  of  —0.12  percent  of  taxable 
payroll  under  the  intermediate-cost  estimate.  This  is,  of  course,  close 
to  an  exact  balance,  especially  considering  that  a  range  of  varia- 
tion is  necessarily  present  in  the  long-range  actuarial  cost  estimates 
and,  further,  that  rounded  tax  rates  are  used  in  actual  practice.  Ac- 
cordingly, the  old-age  and  survivors  insurance  program,  as  it  would 
be  changed  by  your  committee's  bill,  is  actuarially  sound. 

The  separate  disability  insurance  trust  fund,  established  under  the 
1956  act,  shows  exact  actuarial  balance  under  the  provisions  that 
would  be  in  effect  after  enactment  of  your  committee's  bill,  because 
the  contribution  rates  allocated  to  this  fund  are  exactly  the  same  as  the 
cost  of  the  disability  benefits,  based  on  the  intermediate-cost  estimate. 
Accordingly,  the  disability  insurance  program,  as  it  would  be  modified 
by  your  committee's  bill,  is  actuarially  sound. 

(h)  Financing  policy 

(i)  Contribution  rate  schedule  for  old-age,  survivors,  and  dis- 
ability insurance  in  H.R.  17550 
The  contribution  schedule  for  old-age,  survivors,  and  disability  in- 
surance contained  in  your  committee's  bill,  as  to  the  combined  em- 
ployer-employee rate,  is  lower  than  that  under  present  law  by  0.8 
percent  in  1971-72,  and  by  1.6  percent  in  1973-74,  is  the  same  in  1975- 
79,  and  is  1.0  percent  higher  in  1980  and  after.  The  maximum  earnings 
base  to  which  these  tax  rates  are  applied  is  $9,000  per  year  for  1971 
and  after  under  your  committee's  bill  as  compared  with  $7,800  under 
present  law.  These  tax  schedules  are  as  follows : 

(Percent) 


Combined  employer-employee 

rate  Self-employed  rate 


Calendar  year  Present  law       H.R.  17550     Present  law       H.R.  17550 


1970   8.4  8.4  6.3  6.3 

1971-72.-..    9.2  8.4  6.9  6.3 

1973-74   10.0  8.4  7.0  6.3 

1975-79      10.0  10.0  7.0  7.0 

1980  and  after      10.0  11.0  7.0  7.0 
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The  allocated  rates  to  the  two  trust  funds  that  are  applicable  to  the 
combined  employer-employee  contribution  rate  for  your  committee's 
bill,  as  compared  with  present  law,  are  as  follows : 

[Percentl 


Old-age  and  survivors  insurance       Disability  insurance 


Calendar  year  Present  law      H.R.  17550     Present  law       H.R.  17550 


1970   -     7.3  7.30  1.1  1.10 

1971-72...     8.1  7.50  1.1  .90 

1973-74   8.9  7.50  1.1  .90 

197&-79      8.9  8.95  1.1  1.05 

1980  and  after    8.9  9.85  1.1  1.15 


The  corresponding  allocated  rates  for  the  self-employed  contribu- 
tion rate  are  as  follows : 

[Percentl 


Old-age  and  survivors 

insurance  Disability  insurance 

Present  Present 


Calendar  year  law       H.R.  17550  law        H.R.  17550 


1970..       5.475  5.4750  0.825  0.8250 

1971-72    6.075  5.6250  .825  .6750 

1973-74       6.175  5.6250  .825  .6750 

1975-79    6.175  6.2125  .825  .7875 

1980  and  after   6.175  6.1375  .825  .8625 


It  should  be  remembered  that  the  workers  and  employers  con- 
tribute a  combined,  rounded  rate  for  the  two  programs  (old-age  and 
survivors  insurance  and  disability  insurance),  and  not  the  above  com- 
plex fractional  rates  separately.  Such  fractional  rates  are  merely  used 
by  the  Treasury  Department  to  divide  up  the  aggregate  tax  receipts 
between  the  two  trust  funds. 

The  schedule  of  allocation  rates  for  the  disability  insurance  trust 
fund  in  your  committee's  bill  has  been  obtained  in  the  following 
manner.  For  the  combined  employer-employee  tax,  the  total  rate  for 
both  old-age  and  survivors  insurance  and  disability  insurance  was 
multiplied  by  the  ratio  of  the  level-cost  of  the  disability  insurance 
program  (1.10  percent  of  taxable  payroll)  to  the  level-cost  for  both 
programs  combined  (10.51  percent  of  taxable  payroll),  and  the  result 
rounded  to  the  nearest  0.05  percent.  The  allocation  rate  for  the  self- 
employed  tax  for  disability  insurance  was  then  computed  at  75  per- 
cent of  the  allocation  rate  for  the  combined  employer-employee  tax. 

The  allocation  rates  for  the  old-age  and  survivors  insurance  trust 
fund  were  obtained  by  merely  subtracting  the  allocation  rates  for 
the  disability  insurance  trust  fund  from  the  appropriate  total  tax 
rates. 

(2)  Self-supporting  nature  of  system 

./^^^.^^"^^^^^^  has  always  carefully  considered  the  cost  aspects  of 
the  old-age,  survivors,  and  disability  insurance  system  when  amend- 
ments to  the  program  liave  been  made.  In  connection  with  the  1950 
amendments,  the  Congress  stated  the  belief  that  the  program  should 
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be  completely  self-supporting  from  the  contributions  of  covered 
individuals  and  employers.  Accordingly,  in  that  legislation  the  pro- 
vision permitting  appropriations  to  the  system  from  general  revenues 
of  the  Treasury  was  repealed.  This  policy  has  been  continued  in  sub- 
sequent amendments.  The  Congress  has  very  strongly  believed  that  the 
tax  schedule  in  the  law  should  make  the  system  self-supporting  as 
nearly  as  can  be  foreseen  and  thus  actuarially  sound. 

(S)  Actuarial  soundness  of  system 
The  concept  of  actuarial  soundness  as  it  applies  to  the  old-age,  sur- 
vivors, and  disability  insurance  system  differs  considerably  from  this 
concept  as  it  applies  to  private  insurance  and  private  pension  plans, 
although  there  are  certain  points  of  similarity  with  the  latter.  In  con- 
nection with  individual  insurance,  the  insurance  company  or  other 
administering  institution  must  have  sufficient  funds  on  hand  so  that  if 
operations  are  terminated,  it  will  be  in  a  position  to  pay  off  all  the 
accrued  liabilities.  This,  however,  is  not  a  necessary  basis  for  a 
national  compulsory  social  insurance  system  and,  moreover,  is  fre- 
quently not  the  case  for  well-administered  private  pension  plans,  which 
may  not,  as  of  the  present  time,  have  funded  all  the  liability  for  prior 
service  benefits. 

It  can  reasonably  be  j^resumed  that,  under  Government  auspices, 
such  a  social  insurance  system  will  continue  indefinitely  into  the  future. 
The  test  of  financial  soundness,  then,  is  not  a  question  of  whether  there 
are  sufficient  funds  on  hand  to  pay  off  all  accrued  liabilities.  Rather,  the 
test  is  whether  the  expected  future  income  from  tax  contributions  and 
from  interest  on  invested  assets  will  be  sufficient  to  meet  anticipated 
expenditures  for  benefits  and  administrative  costs  over  the  long-range 
period  considered  in  the  actuarial  valuation.  Thus,  the  concept  of  "un- 
funded accrued  liability"  does  not  by  any  means  have  the  same  signifi- 
cance for  a  social  insurance  system  as  it  does  for  a  plan  established 
under  private  insurance  principles,  and  it  is  quite  proper  to  count  both 
on  receiving  contributions  from  new  entrants  to  the  system  in  the 
future  and  on  paying  benefits  to  this  group  during  the  period  consid- 
ered in  the  valuation.  The  additional  assets  and  liabilities  must  be  con- 
sidered in  order  to  determine  whether  the  system  is  in  actuarial 
balance. 

Accordingly,  it  may  be  said  that  the  old-age,  survivors,  and  disa- 
bility insurance  program  is  actuarially  sound  if  it  is  in  actuarial 
balance.  This  will  be  the  case  if  the  estimated  future  income  from 
contributions  and  from  interest  earnings  on  the  accumulated  trust 
fund  investments  will,  over  the  long-range  period  considered  in  the 
valuation,  support  the  disbursements  for  benefits  and  administrative 
expenses.  Obviously,  future  experience  may  be  expected  to  vary  from 
the  actuarial  cost  estimates  made  now.  Nonetheless,  the  intent  that 
the  system  be  self-supporting  (and  actuarially  sound)  can  be  expressed 
in  law  by  utilizing  a  contribution  schedule  that,  according  to  the 
intermediate-cost  estimate,  results  in  the  system  being  in  balance  or 
substantially  close  thereto. 

Your  committee  believes  that  it  is  a  matter  for  concern  if  the  old-age 
survivors,  and  disability  insurance  system  shows  any  significant  actu- 
arial insufficiency.  Traditionally,  since  1905  (when  the  cost  estimates 
were  first  made  on  a  75-year  basis) ,  the  view  has  been  held  that,  if  such 
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actuarial  insufficiency  has  been  no  greater  than  0.10  percent  of  payroll, 
it  is  at  the  point  where  it  is  within  the  limits  of  permissible  variation. 

Furthermore,  traditionall}^  when  there  has  been  an  actuarial  insuffi- 
ciency exceeding  the  limits  indicated,  any  subsequent  liberalizations 
in  benefit  provisions  were  fully  financed  by  appropriate  changes  in 
the  tax  schedule  or  through  raising  the  earnings  base,  and  at  the  same 
time  the  actuarial  status  of  the  program  was  improved. 

The  changes  provided  in  your  committee's  bill  are  in  close  conformity 
with  these  financing  principles. 

(c)  Basic  assumptions  for  cost  estimates 

(1)  General  basis  for  long-ra/nge  cost  estimates 

Benefit  disbursements  may  be  expected  to  increase  continuously  for 
at  least  the  next  50  to  70  years  because  of  such  factors  as  the  aging 
of  the  population  of  the  country  and  the  slow  but  steady  growth  of 
the  benefit  roll.  Similar  factors  are  inherent  in  any  retirement  pro- 
gram, public  or  private,  that  has  been  in  operation  for  a  relatively 
short  period.  Estimates  of  the  future  cost  of  the  old-age,  survivors 
and  disability  insurance  program  are  affected  by  many  elements  that 
are  difficult  to  determine.  Accordingly,  the  assumptions  used  in  the 
actuarial  cost  estimates  may  differ  widely  and  yet  be  reasonable. 

The  long-range  cost  estimates  (shown  for  1980  and  after)  have  usu- 
ally been  presented  on  a  range  basis  so  as  to  indicate  the  plausible  varia- 
tion in  future  costs  depending  upon  the  actual  trends  developing  for 
the  various  cost  factors.  It  has  not  been  possible,  in  the  time  available, 
to  prepare  such  range  estimates,  but  rather  only  an  intermediate-cost 
estimate,  which  is  used  to  indicate  the  basis  for  the  financing  provisions. 
This  estimate  is  based  on  assumptions  that  are  intended  to  represent 
close  to  full  employment,  with  average  annual  earnings  at  about  the 
level  prevailing  in  1970.  The  use  of  1970  average  earnings  results  in 
conservatism  in  the  estimate  since  the  trend  is  expected  to  be  an  increase 
in  average  earnings  in  future  years  (as  will  be  discussed  subsequently 
in  item  5).  In  1971,  the  aggregate  amount  of  earnings  taxable  under 
the  program  with  the  proposed  $9,000  earnings  base  is  estimated  at 
$469  billion.  Of  course,  for  future  years  the  total  taxable  earnings  are 
estimated  to  increase,  because  there  will  be  larger  numbers  of  covered 
workers. 

The  cost  estimates  are  extended  beyond  the  year  2000,  since  the  aged 
population  itself  cannot  mature  by  then.  The  reason  for  this  is  that 
the  number  of  births  in  the  1930's  was  very  low  as  compared  with  both 
prior  and  subsequent  experience.  As  a  result,  there  will  be  a  dip  in  the 
relative  proportion  of  the  aged  from  1995  to  about  2015,  which  would 
tend  to  result  in  low  benefit  costs  for  the  old-age,  survivors,  and  dis- 
ability insurance  system  during  that  period.  For  this  reason  the  year 
2000  is  by  no  means  a  typical  ultimate  year  insofar  as  costs  ai*e 
concerned. 

(^)  M easurement  of  costs  in  relation  to  taxable  payroll 
In  general,  the  costs  are  shown  as  percentages  of  taxable  payroll. 
This  is  the  best  measure  of  the  financial  cost  of  the  program.  Dollar 
figures  taken  alone  are  misleading.  For  example,  a  higher  earnings 
level  will  increase  not  only  the  outgo  of  the  system  but  also,  and  to 
a  greater  extent,  its  income.  The  result  is  that  the  cost  relative  to 
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payroll  will  decrease.  As  an  illustration  of  the  foregoing  points,  con- 
sider an  indiA^dual  avIio  has  covered  earnings  at  a  rate  of  $400  per 
month.  Under  your  committee's  bill  such  an  individual  Avould  have  a 
primary  insurance  amount  of  $185:60.  If  his  earnings  rate  should  be 
50  percent  higher  (i.e.  $600),  his  primary  insurance  amount  would  be 
$246.40.  Under  these  conditions,  the  contributions  payable  with  respect 
to  his  earnings  would  increase  by  50  percent,  but  his  benefit  rate  would 
increase  by  only  33  percent.  Or  to  put  it  another  Avay,  Avhen  his  earn- 
ings rate  was  $400  per  month,  his  primary  insurance  amount  repre- 
sented 46.4  percent  of  his  earnings,  whereas,  when  his  earnings  in- 
creased to  $600  per  month,  his  primary  insurance  amount  relative  to 
his  earnings  decreased  to  41.1  percent. 

(S)  General  hosts  for  short-range  cost  estimates 
The  short-range  cost  estimates  (shown  for  the  individual  years 
1970-75)  are  not  presented  on  a  range  basis  since — assuming  a  con- 
tinuation of  present  economic  conditions — it  is  believed  that  the 
demographic  factors  involved  (such  as  mortality,  fertility,  retirement 
rates,  etc.)  can  be  reasonably  closely  forecast,  so  that  only  a  single 
estimate  is  necessary.  A  gradual  rise  in  the  earnings  level  in  the 
future  (about  4-5  percent  per  year) ,  somewhat  below  that  which  has 
occurred  in  the  past  few  years,  is  assumed.  As  a  result  of  this  assump- 
tion, contribution  income  is  somewhat  higher  than  if  level  earnings 
were  assumed,  while  benefit  outgo  is  only  slightly  affected. 

The  cost  estimates  have,  in  general,  been  prepared  on  the  basis  of  the 
same  assumptions  and  methodology  as  those  contained  in  the  1970 
Annual  Keport  of  the  Board  of  Trustees  (H.  Doc.  No.  91-295) . 

(^)  Level-cost  concept 
An  important  measure  of  long-range  cost  is  the  level-equivalent 
contribution  rate  required  to  support  the  system  for  the  next  75  years 
(including  not  only  meeting  the  benefit  costs  and  administrative 
expenses,  but  also  the  maintenance  of  a  reasonable  contingency  fund 
during  the  period,  which  at  the  end  of  the  period  amounts  to  1  year's 
disbursements),  based  on  discounting  at  interest.  If  such  a  level  rate 
were  adopted,  relatively  large  accumulations  in  the  trust  funds  would 
result,  and  in  consequence  there  would  be  a  sizable  eventual  income 
from  interest.  Even  though  such  a  method  of  financing  is  not  followed, 
this  concept  may  be  used  as  a  convenient  measure  of  long-range  costs. 
This  is  a  valuable  cost  concept,  especially  in  comparing  various  possible 
alternative  plans  and  provisions,  since  it  takes  into  account  the  heavy 
deferred  benefit  costs. 

(5)  Future  earnings  assumftions 
The  long-range  estimates  for  the  old-age,  survivors,  and  disability 
insurance  program  are  based  on  level -earnings  assumptions,  under 
which  earnings  levels  of  covered  workers  by  age  and  sex  will  continue 
over  the  next  75  years  at  the  levels  estimated  to  be  experienced  in  1970. 
This  does  not  mean  covered  payrolls  are  assumed  to  be  the  same  each 
year;  rather,  they  will  rise  steadily  as  the  covered  i)opulation  at  the 
working  ages  is  estimated  to  increase.  If  in  the  future  the  earnings  level 
should  be  considerably  above  that  which  now  prevails,  and  if  the  bene- 
fits are  adjusted  upward  so  that  the  annual  costs  relative  to  i)ayroll  will 
remain  the  same  as  now  estimated  for  the  present  system,  then  the 
increased  dollar  outgo  resulting  will  offset  the  increased  dollar  income. 
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This  is  an  important  reason  for  considering  costs  relative  to  payroll 
rather  than  in  dollars. 

It  should  be  noted  that  estimated  1970  earnings  levels  are  used  in  the 
long-range  cost  estimates,  even  though  the  experience  for  the  year  is  not 
yet  completed.  It  is  believed  that  this  is  appropriate  procedure  (under 
the  accompanying  assumption  that  the  earnings  base  will  be  increased 
at  times  in  the  future  to  keep  up  to  date  with  increases  in  the  general 
level  of  earnings)  for  evaluating  the  costs  of  proposed  benefit  increases 
w^hich  will  become  effective  after  the  current  year. 

The  long-range  cost  estimates  have  not  taken  into  account  the  pos- 
sibility of  a  rise  in  earnings  levels,  although  such  a  rise  has  character- 
ized the  past  history  of  this  country.  If  such  an  assumption  were 
used  in  the  cost  estimates,  along  with  the  unlikely  assumption  that 
the  benefits,  nevertheless,  w^ould  not  be  changed,  the  cost  relative  to 
payroll  w^ould,  of  course,  be  lower. 

it  is  important  to  note  that  the  possibility  that  a  rise  in  earnings 
levels  will  produce  lower  costs  of  the  old-age,  survivors,  and  disability 
insurance  program  in  relation  to  payroll  is  a  very  important  safety 
factor  in  the  financial  operations  of  this  system.  The  financing  of 
the  system  is  based  essentially  on  the  intermediate-cost  estimate, 
along  with  the  assumption  of  level  earnings;  if  experience  follows 
high-cost  assumptions,  additional  financing  will  be  necessary.  How- 
ever, if  covered  earnings  increase  in  the  future  as  in  the  past,  the 
resulting  reduction  in  the  cost  of  the  program  (expressed  as  a  percent- 
age of  taxable  payroll)  will  more  than  offset  the  higher  cost  arising 
under  experience  following  a  high-cost  estimate.  If  the  latter  condition 
prevails,  the  reduction  in  the  relative  cost  of  the  program  coming  from 
rising  earnings  levels  can  be  used  to  maintain  the  actuarial  soundness 
of  the  system,  and  any  remaining  savings  can  be  used  to  adjust  benefits 
upward  (to  a  lesser  degree  than  the  increase  in  the  earnings  level). 
However,  the  possibility  of  future  increases  in  earnings  levels  should 
be  considered  only  as  a  safety  factor  and  not  as  a  justification  for 
adjusting  benefits  upward  in  anticipation  of  such  increases. 

If  benefits  are  adjusted  currently  to  keep  pace  fully  with  rising  earn- 
ings as  they  occur,  the  year-by-year  costs  as  a  percentage  of  payroll 
w^ould  be  unaffected.  If  benefits  are  increased  in  this  manner,  the 
level -cost  of  the  program  would  be  higher  than  now  estimated,  since 
under  such  circumstances,  the  relative  importance  of  the  interest  re- 
ceipts of  the  trust  funds  would  gradually  diminish  with  the  passage 
of  time.  If  earnings  and  benefit  levels  do  consistently  rise,  thorough 
consideration  will  need  to  be  given  to  the  financing  basis  of  the  system 
because  then  the  interest  receipts  of  the  trust  funds  will  not  meet  as 
large  a  proportion  of  the  benefit  costs  as  would  be  anticipated  if  the 
earnings  level  had  not  risen. 

(6)  I  titer  relationship  with  railroad  retiremen  t  system 

An  important  element  affecting  old-age,  survivors,  and  disability 
insurance  costs  arose  through  amendments  made  to  the  Railroad 
Retirement  Act  in  1951.  These  provide  for  a  combination  of  railroad 
retirement  compensation  and  old-age,  survivors,  and  disability  insur- 
ance covered  earnings  in  determining  benefits  for  those  with  less  than 
10  years  of  railroad  service  and  also  for  all  survivor  cases. 

Financial  interchange  provisions  are  established  so  that  the  old-age 
and  survivors  insurance  trust  fund  and  the  disability  insurance  trust 
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fund  are  to  be  placed  in  the  same  financial  position  in  which  they 
would  have  been  if  railroad  employment  had  always  been  covered 
under  the  program.  It  is  estimated  that,  over  the  long  range,  the  net 
effect  of  these  provisions  will  be  a  relatively  small  loss  to  the  old-age, 
survivors,  and  disability  insurance  system  since  the  reimbursements 
from  the  railroad  retirement  system  will  be  somewhat  smaller  than  the 
net  additional  benefits  paid  on  the  basis  of  railroad  earnings. 

(7)  Reimhursement  for  costs  of  fve-1957  military  service  icage 
credits 

Another  important  element  affecting  the  financing  of  the  program 
arose  through  legislation  in  1956  that  provided  for  reimbursement 
from  general  revenues  for  past  and  future  expenditures  in  respect  to 
the  noncontributory  credits  that  had  been  granted  for  persons  in 
military  service  before  1957.  These  financing  provisions  were  modified 
by  the  1965  amendments.  The  cost  estimates  contained  here  reflect  the 
effect  of  these  reimbursements  (which  are  included  as  contributions), 
based  on  the  assumption  that  the  required  appropriations  will  be  made 
in  the  future  in  accordance  with  the  relevant  provisions  of  the  law 
These  reimbursements  are  intended  to  be  made  on  the  basis  of  a  con- 
stant annual  amount  (as  determined  by  the  Secretary  of  Health,  Edu- 
cation, and  Welfare)  for  each  trust  fund  payable  over  the  period  up 
to  the  year  2015  (with  such  amount  subject  to  adjustment  every  5 
years). 

In  actual  practice,  the  Secretary  of  Health,  Education,  and  Welfare 
determined  initially  that  the  annual  amount  for  the  three  trust  funds 
involved  (old-age  and  survivors  insurance,  disability  insurance,  and 
hos]:)ital  insurance)  was  $120  million.  However,  the  Budget  Document 
of  the  Ignited  States  has  contained  requests  for  appropriations  for  only 
$105  million  and,  to  date,  the  appropriations  have  been  made  by  the 
Congress  on  that  basis. 

{8)  Reinibursement  for  costs  of  additional  fost-19o6  military 
service  wage  credits 

Under  vour  committee's  bill,  individuals  in  active  military  service 
during  1957-67  will  receive  additional  wage  credits  in  excess  of  their 
cash  pay  (but  within  the  maximum  creditable  earnings  base)  in  recog- 
nition of  their  remuneration  that  is  payable  in  kind  (e.g.,  quarters  and 
meals).  These  additional  credits  are  at  the  rate  of  $100  per  month. 
(Such  credits  for  military  service  after  1967  is  provided  in  present 
law — as  a  result  of  the  1967  amendments.)  The  additional  costs  that 
ari^e  from  tlie?e  credits  are  to  be  financed  from  general  revenues  on  an 
"actual  disbursements  cost''  basis,  with  reimbursement  to  the  trust 
funds  on  as  ])rompt  a  basis  as  possible  (and  with  interest  adjustments 
to  make  u])  for  anv  delay  due  to  the  time  needed  to  make  the  necessary 
actuarial  calculations  from  sample  data  and  for  the  necessary  appro- 
priations to  be  made) . 

In  manv  instances,  the  availability  of  these  additional  wage  credits 
will  not  result  in  additional  benefits  because  the  individual  will  have 
maximum  credited  earnings  without  them  or  because  the  year  in  which 
such  credits  arc  granted  will  be  a  drop-out  year  in  the  com])utation  of 
his  avera.o-e  monthlv  wage.  In  the  immediate-future  years,  the  cost  of 
these  additional  credits  to  the  general  fund  will  be  relatively  small 
(only  about  $85  million  a  vear)  since  there  will  be  relatively  few  cases 
arising,  almost  all  due  to  death  and  disability. 
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( d)  A  ctuarial  halance  of  program  in  fast  years 

(1)  Actuarial  halance  of  program  after  enactment  of  1967  act  ^ 

The  changes  made  by  the  1967  amendments  involved  an  increased 
cost  that  was  fully  met  by  the  accompanying  changes  in  the  financing 
provisions  (namely,  an  increase  in  the  contribution  rates  in  1973  and 
after  and  an  increase  in  the  earnings  base).  After  an  increase  in  the 
allocation  to  the  disability  insurance  system,  both  that  portion  of  the 
program  and  the  old-age  and  survivors  insurance  portion  were 
estimated  to  be  in  close  actuarial  balance. 

In  1968  the  cost  estimates  Avere  completely  revised,  based  on  the 
availability  of  new  operating  data.  The  nevv  estimates  showed  signifi- 
cantly lower  costs.  The  actuarial  balance  of  the  old-age,  survivors,  and 
disability  insurance  j^rogram  increased  from  +0.01  percent  of  tax- 
able payroll  to  +0.53  percent  of  taxable  payroll.  The  factors  con- 
tributing to  lower  costs  were  as  follows:  (1)  use  of  1968  earnings 
assumption  (instead  of  1966  earnings)  +0.33  percent;  (2)  use  of 
4%  percent  interest  assumption  (instead  of  33^4  percent),  +0.11  per- 
cent; (3)  use  of  higher  female  labor  force  participation  rates,  +0.06 
percent ;  and  (4)  other  factors,  +  0.02  percent. 

Then,  in  1969,  another  complete  revision  of  the  actuarial  cost  esti- 
mates was  made.  The  estimated  cost  of  the  program  was  again  signifi- 
cantly reduced.  The  actuarial  balance  of  the  old-age  survivors,  and 
disability  insurance  program  was  thereby  increased  from  the  figure 
of  +0.53  percent  of  taxable  payroll  according  to  the  1968  estimate  to 
+  1.16  percent  of  taxable  payroll.  The  factors  contributing  to  lower 
costs  were  as  follows:  (1)  use  of  1969  earning-s  assumption  (instead 
of  1968  earnings),  +0.22  percent;  (2)  use  of  4%-percent  interest 
assumption  (instead  of  414  j^ercent) ,  +0.11  percent ;  (3)  use  of  higher 
labor  force  participation  rates,  for  both  men  and  women,  +  0.23  per- 
cent; and  (4)  other  factors,  +0.07  percent. 

{2)  Actuarial  halance  of  program  after  enactment  of  1969  act 
According  to  the  cost  estimates  for  the  1967  act  made  in  1969,  there 
was  a  very  favorable  actuarial  balance  for  the  combined  old-age  sur- 
vivors, and  disability  insurance  system,  but  that  there  Avas  a  deficit  of 
0.01  percent  of  taxable  payroll  for  the  disability  insurance  portion,  and 
a  favorable  balance  of  1.17  percent  of  taxable  payroll  for  the  old-age 
and  survivors  insurance  portion. 

Under  the  1969  act,  the  benefit  changes  made  were  financed  by  utiliz- 
ing the  existing  favorable  actuarial  balance,  without  any  increases  in 
the  contribution  rates  and  the  earnings  base.  Accordingly,  since  the 
disability  insurance  system  was  in  such  close  actuarial  balance  under 
the  then-existing  law,  it  was  necessary  to  increase  the  portion  of  the 
combined  contributions  which  were  allocated  to  it,  so  as  to  finance  the 
cost  of  the  15-percent  benefit  increase.  Under  the  new  allocation  basis, 
both  the  old-age  and  survivors  insurance  system  and  the  disability 
insurance  system  were  in  close  actuarial  balance. 

(3)  Actuarial  halance  of  program  under  H.R.  17550 
Table  I  traces  through  the  change  in  the  actuarial  balance  of  the 
system  from  its  situation  under  present  law,  according  to  the  latest 
estimate,  to  that  under  your  committee's  bill,  by  type  of  major  changes 
involved,  determined  as  of  January  1,  1970. 

1  For  details  of  the  actuarial  balance  of  the  program  before  the  enactment  of  the  1967 
act,  see  page  83,  H.  Kept.  544,  90th  Cong. 
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TABLE  1.— CHANGES  IN  ACTUARIAL  BALANCE  OF  OLD-AGE,  SURVIVORS,  AND  DISABILITY  INSURANCE  SYSTEM, 
EXPRESSED  IN  TERMS  OF  ESTIMATED  LEVEL-COST  AS  PERCENTAGE  OF  TAXABLE  PAYROLL,  BY  TYPE  OF  CHANGE, 
INTERMEDIATE-COST  ESTIMATE,  PRESENT  LAW  AND  H.R.  17550 

[Percent] 


Old-age  and 

Item 

survivors 

Disability 

Total 

insurance 

insurance 

system 

Actuarial  balance  of  present  system   

-0.  08 

0.  00 

-0. 08 

Effect  of  using  1970  earnings   

+.25 

+.  03 

+.  28 

Increase  in  earnings  base    

+.  20 

+.  03 

+.  23 

Age-62  computation  point  for  men   

-.12 

0) 

-.  12 

Earnings  test  clianges       

-.10 

0) 

-.10 

Widow's  benefits  of  100  percent  of  PIA  at  65   

-.24 

(2) 

-.24 

Elimination  of  actuarial  reduction  when  shifting  from  one  benfit  to  another. 

-.10 

(0 

-.10 

Miscellaneous  changes  s     

-.01 

-.  01 

-.02 

Benefit  increase  of  5  percent..   

-.43 

-.05 

-.48 

Revised  contribution  schedule                                        .  ...  ... 

+.51 

.00 

+.  51 

Total  effect  of  changes  in  bill  

-.04 

.00 

-.04 

Actuarial  balance  under  bill      

-.12 

.00 

-.12 

1  Less  than  0.005  percent. 

2  Not  applicable  to  this  program. 

3  Includes  the  following:  child's  benefits  for  children  disabled  at  ages  18  to  21;  workmen's  compensation  offset  based  on 
100  percent  of  "average  current  earnings"  as  maximum;  elimination  of  support  requirement  for  divorced  wife's  and 
widow's  benefits;  reduced  widower's  benefits  at  age  60,  and  liberalization  of  insured  status  requirements  for  disability 
benefits  with  respect  to  blind  persons. 


The  changes  made  by  your  committee's  bill  would  maintain  the 
sound  actuarial  position  of  the  old-age,  survivors,  and  disability  in- 
surance system.  The  estimated  actuarial  balance  of  —0.12  percent  of 
taxable  payroll  is  not  quite  inside  the  established  limit  within  which 
the  system  is  considered  substantially  in  actuarial  balance  (i.e.  —0.10 
percent  of  taxable  payroll),  but  your  committee  believes  that  this 
small  difference  will  readily  be  made  up  when  the  'actuarial  valuation 
is  made  in  the  latter  part  of  1971,  when  data  on  1971  earnings  become 
available. 

It  should  be  emphasized  that  in  1950  and  in  subsequent  amend- 
ments, the  Congress  did  not  recommend  that  the  system  be  financed 
by  a  high  level  tax  rate  in  the  future,  but  rather  recommended  an 
increasing  schedule,  which,  of  necessity,  ultimately  rises  higher  than 
such  a  level  rate.  Nonetheless,  this  graded  tax  schedule  will  produce 
a  considerable  excess  of  income  over  outgo  for  many  years  so  that  a 
sizable  trust  fund  will  develop,  although  not  as  large  as  would  arise 
under  an  equivalent  level  tax  rate.  This  fund  will  be  invested  in  Gov- 
ernment securities  (just  as  is  also  the  case  for  the  trust  funds  of  the 
civil  service  retirement,  railroad  retirement,  national  service  life  in- 
surance, and  U.S.  Government  life  insurance  systems) .  The  resulting 
interest  income  w^ill  help  to  bear  part  of  the  higher  benefit  costs  of 
the  future. 

(e)  Level-costs  of  benefit  payments,  hy  type 

The  level-cost  of  the  old-age  and  survivors  insurance  benefit  pay- 
ments (without  considering  administrative  expenses,  the  railroad  re- 
tirement financial  interchange,  and  the  effect  of  interest  earnings  on 
the  existing  trust  fund)  under  the  1969  act,  according  to  the  latest 
intermediate-cost  estimate,  is  8.90  percent  of  taxable  payroll,  and  the 
corresponding  figure  for  the  program  as  it  would  be  modified  by  your 
committee's  bill  is  9.43  percent.  The  corresponding  figures  for  the  dis- 
ability benefits  are  1.10  percent  for  the  1969  act  and  also  1.10  percent 
for  your  committee's  bill. 
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Table  II  presents  the  benefit  costs  for  the  old-age,  survivors,  and 
disability  insurance  system  as  it  would  be  after  enactment  of  your 
committee's  bill,  separately  for  each  of  the  various  types  of  benefits. 

TABLE  M.— ESTIMATED  LEVEL-COST  OF  BENEFIT  PAYMENTS,  ADMINISTRATIVE  EXPENSES,  AND  INTEREST 
EARNINGS  ON  EXISTING  TRUST  FUND  UNDER  THE  OLD-AGE,  SURVIVORS,  AND  DISABILITY  INSURANCE  SYSTEM, 
AFTER  ENACTMENT  OF  COMMITTEE  BILL,  AS  PERCENTAGE  OF  TAXABLE  PAYROLL,i  BY  TYPE  OF  BENEFIT, 
INTERMEDIATE-COST  ESTIMATE 

[Percentl 


Old-age  and 

survivors  Disability 

Item  insurance  insurance 


Primarv  benefits   6.45  0.90 

Wife's  and  husband's  benefits    .50  .06 

Widow's  and  widower's  benefits   1. 54  (2) 

Parent's  benefits   .01  (2) 

Child's  benefits   .73  .14 

Mother's  benefits    .13  (2) 

Lump-sum  death  payments   .07  (2) 


Total  benefits   9.43  1.10 

Administrative  expenses     .13  .04 

Railroad  retirement  financial  interchange   .09  .00 

Interest  on  existing  trust  fund  3   —.24  —.04 


Net  total  level-cost   9.41  1.10 


1  Including  adjustment  to  reflect  the  lower  contribution  rate  on  self-employment  income  and  on  tips,  as  compared  with 
the  combined  employer-employee  rate. 

2  This  type  of  benefit  is  not  payable  under  this  program. 

3  This  item  includes  reimbursement  for  additional  cost  of  noncontributory  credit  for  military  service  and  is  taken  as  an 
offse  t  to  the  benefit  and  administrative  expense  costs. 

(/)  Income  and  outgo  in  near  f  uture 

Under  your  committee's  bill,  benefit  disbursements  under  the  old- 
age,  survivors,  and  disability  insurance  system  will  increase,  over  pres- 
ent law,  by  about  $3.9  billion  for  the  first  full  year  of  operation  of  these 
changes. 

The  contribution  income  for  the  old-age,  survivors,  and  disability 
system  for  1971  is  about  $1.3  billion  lower  under  your  committee's  bill 
than  under  present  law  (as  a  result  of  the  tax  rate  under  the  bill  being 
lower  than  under  present  law — which  more  than  offsets  the  effect  of 
the  higher  maximum  taxable  earnings  base).  However,  when  the  con- 
tribution income  for  the  old-age,  survivors,  and  disability  insurance 
system  and  the  hospital  insurance  system  are  considered  in  combina- 
tion, the  contribution  income  for  1971  is  $2.7  billion  more  under  your 
committee's  bill  than  under  present  law  (due  to  the  effect  of  the  higher 
earnings  base,  since  the  combined  employer-employee  contribution  rate 
for  the  two  programs  considered  in  combination  is  unchanged — 
although  the  self-employed  contribution  rate  for  the  two  programs 
combined  is  slightly  lower) . 

Under  the  program  as  modified  by  your  committee's  bill,  according 
to  this  estimate,  the  old-age  and  survivor's  trust  fund  will  increase 
sloAvly  during  1970-74,  rising  from  $32.1  billion  at  the  end  of  1970 
to  $38.3  billion  at  the  end  of  1974,  or  at  a  rate  of  $1-2  billion  per  year. 
Then,  in  1975,  when  the  contribution  rates  increase  sliarply  (tlie  com- 
bined employer-employee  rate  going  from  8.4  percent  to  10.0  percent) . 
the  trust  fund  increases  by  $10.4  billion ;  such  large  increases  will  also 
occur  in  the  years  immediately  following  1975.  The  trust  fund  balance 
at  the  end  of  the  year  during  the  period  1970-74  closely  approximates 
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1  year's  outgo  for  benefit  payments.  Table  III  presents  these  short- 
range  estimates. 

TABLE  lll.-PROGRESS  OF  OLD-AGE  AND  SURVIVORS  INSURANCE  TRUST  FUND,  SHORT-RANGE  ESTIMATE 

[In  millions] 


Railroad 
retirement 

Adminis-      financial  Balance  in 

Contribu-        Benefit        trative         inter-    interest  on    fund  at  end 
Calendar  year  tions     payments      expenses      change  2         fundi        of  years 


Actual  data: 

1951   $3,367  $1,885  $81  

1952                                             3, 819  2, 194  88   

1953....                                        3,945  3,006  88 

1954                                               5,163  3,670  92  -$21 

1955                                             5,713  4,968  119  -7 

1956                                             6,172  5,715  132  -5 

1957                                             6,825  7,347  162  -2 

1958                                             7,566  8,327  194  124 

1959                                               8,052  9,842  184  282 

196-0   10,866  10,677  203  318 

1961-    11,285  11,862  239  332 

1962     12,059  13,356  256  361 

1963   14,541  14,217  281  423 

1964   15,689  14,914  296  403 

1965     16,017  16,737  328  436 

1966   20,658  18,267  256  444 

1967   23,216  19,468  406  508 

1968   24,101  22,643  476  438 

1969     28,389  24,210  474  491 

Estimated  data  (short-range  estimate),  committee  bill: 

1970  4    30,440  28,799  503 

1971   34,133  33,632  597 

1972   36,269  35,263  571 

1973   37,833  36,525  598 

1974   39,574  37,827  625 

1975   48.630  39.156  650 


523 
562 
679 
732 
730 
731 


$417 
365 
414 
447 
454 
526 
556 
552 
532 
516 
548 
526 
521 
569 
593 


939 
1,165 

1,396 
1,491 
1,583 
1,705 
1,928 
2, 303 


$15,540 
17, 442 
18, 707 
20,  576 
21,663 
22,519 
22, 393 
21,864 
20, 141 
20,  324 

19,  725 
18,337 
18, 480 
19, 125 
18, 235 

20,  570 
24, 222 
25,  704 
30,  082 

32,  093 
32, 926 
34, 265 
35, 948 
38,  268 
48, 664 


1  An  interest  rate  of  4.75  percent  is  used  in  determining  the  level  costs,  under  the  intermediate-cost  long-range  estimates, 
but  in  developing  the  progress  of  the  trust  fund  a  varying  rate  in  the  early  years  has  been  used. 

2  A  negative  figure  indicates  payment  to  the  trust  fund  from  the  railroad  retirement  account,  and  a  positive  figure  indi- 
cates the  reverse. 

3  Not  including  amounts  in  the  railroad  retirement  account  to  the  credit  of  the  old-age  and  survivors  insurance  trust 
fund.  In  millions  of  dollars,  these  amounted  to  $377  for  1953,  $284  for  1954,  $163  for  1955,  $60  for  1956,  and  nothing  for 
1957  and  thereafter. 

*  Estimated  data  for  present  law. 

Note:  Contributions  include  reimbursement  for  additional  cost  of  noncontributory  credit  for  military  service  and  for 
the  special  benefits  payable  to  certain  noninsured  persons  aged  72  or  over. 


The  disability  insurance  trust  fund  is  estimated  to  increase  by  about 
$0.8  billion  in  1971  under  your  committee's  bill,  and  by  somewhat 
larger  amounts  each  year  thereafter  for  the  next  few  years.  The  bal- 
ance in  the  disability  insurance  trust  fund,  under  your  committee's 
bill,  would  increase  from  $6.3  billion  at  the  end  of  1971  to  $9.0  billion 
at  the  end  of  1974,  and  then  to  $10.9  billion  at  the  end  of  1975^  The 
trust  fund  balance  at  the  end  of  the  year  during  the  period  1970-74 
closely  approximates  2  years'  outgo  for  benefit  payments.  Table  I^" 
presents  these  short-range  estimates. 
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TABLE  IV.— PROGRESS  OF  DISABILITY  INSURANCE  TRUST  FUND,  SHORT-RANGE  ESTIMATE 

[In  millions] 


Railroad 

retirement  Balance 

Adminis-      financial  in  fund 

Contri-        Benefit        trative         inter-  Interest         at  end 

Calendar  year                                butions     payments     expenses      change  i  on  fund  ^         of  year 


Actual  data: 

1957   $702 

1958   966 

1959   891 

1960    1,010 

1961   1,038 

1962    1,046 

1963   1,  099 

1964   1, 154 

1965   1,188 

1966   2,  022 

1967   2,  302 

1968   3, 348 

1969   3,615 

Estimated  data  (short-range  estimate), 
committee  bill: 

19703   4,468 

1971   4,154 

1972   4,324 

1973   4,517 

1974   4,731 

1975   5,716 


$57 

$3  ... 

$7 

$649 

249 

12 

25 

1,379 

457 

50 

-$22 

40 

1,825 

568 

36 

-5 

53 

2, 289 

887 

64 

5 

66 

2, 437 

1,105 

66 

11 

68 

2, 368 

1,210 

68 

20 

66 

2, 235 

1,309 

79 

19 

64 

2,047 

1,573 

90 

24 

59 

1,606 

1,784 

137 

25 

58 

1,739 

1,950 

109 

31 

78 

2,029 

2,311 

127 

20 

106 

3,  025 

2,  557 

138 

21 

177 

4,100 

3,093 

169 

18 

259 

5,  547 

3, 480 

184 

17 

321 

6, 341 

3, 674 

182 

24 

361 

7, 146 

3, 824 

192 

30 

411 

8, 028 

3, 971 

199 

30 

469 

9, 028 

4,113 

208 

30 

547 

10,940 

1 A  negative  figure  indicates  payment  to  the  trust  fund  from  the  railroad  retirement  account,  and  a  positive  figure  indi- 
cates the  reverse. 

2  An  interest  rate  of  4.75  percent  is  used  in  determining  the  level-costs  under  the  intermediate-cost  long-range  estimates 
but  in  developing  the  progress  of  the  trust  fund  a  varying  rate  in  the  early  years  has  been  used. 

3  Estimated  data  for  present  lavi/. 

Note:  Contributions  include  reimbursement  for  additional  cost  of  noncontributory  credit  for  military  service. 


(g)  Long-range  operations  of  OAS  I  trust  fund 

Table  V  gives  the  estimated  operations  of  the  old-age  and  survivors 
insurance  trust  fund  under  the  program  as  it  would  be  changed  by 
your  committee's  bill  for  the  long-range  future,  based  on  the  inter- 
mediate-cost estimate.  It  will,  of  course,  be  recognized  that  the  figures 
for  the  next  two  or  three  decades  are  the  most  reliable  (under  the 
assumption  of  level-earnings  trends  in  the  future)  since  nearly  all  of 
the  populations  concerned — ^both  covered  workers  and  beneficiaries^ — 
are  already  born.  As  the  estimates  proceed  further  into  the  future, 
there  is,  of  course,  much  more  uncertainty. 

In  every  year  after  1969  for  the  next  25  years,  contribution  income 
under  the  system  as  it  would  be  modified  by  your  committee's  bill  is 
estimated  to  exceed  old-age  and  survivors  insurance  benefit  disburse- 
ments. Even  after  the  benefit-outgo  curve  rises  ahead  of  the  contribu- 
tion-income curve,  the  trust  fund  will  nonetheless  continue  to  increase 
because  of  the  effect  of  interest  earnings  (which  more  than  meet  the 
administrative  expense  disbursements  and  'any  financial  interchanges 
with  the  railroad  retirement  program) .  As  a  result,  this  trust  fund 
is  estimated  to  grow  steadily  under  the  intermediate  long-range  cost 
estimate  (with  a  level-earnings  assumption),  reaching  $69  billion  in 
1980  and  about  $188  billion  at  the  end  of  this  century.  The  trust  fund 
is  shown  as  being  exhausted  in  about  65  years,  which  results  from  the 
small  lack  of  actuarial  balance,  as  indicated  previously. 
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TABLE  v.— ESTIMATED  PROGRESS  OF  OLD-AGE  AND  SURVIVORS  INSURANCE  TRUST  FUND  UNDER  SYSTEM  AS 
MODIFIED  BY  H.R.  17550,  LONG-RANGE  INTERMEDIATE-COST  ESTIMATE 

[In  millions] 


Adminis-  Balance  in 

Benefit  trative      Interest  on  fund  at 

Calendar  year  Contributions      payments  i        expenses  fund       end  of  year 


1980    $51,515  $44,215  $674  $2,755  $68,841 

1985    54,149  51,198  728  4,639  108,462 

1990   58,248  58,464  783  5,987  137,324 

1995   62,723  64,633  831  7,038  160,256 

2000   67,758  68,556  868  8,275  188,462 

2025   88,162  114,090  1,276  10,873  237,590 

2040   101,283  132,683  1,470  (2)  (2) 


1  Includes  effect  of  financial  interchange  with  railroad  retirement  system. 

2  Fund  exhausted  in  2035. 

Note:  Contributions  include  reimbursement  for  additional  cost  of  noncontributory  credit  for  military  service  before 
1957.  No  account  is  taken  in  this  table  of  the  outgo  for  the  special  benefits  payable  to  certain  noninsured  persons  aged  72 
or  over  or  for  the  additional  benefits  payable  on  the  basis  of  noncontributory  credit  for  military  service  after  1955— or  of 
the  corresponding  reimbursement  therefor,  w/hich  is  exactly  counterbalancing  from  a  long-range  cost  standpoint. 

(h)  Long-range  operations  of  DI  trust  fwid 

The  disability  insurance  trust  fund,  under  the  program  as  it  would 
be  changed  by  your  committee's  bill,  grows  slowly  but  steadily  after 
1969,  according  to  the  intermediate  long-range  cost  estimate,  as  shown 
by  table  VI.  In  1980,  it  is  shown  as  being  $15  billion,  while  in  1990, 
the  corresponding  figure  is  $28  billion.  There  is  a  small  excess  of  con- 
tribution income  over  benefit  disbursements  for  every  year  after  1969 
for  the  next  25  years. 

TABLE  VI.-ESTIMATED  PROGRESS  OF  DISABILITY  INSURANCE  TRUST  FUND  UNDER  SYSTEM  AS  MODIFIED  BY 
H.R.  17550,  LONG-RANGE  INTERMEDIATE-COST  ESTIMATE 

[In  millions) 


Balance  in 

Benefit     Administra-         Interest      fund  at  end 
Calendar  year  Contributions      payments  i  five  expenses         on  fund  of  year 


1980   $6,072  $5,058  $190  $618  $14,578 

1985   6,465  5,877  199  938  21,455 

1990   6,882  6,519  210  1,251  28,313 

1995   7,412  7,293  227  1,581  35,532 

2000   8,012  8,345  257  1,899  42,420 

2025   10,390  12,118  369  2,182  48,279 

2040   11,933  14,235  434  2,109  46,575 


1  Includes  effect  of  financial  interchange  provision  with  railroad  retirement  system. 

Note:  Contributions  include  reimbursementfor  additional  cost  of  noncontributory  creditfor  military  service  before  1957  . 
No  account  is  taken  in  this  table  of  the  outgo  for  the  additional  benefits  payable  on  the  basis  of  noncontributory  credit  for 
military  service  after  1956— or  of  the  corresponding  reimbursement  therefor,  which  is  exactly  counterbalancing  from  a 
long-range  cost  standpoint. 

Table  VTI  shows  the  estimated  costs  of  the  old-age  and  survivors 
insurance  benefits  and  of  the  disability  insurance  benefits  under  the 
program  as  it  would  be  changed  by  your  committee's  bill  as  a  per- 
centage of  taxable  payroll  for  various  future  years,  through  the  year 
2040,  and  also  the  level -costs  of  the  two  programs. 
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TABLE  VII.— ESTIMATED  COST  OF  BENEFIT  PAYMENTS  OF  OLD-AGE,  SURVIVORS,  AND  DISABILITY  INSURANCE 
SYSTEM  AS  PERCENT  OF  TAXABLE  PAYROLL,i  UNDER  SYSTEM  AS  MODIFIED  BY  COMMITTEE  BILL 


Old-age  and 

survivors  Disability 
insurance       insurance  Total 


Calendar  year  benefits         benefits  benefits 


1980   8.32  0.96  9.28 

1985   9.09  1.05  10.14 

1990   9.78  1.10  10.88 

1995   10.07  1.14  11.21 

2000   9.91  1.21  11.12 

2025   12.71  1.35  14.06 

2040   12.87  1.38  14.25 

Level-cost  2   9.41  1.10  10.51 


1  Taking  into  account  the  lower  contribution  rate  for  self-employment  income  and  tips,  as  compared  mt\\  the  combined 
employer-employee  rate. 

2  Level  contribution  rate,  at  an  interest  rate  of  4.75  percent  benefits  after  1969  taking  into  account  interest  on  the  trust 
fund  on  December  31,  1969,  future  administrative  expenses,  the  railroad  retirement  financial  interchange  provisions, 
and  the  reimbursement  of  noncontributory  military-wage-credits  cost. 

B.  ACTUARIAL  COST  ESTIMATES  FOR  THE  HOSPITAL  INSURANCE  SYSTEM 

(a)  Summary  of  actuarial  cost  estimates 

The  hospital  insurance  system,  as  modified  by  your  committee's  bill, 
has  an  estimated  cost  for  benefit  payments  and  administrative  expenses 
that  is  in  close  long-range  balance  with  contribution  income.  It  is  rec- 
ognized that  the  preparation  of  cost  estimates  for  hospitalization  and 
related  benefits  is  much  more  difficult  and  is  much  more  subject  to 
variation  than  cost  estimates  for  the  cash  benefits  of  the  old-age,  sur- 
vivors, and  disability  insurance  system.  This  is  so  not  only  because  the 
hospital  insurance  program  is  relatively  new,  with  little  past  operating 
experience,  but  also  because  of  the  greater  number  of  variable  factors 
involved  in  a  service-benefit  program  than  in  a  cash-benefit  one.  How- 
ever, your  committee  believes  that  the  present  cost  estimates  are  made 
under  reasonable  assumptions  with  respect  to  all  foreseeable  factors. 

New  long-range  actuarial  cost  estimates  for  the  hospital  insurance 
system  have  recently  been  prepared.  They  show  a  significantly  higher 
benefit  cost  than  the  previous  estimates,  which  were  used  as  the  basis 
for  the  1967  amendments. 

These  new  cost  estimates  are  based  on  revised  assumptions  as  to  the 
many  factors  involved  in  the  hospital  insurance  program.  Based  on 
actual  recent  experience,  the  assumptions  include  higher  unit  costs  in 
the  future  for  hospital  and  other  services  covered  by  the  program,  an 
increasing  trend  in  utilization  of  services,  and  somewhat  higher 
increases  in  covered  earnings  that  are  subject  to  contributions.  A 
detailed  presentation  of  the  new  assumptions  is  contained  in  "Actuarial 
Study  No.  71,"  issued  by  the  Social  Security  Administration,  Depart- 
ment of  Health,  Education,  and  Welfare,  but  some  information  on 
these  matters  is  presented  in  the  subsequent  discussion  here. 

( h )  Financing  policy 

(1)  Financing  basis  of  TI.R.  17550 
The  contribution  schedule  contained  in  your  committee's  bill  for  the 
hospital  insurance  program,  under  a  $9,000  taxable  earnings  base 
beginning  in  1971,  is  as  follows,  as  compared  with  that  of  present  law : 
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[Percent] 


Combined  employer-employee        Self-employed  rate 
rate 


Present  Present 


Calendar  year  law       H.R.  17550  law        H.R.  17550 


1970   1.2  1.2  0.60  0.6 

1971-72   1.2  2.0  .60  1.0 

1973-75   1.3  2.0  .65  1.0 

1976-79   1.4  2.0  .70  1.0 

1980-86   1.6  2.0  .80  1.0 

1987  and  after   1.8  2.0  .90  1.0 


Your  committee's  bill  has  not  clmnged  the  benefit  protection  pro- 
vided by  the  hospital  insurance  program.  However,  the  bill  does  con- 
tain a  number  of  provisions  which  are  intended  to  reduce  the  cost  of 
the  program.  Among  these  provisions  are  the  elimination  of  payments 
to  certain  providers  of  services  who  have  abused  the  program,  the  limi- 
tation of  the  payments  to  certain  providers  of  services  who  furnish 
services  which  are  determined  to  be  unduly  expensive,  certain  limita- 
tions on  financial  participation  for  supporting  unnecessary  ca])ital 
expenditures,  the  possibility  of  increased  economy  under  prospective- 
reimbursement  experiments  and  demonstration  projects,  the  limitation 
of  reimbursement  to  customary  charges  in  certain  instances  when  these 
are  less  than  reasonable  cost,  and  the  requirement  of  reasonable  insti- 
tutional planning.  No  recognition  of  the  effect  of  these  cost-reduction 
changes  has  been  made  in  the  actuarial  cost  estimates,  because  it  is  not 
possible  to  quantify  them;  accordingly,  any  savings  resulting  repre- 
sents a  small  safety  margin  in  the  cost  estimates. 

An  important  change  made  by  your  committee's  bill  would  permit 
individuals  to  obtain  their  medicare  coverage  (both  hospital  insurance 
and  supplementary  medical  insurance)  through  a  health  maintenance 
organization  (a  group  practice  prepayment  plan  or  other  capitation 
plan).  In  such  instances,  the  medicare  program  would  pay  for  such 
coverage  on  a  capitation  basis  determined  by  actuarial  methods,  but 
not  to  exceed  95  percent  of  the  amoimt  that,  according  to  actuarial 
estim'ates  (which  would  take  into  account  such  factors  as  age  and  sex 
of  the  enrollees,  geographical  location  of  the  organization,  and  se- 
lection and  enrollment  rules  of  the  organization),  would  otherwise 
have  been  payable  with  respect  to  such  persons  if  they  had  not  been 
members  of  such  organizations. 

No  valid  experience  under  the  medicare  program  is  available  for 
the  purpose  of  making  any  cost  estimates  of  the  effect  of  this  provision. 
To  the  extent  that  adequate  actuarial  analysis  can  be  made  in  the 
future  as  to  the  actual  operation  of  these  health  maintenance  organiza- 
tions, there  could  be  a  significant  reduction  in  the  long-run  cost  of  the 
medicare  program. 

In  the  early  years  of  operation,  however,  there  might  be  slightly 
increased  program  costs,  because  the  relatively  few  organizations  of 
this  type  now  in  existence  are  being  reimbursed  only  their  actual  costs, 
whereas  under  the  provisions  of  your  committee's  i3ill,  they  would,  in 
the  future,  be  reimbursed  somewhat  more  than  costs  (although  possi- 
})ly  less  than  would  have  been  paid  with  respect  to  the  ])articipating 
individuals  if  they  had  not  belonged  to  such  an  organization).  On  the 
other  hand,  if  such  organizations  can  supply  the  covered  services  at 
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a  lower  cost  than  what  would  otherwise  prevail,  then  in  the  future,  if 
more  of  these  organizations  are  formed,  there  could  be  a  significant 
net  savings  to  the  program.  Accordingly,  the  actuarial  cost  estimates 
have  not  been  modified  to  reflect  the  possible  cost  aspects  of  this  pro- 
vision for  a  different  reimbursement  basis  for  health  maintenance 
organizations. 

Your  committee's  bill  also  contains  a  provision  that  would  eliminate 
payments  under  the  medicare  program  for  services  covered  by  the  Fed- 
eral employees  health  benefits  plan,  beginning  in  1972,  unless  such 
plan  is  modified  to  make  available  coverage  supplementary  to  that 
under  the  medicare  program.  For  the  purposes  of  the  actuarial  cost  es- 
timates, no  account  is  taken  of  any  possible  reduction  in  benefit  pay- 
ments under  the  medicare  program  on  this  account,  because  of  the  like- 
lihood that  such  modification  will  occur. 

Your  committee's  bill  provides  an  opportunity  for  persons  who  are 
not  otherwise  eligible  under  the  hospital  insurance  program  to  enroll, 
on  a  voluntary  basis,  and  then  to  pay  the  estimated  full  cost  of  the 
benefit  protection  thus  made  available.  Such  voluntary  elective  indi- 
vidual coverage  can  also  be  obtained  by  States  and  other  organizations 
on  a  group  basis  for  their  retired  employees  aged  65  and  over  who  are 
not  otherwise  protected  under  the  hospital  insurance  program. 

The  actuarial  cost  estimates  presented  in  this  report  do  not  take  into 
account  the  effect  of  this  provision  for  voluntary  coverage  of  otherwise 
ineligible  persons,  since  it  is  not  possible  to  estimate  how  many  of  the 
approximately  250,000  persons  eligible  to  so  elect  will  actually  do  so ; 
of  these  250,000  persons,  about  145,000  are  covered  under  the  Federal 
Employees  Health  Benefits  ])lan  and  so  are  unlikely  to  elect  the  volun- 
tary hospital  insurance  under  the  bill.  Thus,  approxim'ately  100,000 
persons  are  really  potentially  eligible  to  elect.  Furthermore,  if  the 
]:)remium  rate,  which  has  been  actuarially  estimated  at  $27  per  month 
for  the  first  li/^  years  of  operation,  is  adequate,  there  will  be  no  net 
effect  on  the  financial  operations  of  the  total  program.  In  any  event, 
whether  or  not  such  experience  is  favorable,  there  will  be  relatively 
little  effect  on  the  financial  operations  of  the  program,  because  of  the 
sm'all  number  of  persons  likely  to  be  involved. 

The  hospital  insurance  program  is  completely  separate  from  the 
old-age,  survivors,  and  disability  insurance  system  in  several  w^ays, 
although  the  earnings  base  is  the  same  under  both  programs.  First. 
the  schedules  of  tax  rates  for  old-age,  survivors,  and  disability  insur- 
ance and  for  hospital  insurance  are  in  separate  subsections  of  the 
Internal  Revenue  Code  (unlike  the  situation  for  old-age  and  survivors 
insurance  as  compared  with  disability  insurance,  where  there  is  a 
single  tax  rate  for  both  programs,  but  an  allocation  thereof  into  two 
portions) .  Second^  the  hospital  insurance  program  has  a  separate  trust 
fund  (as  is  also  the  case  for  old-age  and  survivors  insurance  and  for 
disability  insurance)  and,  in  addition,  has  a  separate  Board  of  Trustees 
from  that  of  the  old-age,  survivors,  and  disability  insurance  system. 
Third.,  income  tax  withholding  statements  (forms  W-2)  show  the 
proportion  of  the  total  contribution  for  old-age,  survivors,  and  dis- 
ability insurance  and  for  hospital  insurance  that  is  with  respect  to  the 
latter.  Fourth^  the  hospital  insurance  program  covers  railroad  em- 
ployees directly  in  the  same  manner  as  other  covered  workers,  and  their 
benefit  payments  are  paid  directly  from  this  trust  fund  (rather  than 
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directly  or  indirectly  through  the  railroad  retirement  system) ,  whereas 
these  employees  are  not  covered  by  old-age,  survivors,  and  disability 
insurance  (except  indirectly  through  the  financial  interchange  pro- 
visions). Fift\  the  financing  basis  for  the  hospital  insurance  system 
is  determined  under  a  different  approach  than  that  used  for  the  old- 
age,  survivors,  and  disability  insurance  system,  reflecting  the  different 
natures  of  the  two  programs  (by  assuming  rising  earnings  levels  and 
rising  hospitalization  costs  in  future  years,  instead  of  level-earnings 
assumptions  and  by  making  the  estimates  for  a  25-year  period  rather 
than  a  75-year  one).  Sixth^  the  contribution  rate  for  self-employed 
persons  is  the  same  as  for  employees,  whereas  under  old-age,  survivors, 
and  disability  insurance,  the  self-employed  pay  50  percent  more  at 
the  present  time. 

{2)  Self-supporting  nature  of  system 
Just  as  has  always  been  the  case  in  connection  with  the  old-age, 
survivors,  and  disability  insurance  system,  your  committee  has  very 
carefully  considered  the  cost  aspects  of  the  present  hospital  insurance 
system  and  proposed  changes  therein.  In  the  same  manner,  your  com- 
mittee believes  that  this  program  should  be  completely  self-supporting 
from  the  contributions  of  covered  individuals  and  employers  (the 
transitional  uninsured  group  covered  by  this  program  have  their  bene- 
fits, and  the  resulting  administrative  expenses,  completely  financed 
from  general  revenues).  Accordingly,  your  committee  yqvj  strongly 
believes  that  the  tax  schedule  in  the  law  should  make  the  hospital  insur- 
ance system  self-supporting  over  the  long  range  as  nearly  as  can  be 
foreseen,  and  thus  actuarially  sound. 

{3)  Actuarial  soundness  of  system 

The  concept  of  actuarial  soundness  as  it  applies  to  the  hospital 
insurance  system  is  somewhat  similar  to  that  concept  as  it  applies  to 
the  old-age,  survivors,  and  disability  insurance  system  (see  discussion 
of  this  topic  in  another  section),  but  there  are  important  differences. 

One  major  difference  in  this  concept  as  it  applies  between  the  tAvo 
different  systems  is  that  cost  estimates  for  the  hospital  insurance  pro- 
gram should  desirably  be  made  over  a  period  of  only  25  years  in  the 
future,  rather  than  75  years  as  in  connection  with  the  old-age,  survivors, 
and  disability  insurance  program.  A  shorter  period  for  the  hospital 
insurance  program  is  necessary  because  of  the  greater  difficulty  in 
making  forecast  assumptions  for  a  service  benefit  than  for  a  cash  bene- 
fit. Although  there  is  reasonable  likelihood  that  the  number  of  benefi- 
ciaries aged  65  and  over  will  tend  to  increase  over  the  next  75  years 
when  measured  relative  to  covered  population  (so  that  a  period  of  this 
length  is  both  necessary  and  desirable  for  studying  the  cost  of  the  cash 
benefits  under  the  old-age,  survivors,  and  disability  insurance  pro- 
gram), it  is  far  more  difficult  to  make  reasonable  assumptions  as  to  the 
trends  of  medical  care  costs  and  practices  for  more  than  25  years  in  the 
future. 

It  seems  desirable  to  your  committee  that  the  hospital  insurance  pro- 
gram should  be  in  close  actuarial  balance.  In  order  to  accomplish  this 
result,  your  committee  has  revised  the  contribution  schedule  to  meet 
this  requirement,  according  to  the  underlying  cost  estimates. 
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( G )  Hospitalization  data  and  assumptions 

(1)  Past  increases  in  hosjyital  costs  a/)id  in  earnings 
Table  A  presents  a  summary  comparison  of  the  annual  increases  in 
hospital  costs  and  the  corresponding  increases  in  wages  that  have  oc- 
curred since  1955  and  up  through  1969. 

TABLE  A.— COIVIPARISON  OF  ANNUAL  INCREASES  IN  HOSPITAL  COSTS  AND  IN  EARNINGS 

[Percent] 


Increase  over  previous  year 

Average  Average 

wages  in  daily 

covered  hospitalization 

employment  i  costs  2 

Calendar  year 


1956   5. 7  4. 5 

1957   5.5  7.7 

1958   3. 3  8. 6 

1959   3.3  6.8 

1960   4.3  6.8 

1961   3.1  8.5 

1962  :   4.2  5.3 

1963   2.4  5.6 

1964   3. 1  6. 9 

1965   1.6  7.0 

1966   4.4  8.3 

1967  .   6.3  12.3 

1968   7.0  13.5 

1969   6.0  3  14.0 

Average  for  1956-65   3. 6  6.  8 

Average  for  1966-69  .  5.9  12.0 


1  Data  are  for  calendar  years  (based  on  experience  in  1st  quarter  of  year). 

2  Data  are  for  fiscal  years  ending  in  September  of  year  shown.  Data  are  from  American  Hospital  Association,  and  "hos- 
pitalization costs"  represents  total  hospital  expense  per  patient  day. 

3  Preliminary  estimate  made  by  Social  Security  Administration. 


The  annual  increases  in  earnings  are  based  on  those  in  covered  em- 
ployment under  the  old-age,  survivors,  and  disability  insurance  system 
as  indicated  by  first  quarter  taxable  wages,  which  by  and  large  are  not 
affected  by  the  maximum  taxable  earnings  base.  The  data  on  increases 
in  hospital  costs  are  based  on  a  series  of  average  daily  expense  per 
patient  day  (including  not  only  room  and  board,  but  also  other  inpa- 
tient charges  and  other  expenditures  of  hospitals)  prepared  by  the 
American  Hospital  Association. 

The  annual  increases  in  earnings  fluctuated  somewhat  over  the  period 
up  through  1965,  although  there  were  not  very  large  deviations  from 
the  average  annual  rate  of  3.6  percent ;  no  upward  or  downward  trend 
over  the  period  is  discernible.  The  annual  increases  in  hospital  costs 
likewise  fluctuated  from  year  to  year  during  this  period,  around  the 
average  annual  rate  of  6.8  percent. 

During  the  period  1955-65,  hospital  costs  increased  at  a  faster  rate 
tlian  earnings.  The  differential  between  these  two  rates  of  increase  fluc- 
tuated widely,  being  as  high  as  somewhat  more  than  5  percent  in  some 
years  and  as  low  as  a  negative  differential  of  about  1  percent  in  1956 
(with  the  next  lowest  differential  being  a  positive  one  of  about  1  per- 
cent in  1962).  Over  the  entire  10-year  period,  the  differential  between 
the  average  annual  rate  of  increase  in  hospital  costs  over  the  average 
annual  rate  of  increase  in  earnings  was  3.2  percent. 

Following  1965,  however,  both  earnings  and  hospital  costs  have 
risen  sharply,  the  former  at  a  rate  of  about  6  percent  per  year  and 
the  latter  at  about  12  percent  per  year.  Thus,  the  differential  rate 
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of  increase  of  hospital  costs  as  against  earnings  was  about  6  percent 
per  year  during  1966-69,  as  compared  with  3  percent  in  the  preceding 
decade.  Or,  to  put  it  another  way,  in  the  past  15  years,  hospital  costs 
have  increased  at  double  the  rate  that  earnings  m  general  have.  No 
change  in  this  relationship  is  evident  currently,  so  that  relatively  high 
increases  in  hospital  costs  seem  likely  in  at  least  the  next  few  years. 

Your  committee  was  advised  by  the  Department  of  Health,  Educa- 
tion, and  Welfare  that,  in  the  future,  after  the  next  few  years,  earnings 
are  estimated  to  increase  at  a  rate  of  about  4  percent  per  year.  It  is 
much  more  difficult  to  predict  what  the  corresponding  increase  in  hos- 
pital costs  will  be. 

(2)  Effect  on  cost  estimates  of  rising  hospital  costs 

A  major  consideration  in  making  cost  estimates  for  hospital  bene- 
fits, then,  is  how  long  and  to  what  extent  the  tendency  of  hospital  costs 
to  rise  more  rapidly  than  the  general  earnings  level  wall  continue  in 
the  future,  and  whether  or  not  it  may,  in  the  long  run,  be  counter- 
balanced by  a  trend  in  the  opposite  direction.  Some  f  actors  to  consider 
are  the  relatively  low  wages  of  hospital  employees  (which  have  been 
rapidly  "catching  up"  with  the  general  level  of  wages  and  obviously 
may  be  expected  to  "catch  up"  completely  at  some  future  date,  rather 
than  to  increase  indefinitely  at  a  more  rapid  rate  than  w^ages  gen- 
erally) and  the  development  of  new  medical  techniques  and  pro- 
cedures, with  resultant  increased  expense. 

In  connection  with  this  latter  factor,  there  are  possible  counterbal- 
ancing factors.  The  higher  costs  involved  for  more  refined  and  exten- 
sive treatments  may  be  offset  by  the  development  of  out-of -hospital 
facilities,  shorter  durations  of  hospitalization,  and  less  expense  for 
subsequent  curative  treatments  as  a  result  of  preventive  measures. 
Also,  it  is  possible  that  at  some  time  in  the  future,  the  productivity 
of  hospital  personnel  will  increase  significantly  as  the  result  of  changes 
in  the  organization  of  hospital  services  or  for  other  reasons,  so  that,  as 
in  other  fields  of  economic  activity,  the  general  wage  level  might  in- 
crease more  rapidly  than  hospitalization  prices  in  the  long  run. 

Perhaps  the  major  consideration  in  making  actuarial  cost  estimates 
for  hospital  benefits  is  that — unlike  the  situation  in  regard  to  cost 
estimates  for  monthly  cash  benefits,  where  the  result  is  the  opposite — 
an  unfavorable  cost  result  is  show^n  when  total  earnings  levels  rise, 
unless  the  financing  provisions  of  the  system  are  kept  up  to  date  (inso- 
far as  the  maximum  taxable  earnings  base  is  concerned).  The  reason 
for  this  result  is  that  hospital  costs  rise  at  least  at  the  same  rate  over 
the  long  run  as  the  total  earnings  level,  whereas  the  contribution  in- 
come rises  less  rapidly,  unless  the  earnings  base  is  kept  up  to  date, 
than  the  total  earnings  level. 

For  these  reasons,  the  cost  estimates  were  previously  based  on  the 
assumption  that  both  hospital  costs  and  the  general  level  of  earnings 
will  increase  in  the  future  for  the  entire  25-year  period  considered, 
while  at  the  same  time  the  earnings  base  will  not  change.  The  present 
cost  estimates  no  longer  assume  that  the  maximum  taxable  earnings 
base  will  not  change,  but  rather  that  it  will  be  kept  up  to  date,  by 
periodic  legislative  revisions,  w^ith  changes  in  the  general  level  of 
earnings ;  such  situation  has  been  the  case  for  the  last  two  decades,  and 
it  seems  reasonable  that  it  will  continue  in  the  future. 
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Your  committee  believes  that  sucli  a  less  conservative  assumption, 
resulting  in  a  reduced  safety  margin,  is  now  justifiable  and  proper. 
Initially,  such  a  safety  factor  was  needed  when  there  was  no  firm  indi- 
cation of  what  the  actual  near-future  experience  would  be.  Now,  good 
data  are  available  as  to  the  actual  current  experience,  and  so  such  a 
margin  is  no  longer  necessary  if  adequately  reasonable  assumptions 
are  adopted  as  to  future  trends  of  unit  costs  of  services  and  of  utiliza- 
tion of  services.  Quite  obviously,  if  the  earnings  base  is  not  changed  in 
the  future  to  keep  it  up  to  date  in  this  manner,  and  if  the  actual  expe- 
rience develops  in  line  with  the  assumptions  made  in  the  actuarial  cost 
estimates,  then  higher  contribution  rates  than  now  provided  under 
your  committee's  bill  would  be  necessary. 

The  fact  that  the  cost-sharing  provisions  (the  initial  hospital  de- 
ductible and  the  coinsurance  features)  are  on  a  dynamic  basis  which 
varies  with  hospital  costs  is  taken  into  account  as  not  requiring  a  higher 
cost  estimate  than  would  be  needed  if  static  conditions  were  assumed. 

(3)  Assumptions  as  to  relative  trends  of  hospital  costs  and  earn- 
ings underlying  cost  estimate  for  H.R.  17550 

As  indicated  previously,  your  committee  very  strongly  believes  that 
the  financing  basis  of  the  hospital  insurance  program  should  be 
developed  on  a  conservative  basis.  For  the  reasons  brought  out,  the 
cost  estimates  should  not  be  developed  on  a  level-earnings  basis,  but 
rather  they  should  assume  dynamic  conditions  as  to  both  earnings 
levels  and  hospitalization  costs.  Accordingly,  it  seems  appropriate 
to  make  cost  projections  for  only  25  years  in  the  future  and  to  develop 
the  financing  necessary  for  only  this  period  (but  with  a  resulting  trust 
fund  balance  at  the  end  of  the  period  equal  to  about  1  year's  disburse- 
ments) .  Although  the  trend  of  beneficiaries  aged  65  and  over  relative 
to  the  w^orking  population  will  undoubtedly  move  in  an  upward  direc- 
tion after  25  years  from  now,  it  seems  impossible  to  predict  what  the 
trend  of  medical  costs  and  what  hospital-utilization  and  medical-prac- 
tice trends  will  be  in  the  distant  future. 

The  assumptions  as  to  the  short-term  trend  of  hospital  costs  for  the 
cost  estimates  presented  here  are  shown  in  table  B. 

Table  B. — Assumptions  as  to  future  rates  of  increase  in  hospital  costs 

Rate  of  increase 


Calendar  year:  (in  percent) 

1969    15.0 

1970    14.0 

1971    13.0 

1972    11.5 

1973    10.0 

1974    8.5 

1975    7.0 

1976    6.0 

1977    5.0 

1978  and  after   4.  o 


(4)  Assumptions  as  to  hospital  utilisation  rates  underlying  cost 
estimates  for  H.R.  17550 
The  hospital  utilization  assumptions  for  the  cost  estimates  in  this 
report  are  founded  on  the  hypothesis  that  current  practices  in  this 
field  will  not  change  even  more  in  the  future  than  past  experience 
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has  indicated.  In  other  words,  no  account  is  taken  of  the  possibility 
that  there  will  be  a  drastic  change  in  philosophy  as  to  the  best  medical 
practices,  so  as,  for  example,  to  utilize  in-hospital  care  to  a  much 
greater  extent  than  is  now  the  case. 

The  hospital  utilization  rates  used  for  the  cost  estimates  for  your 
committee's  bill  are  based  on  the  actual  experience  of  the  program  in 
1968,  with  assumed  increases  of  1  to  2  percent  per  year  for  the  next 
decade. 

(5)  Assumptions  as  to  hospital  per  diem  rates  underlying  cost 
estimates  for  TI.R.  17550 
The  average  daily  hospital  reimbursement  rate  by  the  program  for 
1968  (i.e.  not  including  the  cost-sharing  payments  made  by  the  bene- 
ficiaries) Avas  about  $48.  This  was  projected  for  future  years  in  the 
manner  described  previously. 

{d)  Results  of  cost  estimates 

(1)  Suminary  of  cost  estimate  for  TI.R.  1 7550 
The  level-cost  of  the  benefits  and  administrative  expenses  under 
present  law  is  estimated  at  2.06  percent  of  taxable  payroll  under  the 
assumption  that  the  earnings  base  will  be  changed,  after  1970,  to  keep 
up  to  date  with  the  general  level  of  earnings  (as  the  increase  to  $9,000 
in  1971  in  your  committee's  bill  does).  Such  level-cost  would  be  2.79 
percent  of  taxable  payroll  if  it  w^ere  assumed  that  the  earnings  base 
would  remain  fixed  at  $7,800  over  the  entire  25-year  valuation  period — 
the  assumption  underlying  previous  actuarial  evaluation  of  the 
program. 

Under  the  rismg-earnings-base  assumption,  the  level-equivalent  of 
the  graded  contribution  schedule  under  present  law  is  1.56  percent  of 
taxable  payroll  and  the  level-equivalent  value  of  the  existing  trust 
fund  is  0.02  percent  of  taxable  payroll,  so  that  there  is  a  lack  of  actu- 
arial balance  under  present  law,  using  the  revised  estimates  of  hospital 
cost  trends  and  the  other  revised  cost  factors,  amounting  to  0.48  per- 
cent of  taxable  payroll.  Under  the  assumption  that  the  earnings  base 
remains  level  in  the  future  at  the  $7,800  amount  specified  in  present 
law  (the  assumption  which  has  heretofore  been  made  in  setting  the 
contribution  schedule) ,  the  level-equivalent  of  the  contribution  sched- 
ule is  1.52  percent  of  taxable  payroll,  and  the  level -equivalent  of  the 
existing  trust  fund  is  0.03  percent  of  taxable  payroll,  so  that  then  the 
actuarial  balance  would  be  — 1.24  percent  of  taxable  payroll. 

Under  your  committee's  bill,  there  would  be  additional  financing 
for  the  program,  both  through  the  increase  in  the  earnings  base  to 
$9,000,  elTective  in  1971,  and  through  increasing  the  rates  in  the  con- 
tribution schedule.  Thus,  the  new  contribution  schedule  (which  has  a 
level -equivalent  value  of  1.98  percent  of  taxable  payroll)  would,  under 
the  current  cost  estimate,  adequately  finance  the  program,  Avhose  ac- 
tuarial balance  would  then  be  —0.06  percent  of  taxable  payroll. 

Table  C  traces  through  the  actuarial  balance  of  the  hospital  insur- 
ance system  from  its  situation  under  present  law,  according  to  the 
latest  estimate,  to  that  under  your  committee's  bill,  determined  as  of 
January  1, 1970. 
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TABLE  C— CHANGES  IN  ACTUARIAL  BALANCE  OF  HOSPITAL  INSURANCE  SYSTEM,  EXPRESSED  IN  TERMS  OF 
ESTIMATED  LEVEL-COST  AS  PERCENTAGE  OF  TAXABLE  PAYROLL,  INTERMEDIATE-COST  ESTIMATE,  PRESENT 
LAW  AND  H.R.  17550 

[Percent] 


Level-cost  or  level-equivalent 

Item 

Contributions 

Benefit 
payments  1 

Existing 
trust  fund 

Actuarial 
balance 

Present  law,  level  $7,800  earnings  base  

Present  law,  increasing  earnings  bases  

Committee  bill,  increasing  earnings  base  2  

1.52 
1.56 
1.98 

2. 79 
2. 06 
2.  06 

0. 03 
.02 
.02 

-1.24 
-.48 
-.06 

1  Including  also  the  administrative  expenses. 

^  The  cost  estimate  is  made  under  the  assumption  that  the  maximum  taxable  earnings  base  will  be  kept  up  to  date 
after  1970,  so  that  approximately  the  same  proportion  of  the  total  payroll  in  covered  employment  will  be  taxable  as  was 
the  case  under  the  $7,800  base  in  1968.  This  would  produce  a  base  of  $9,000  in  1971  (as  in  your  committee's  bill)  and, 
under  the  assumptions  made  as  to  future  changes  in  earnings  levels,  $10,200  in  1973  (if  changed  then),  and  similarly 
$10,800  in  1975,  $12,000  in  1977,  etc.,  to  $22,200  in  1993. 

The  cost  for  the  persons  who  are  blanketed-in  for  the  hospit/al  and 
related  benefits  is  met  from  the  general  fund  of  the  Treasury  (with 
the  financial  transactions  involved  passing  through  the  hospital 
insurance  trust  fund).  The  costs  so  involved,  along  with  the  financial 
transactions,  are  not  included  in  the  preceding  cost  analysis,  although 
they  are  shown  in  the  following  discussion  of  the  progress  of  the  hos- 
pital insurance  trust  fund.  A  later  portion  of  this  section,  discusses 
these  costs  for  the  blanketed-in  group. 

(2)  Future  operations  of  hosj^ital  insurance  trust  fund 
Table  D  shows  the  estimated  operation  of  the  hospital  insurance 
trust  fund  under  present  law  (assuming  no  change  in  the  $7,800  earn- 
ings (base),  while  table  E  gives  similar  figures  for  your  committee's 
bill  (under  the  assumption  that  the  $9,000  earnings  base  effective  in 
1971  will  be  kept  up  to  date  with  rising  earnings  levels  in  the  future). 

Under  present  law,  outgo  exceeds  income  for  every  year  after  1969. 
As  a  result,  the  trust  fund  is  shown  as  being  exhausted  in  mid-1972. 
According  to  this  estimate,  under  your  committee's  bill  the  balance 
in  the  trust  fund  would  grow  steadily  in  the  future,  increasing  from 
about  $2.2  billion  at  the  end  of  1970  to  $14.2  billion  5  years  later;  over 
the  long  range,  the  trust  fund  would  build  up  steadily,  reaching  a  peak 
of  $28  billion  in  1985  and  then  decreasing  to  $13.8  billion  in  1994  (at 
which  time  it  represents  somewhat  less  than  6  months'  benefit  outgo). 
The  reason  for  the  decrease  in  the  trust-fund  balance  in  the  last  decade 
of  the  25 -year  valuation  period  and  for  the  fund  at  the  end  of  the 
period  being  less  than  1  year's  outgo  is  that  the  actuarial  balance  of  the 
system  is  a  small  negative  amount.  If  the  experience  were  to  follow 
exactly  the  underlying  assumptions  in  the  cost  estimate,  a  small  amount 
of  additional  financing  would  ultimately  be  necessary. 


92 


TABLE  D— ESTIMATED  PROGRESS  OF  HI  TRUST  FUND  UNDER  PRESENT  FINANCING  PROVISIONS,  INCURRED 

BASIS 

[In  millions] 


Government  Adminis- 
Contribu-   payment  for        Benefit        trative       Interest  Net         Fund  at 


Calendar  year  tionsi    uninsured  2     payments      expenses      on  fund  3        income    end  of  year 


1970   $4,973  $618         $5,820  $140  $139         -$230  $2,183 

1971   5,231  656  6,894  150  101        -1,056  1,127 

1972   5,482  685  8,031  161  8        -2,017  0) 


1  Includes  payments  from  general  fund  for  military  service  wage  credits. 

2 Cost  for  benefit  payments  and  accompanying  administrative  expenses  for  uninsured  persons  for  each  fiscal  year  is 
assumed  to  be  paid  to  the  trust  fund  in  the  middle  of  the  fiscal  year  (i.e.,  at  the  end  of  the  corresponding  calendar  year). 

3  Over  the  long  range,  a  5-percent  rate  is  assumed,  w/ith  a  somewhat  higher  rate  in  the  early  years. 

4  Fund  exhausted  in  1972. 

Note:  Fund  balance  at  beginning  of  1970  is  $2,413  million  on  an  incurred  basis  (as  compared  with  $2,505  million  on 
a  cash  basis). 

TABLE  E.— ESTIMATED  PROGRESS  OF  HI  TRUST  FUND  UNDER  FINANCING  PROVISIONS  OF  COMMITTEE  BILL 
UNDER  BASIS  OF  EARNINGS  BASE  BEING  KEPT  UP  TO  DATE  WITH  INCREASES  IN  EARNINGS.i  INCURRED  BASIS 

[In  millions] 


Government 

payment  Adminis- 
Contribu-  for        Benefit         trative       Interest  Net         Fund  at 


Calendar  year  tions2  uninsured 3     payments      expenses      on  fund*        income    end  of  year 


1970   $4,973  $618  $5,820  $140  $139  -$230  $2,183 

1971   9,252  656  6,894  150  226  3,090  5,273 

1972   9,728  685  8,031  161  389  2,610  7,883 

1973   10,721  701  9,204  172  534  2,580  10,463 

1974   11,224  701  10,383  183  657  2,016  12,479 

1975   11,997  688  11,477  195  753  1,766  14,245 

1980   15,978  490  16,138  260  1,024  1,094  20,371 

1985   20,860  282  21,462  345  1,109  444  22,955 

1990   26,812  116  28,586  457  1,029  -1,086  20,552 

1994   32,249  45  35,500  560  749  -3,017  13,842 


1  Maximum  taxable  earnings  base  would  be  $7,800  in  1970,  $9,000  in  1971-72,  $10,200  in  1973-74,  $10,800  in  1975-76, 
$12,000  in  1977-78,  increasing  ultimately  to  $22,200  in  1993-94.  Combined  employer-employee  contribution  schedule 
would  be  1.2  percent  for  1970,  and  2.0  percent  for  1971  and  after. 

2  Includes  payment  from  general  fund  for  military  service  wage  credits. 

3  Cost  for  benefit  payments  and  accompanying  administrative  expenses  for  uninsured  persons  for  each  fiscal  year  is 
assumed  to  be  paid  to  the  trust  fund  in  the  middle  of  the  fiscal  year  (i.e.,  at  the  end  of  the  corresponding  calendar  year). 

<  Over  the  long  range,  a  5-percent  rate  is  assumed,  with  a  somewhat  higher  rate  in  the  early  years. 

(3)  Cost  estimate  for  hospital  heneflts  for  noninsured  persons 
paid  froin  general  funds 

Hospital  and  related  benefits  are  provided  not  only  for  beneficiaries 
of  the  old-age,  survivors,  and  disability  insurance  system  and  the 
railroad  retirement  system,  but  also  on  a  "free"  basis  for  most  other 
persons  who  were  aged  65  and  over  in  1966  (and  for  many  of  those 
■attaining  this  age  in  the  next  few  years)  who  are  not  insured  under 
either  of  these  two  social  insurance  systems.  The  exceptions  are  non- 
insured  persons  who  are  active  and  retired  Federal  employees  who  are 
eligible  (or  had  the  opportunity  of  being  eligible)  for  similar  protec- 
tion under  the  Federal  Employees  Health  Benefits  Act  of  1959  or  who 
are  short- residence  aliens. 

Under  present  law,  persons  meeting  such  conditions  who  attain  age 
65  before  1968  qualify  for  the  hospital  benefits  regardless  of  whether 
they  have  had  any  covered  employment  in  tlie  past,  w^hile  those  attain- 
ing age  65  after  1967  must  have  some  such  coverage  to  qualify — name- 
ly, 8  quarters  of  coverage  (which  can  be  acquired  at  any  time  after 
1936)  for  each  year  elapsing  after  1966  and  before  the  year  of  attain- 
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ment  of  age  05  (e.g.,  3  quarters  of  coverage  for  attainment  of  age  65  in 
1968,  6  quarters  for  1969,  etc.).  This  transitional  provision  "washes 
out"  under  present  law  for  men  attaining  age  65  in  1975  and  for  women 
attaining  age  65  in  1974,  since  the  fully-insured-status  requirement  for 
monthly  benefits  for  such  categories  is  then  no  greater  than  the  special- 
insured  status  requirement. 

Under  your  committee's  bill,  these  requirements  for  noninsured  men 
would  "wash  out"  at  the  same  time  as  for  women  (due  to  the  "age-62 
computation  point  for  men"  provision  in  your  committee's  bill) . 

The  benefits  for  the  noninsured  group  who  receive  hospital  insurance 
benefits  on  a  "free"  basis  is  to  be  paid  from  the  hospital  insurance 
trust  fund,  but  with  financial  reimbursement  therefor  from  the 
general  fund  of  the  Treasury  on  a  current  basis,  or  with  appropriate 
interest  adjustment.  The  estimated  cost  to  the  general  fund  of  the 
Treasury  for  the  hospital  and  related  benefits  for  this  noninsured 
group  (including  the  applicable  additional  administrative  expenses) 
for  various  future  years  is  shown  in  Table  E.  The  estimated  cost  to  the 
general  fund  of  the  Treasury  for  the  closed  groui^  involved  increases 
slowly  to  a  peak  of  about  $700  million  per  year  in  1973-74  and  then 
decreases  steadily  thereafter.  Offsetting,  in  large  part,  the  decline  in 
the  number  of  eligibles  blanketed-in  are  the  factors,  the  increasing 
hospital  utilization  per  capita  as  the  average  age  of  the  group  rises  and 
the  increasing  hospital  costs  in  future  years. 

The  foregoing  discussion  and  cost  estimates  do  not  include  the  non- 
insured  persons  who,  under  the  provisions  of  your  committee's  bill,  can 
voluntarily  buy  into  the  hospital  program  on  the  basis  of  their  paying 
the  estimated  full  costs  involved. 

C.  ACTUARIAL  COST  ESTIMATES  FOR  THE  SUPPLEMENTAL  MEDICAL 
INSURANCE  SYSTEM 

(a)  Summary  of  actuarial  cost  estimates 

Your  committee's  bill  has  broadened  slightly  the  benefit  protection 
provided  by  the  supplementary  medical  insurance  program.  The  only 
such  changes  that  are  significant  from  a  cost  standpoint  are  the  pro- 
vision of  certain  limited  physical  therapy  services  provided  in  the  office 
of  the  physical  therapist  or  in  the  patient's  home  which  are  not  under 
the  supervision  of  an  institutional  provider  of  services  and  making  the 
deductible  and  coinsurance  provisions  inapplicable  to  the  professional 
component  of  services  performed  by  certain  teaching  physicians  in 
hospitals. 

Your  committee's  bill  also  contains  a  number  of  provisions  which 
are  intended  to  reduce  the  cost  of  the  supplementary  medical  insur- 
ance program.  Among  these  provisions  are  the  establishment  of  limits 
on  prevailing  charge  levels  (using  the  75th  percentile  for  fiscal  year 
1971  and  adjusting  the  levels  thereafter  by  means  of  an  appropriate 
economic  index),  tightening  up  the  reimbursement  provisions  for 
teaching  physicians  who  furnish  inpatient  services,  and  several  provi- 
sions eliminating  payments  to  certain  providers  of  services  who  have 
abused  the  program  and  limiting  the  payments  to  certain  providers 
of  services  who  furnish  services  which  are  determined  to  be  unduly 
expensive. 

No  account  is  taken  in  the  actuarial  cost  estimates  for  the  supple- 
mentary medical  insurance  program  of  the  provisions  of  your  commit- 
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tee's  bill  that  provide  for  medicare  coverage  to  be  obtained  from  health 
maintenance  organizations  or  for  medicare  benefits  to  be  withheld 
(after  1971)  if  benefits  are  payable  to  the  individual  under  the  Fed- 
eral employees  health  benefits  plan,  unless  such  plan  is  coordinated  with 
medicare.  The  reasons  for  not  considering  such  provisions  are  given  in 
the  section  dealing  with  the  actuarial  cost  estimates  for  the  hospital 
insurance  system. 

The  cost  effects  of  these  changes  will  be  recognized  by  the  Secretary 
of  Health,  Education,  and  Welfare  in  his  determination  of  the  stand- 
ard premium  rate  for  fiscal  year  1972,  which  in  accordance  with  the 
provisions  of  present  law  will  be  promulgated  in  December  1970. 

(h)  Fma/ticmg  folicy 

(1)  jSelf-suppo7'ting  nature  of  system 

Coverage  under  supplementary  medical  insurance  can  be  voluntarily 
elected,  on  an  individual  basis,  by  virtually  all  persons  aged  65  and 
over  in  the  United  States.  This  program  is  intended  to  be  completely 
self-supporting  from  the  premiums  of  enrolled  individuals  and  from 
the  equal-matching  contributions  from  the  general  fund  of  the  Treas- 
ury. For  the  initial  period,  July  1966  through  December  1967,  the 
premium  rate  was  established  by  law  at  $8  per  month,  so  that  the  total 
income  of  the  system  per  participant  per  month  was  $6.  Persons  who 
do  not  elect  to  come  into  the  system  at  as  early  a  time  as  possible  gen- 
erally have  to  pay  a  higher  premium  rate.  The  standard  monthly  pre- 
mium rate  is  now  adjusted  'annually  by  promulgation  of  the  Secretary 
of  Health,  Education,  and  Welfare  (using  appropriate  actuarial 
methods),  so  as  to  reflect  the  expected  experience  on  an  incurred-cost 
basis,  including  an  allowance  for  a  margin  for  contingencies.  All  finan- 
cial operations  for  this  program  are  handled  through  a  separate  fund, 
the  supplementary  medical  insurance  trust  fund. 

(2)  Actuarial  soundness  of  system 

The  concept  of  actuarial  soundness  for  the  old-age,  survivors,  and 
disability  insurance  system  and  for  the  hospital  insurance  system  is 
somewhat  different  than  that  for  the  supplementary  medical  insurance 
program.  In  essence,  the  last  system  is  on  a  "current  cost"  financing 
basis,  rather  than  on  a  "long-range  cost"  financing  basis.  The  situa- 
tions are  essentially  different  because  the  financial  support  of  the 
supplementary  medical  insurance  system  comes  from  a  premium  rate 
that  is  subject  to  change  from  time  to  time,  in  accordance  with  the 
experience  actually  developing  and  with  the  experience  anticipated  in 
the  near  future.  The  actuarial  soundness  of  the  supplementary 
medical  insurance  program,  therefore,  depends  only  upon  the  "short- 
term"  premium  rates  being  adequate  to  meet,  on  an  accrual  basis,  the 
benefit  payments  and  administrative  expenses  over  the  period  for 
which  they  are  established  (including  the  accumulation  and  mainte- 
nance of  a  contingency  fund) . 

(c)  Results  of  cost  estimates 

Your  committee's  bill  makes  a  number  of  changes  in  the  provisions 
of  the  supplementary  medical  insurance  program,  of  which  some  ex- 
pand its  scope  whereas  several  limit  the  scope  or  reduce  costs.  The  only 
changes  which  have  a  significant  cost  effect  are :  (1)  the  elimination  of 
the  cost-sharing  for  the  professional  component  of  inpatient  services 
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furnished  by  certain  teaching  phj^sicians,  effective  on  enactment;  (2) 
the  provision  of  benefits  for  certain  additional  physical  therapy  serv- 
ices, effective  January  1,  1971;  and  (3)  the  establishment  of  limits  on 
prevailing  charge  levels,  effective  July  1, 1970. 

No  significant  cost  effect  is  estimated  for  the  higher  reimburse- 
ment basis  for  certain  teaching  physicians,  because  payments  for  some 
of  these  services  will  be  based  on  reasonable  costs  (rather  than  on 
reasonable  charges)  under  your  committee's  bill. 

The  liberalized  physical  therapy  benefits  are  estimated  to  have  a 
cost  of  about  $.03  per  month  per  enrollee,  or  a  total  annual  cost  of 
about  $7  million. 

The  lower  limits  established  for  the  prevailing  charge  levels  are 
estimated  to  reduce  costs  by  about  1  to  2  percent  in  the  first  year  of 
operation,  or  by  about  $20  to  $40  million  in  fiscal  year  1971.  It  is  not 
possible  to  estimate  the  effect  on  in  costs  for  subsequent  years,  be- 
cause the  appropriate  economic  index  has  yet  to  be  prescribed  by  the 
Secretary  of  Health,  Education,  and  Welf  are. 

The  net  effect  of  the  changes  that  would  be  made  by  your  commit- 
tee's bill  for  the  forthcoming  premium  period  beginning  July  1,  1970 
(for  which  a  standard  premium  rate  of  $5.30  per  month  has  been 
promulgated  by  the  Secretary  of  Health,  Education,  and  Welfare), 
is  a  net  reduction  in  benefit  costs  of  about  $17  to  $37  million,  resulting 
from  an  increased  cost  of  $3  million  for  the  additional  physical  therapy 
benefits  (which  are  available  beginning  January  1,  1971)  and  a  de- 
creased cost  of  $20  to  $40  million  due  to  the  lower  limits  on  prevailing- 
charge  levels.  As  a  result,  the  actuarial  status  of  the  program  is 
slightly  improved,  and  the  premium  rate  will  contain  a  somewhat 
larger  margin  for  contingencies. 


V.  SECTION-BY-SECTION  ANALYSIS  OF  THE  BILL 


The  first  section  contains  the  short  title  of  the  bill — the  '^Social 
Security  Amendments  of  1970" — and  the  table  of  contents. 

TITLE  I— PROVISIONS  RELATING  TO  OLD-AGE,  SURVI- 
VORS, AND  DISABILITY  INSURANCE 

SECTION  101.  INCREASE  IN  OLD-AGE,  SURVIVORS,  AND  DISABILITY 
INSURANCE  BENEFITS 

Section  101  of  the  bill  provides  a  benefit  increase  of  5  percent, 
effective  January  1,  1971,  with  new  minimum  and  maximum  benefit 
amounts. 

Primary  insurance  amount;  column  IV  of  the  revised  benefit  table 

Section  101(a)  of  the  bill  amends  section  215(a)  of  the  Social 
Security  Act  to  substitute  a  new  table  for  the  present  benefit  table. 
The  new  table  effectuates  the  benefit  increase  for  people  who  are  on 
the  benefit  rolls  prior  to  January  1971  and  provides  benefit  amounts 
higher  than  those  under  present  law  for  people  who  come  on  the  benefit 
rolls  in  or  after  that  month.  The  new  primary  insurance  amounts, 
shown  in  column  IV  of  the  table,  represent  an  increase  of  5  percent 
over  the  primary  insurance  amounts  provided  in  present  law  for 
average  monthly  earnings  up  to  $650 — the  highest  average  monthly 
earnings  possible  under  present  law .  (The  primary  insurance  amount  is 
the  monthly  benefit  payable  to  a  worker  who  retires  at  or  after  age  65 
or  to  a  disabled  worker  who  had  not  previously  been  entitled  to  a  reduced 
old-age  benefit;  it  is  also  the  amount  on  which  all  other  benefits  are 
based.) 

An  approximation  of  the  benefits  shown  in  the  new  benefit  table 
can  be  arrived  at  by  taking  85.92  percent  of  the  first  $110  of  average 
monthly  earnings,  plus  31.25  percent  of  the  next  $290,  plus  29.20 
percent  of  the  next  $150,  plus  34.32  percent  of  the  next  $100,  plus 
20  percent  of  the  next  $100.  Benefits  in  the  table  in  present  law  ap- 
proximate 81.83  percent  of  the  first  $110  of  average  monthly  earnings, 
plus  29.76  percent  of  the  next  $290,  plus  27.81  percent  of  the  next 
$150,  plus  32.69  percent  of  the  next  $100. 

The  primary  insurance  amounts  provided  by  the  new  table  range 
from  a  minimum  of  $67.20  for  people  whose  average  monthly  earnings 
are  $76  or  less  to  a  maximum  of  $283  for  people  who  have  average 
monthly  earnings  of  $750.  Average  monthly  earnings  as  high  as 
$750  will  become  possible  in  the  future  under  the  $9,000  contribution 
and  benefit  base  which  the  bill  (in  sec.  120)  i)rovides.  The  primary 
insurance  amounts  of  workers  getting  benefits  based  on  present 
law  (i.e.,  workers  who  will  not  have  the  advantage  of  the  increased 
contribution  and  benefit  base)  are  raised  from  $64  to  $67.20  at  the 
minimum  and  from  $250.70  to  $263.30  at  the  maximum  payable  in 
1971. 
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The  total  monthly  amount  of  benefits  payable  to  a  family  on  the 
basis  of  a  single  earnings  record,  shown  in  column  V  of  the  table,  is 
\}/2  times  the  worker's  primary  insurance  amount  up  to  the  last  point 
(average  monthly  earnings  of  $267)  at  which  1}^  times  the  worker's 
primary  insurance  amount  is  greater  than  80  percent  of  the  worker's 
average  monthly  earnings.  Above  that  point,  the  maximum  family 
benefit  is  equal  to  the  sum  of  80  percent  of  the  worker's  average 
monthly  earnings  up  to  $436  (about  58  percent  of  the  maximum  pos- 
sible average  monthly  earnings — $750  under  a  $9,000  contribution 
and  benefit  base)  plus  40  percent  of  the  worker's  average  monthly 
earnings  above  $436.  This  formula  produces,  at  the  maximum  possible 
average  monthly  earnings  of  $750,  a  maximum  family  benefit  of  almost 
two- thirds  of  the  average  monthly  earnings.  Under  the  bill,  the 
maximum  amount  of  monthly  benefits  payable  to  a  family  will  range 
from  $100.80  to  $474.40. 

Maximum  family  benefits  jor  people  already  on  the  rolls 

Section  101(b)  of  the  bill  amends  section  203(a)(2)  of  the  act  to 
assure  an  increase  in  family  benefits  for  families  with  two  or  more 
members  who  are  entitled  to  benefits  for  January  1971  if  at  least  one 
of  them  was  entitled  to  benefits  in  December  1970.  Under  the  bill, 
the  total  of  benefits  payable  to  such  families  may  not  be  reduced  to 
lees  than  the  larger  of  (1)  the  family  maximum  specified  in  column  V 
of  the  new  table  or  (2)  the  sum  of  all  the  benefits  of  family  members 
on  the  benefit  rolls  in  December  1970  computed  under  present  law^, 
increased  by  5  percent,  and  rounded  to  the  next  higher  10  cents  if 
not  already  a  multiple  of  10  cents.  Without  such  a  provision,  some 
families  now  on  the  rolls  could  receive  little  or  no  increase  in  benefits. 

Section  101(b)  of  the  bill  also  contains  a  provision  affecting  the 
amount  of  benefits  for  family  members  getting  benefits  in  January 
1971  on  the  basis  of  two  or  more  earnings  records.  Under  present 
law,  when  children  are  entitled  to  benefits  on  the  earnings  records  of 
more  than  one  worker,  the  total  benefits  payable  to  the  family  are 
not  reduced  to  less  than  the  smaller  of  the  sum  of  the  maximum 
family  benefits  payable  on  all  the  earnings  records  on  which  the 
family  members  could  be  entitled  or  the  highest  family  maximum 
benefit  shown  in  column  V  of  the  benefit  table.  Under  the  bill,  in 
cases  in  which  the  combined-family-maximum  provisions  (sec.  202 (k) 
(2)  (A)  of  the  act)  are  applicable,  these  provisions  are  applied  before 
the  provisions  of  section  203(a)  which  guarantee  every  beneficiary 
a  5-percent  increase — that  is,  the  provisions  of  the  bill  which  guaran- 
tee a  5-percent  increase  to  each  member  of  the  family  (described 
above)  are  applied  last.  When  the  combined-family-maximum 
cases  in  which  the  combined  family  maximum  provisions  (sec.  202  (k) 
(2)  (A)  of  present  law)  are  applicable,  these  provisions  are  applied 
before  the  provisions  of  section  203(a)  which  guarantee  every  bene- 
ficiary a  5-percent  increase — that  is,  the  provisions  of  the  bill  which 
guarantee  a  5-percent  increase  to  each  member  of  the  family  (de- 
scribed above)  are  applied  last.  When  the  combined-family-maximum 
provisions  are  applicable  in  the  effective  month  of  the  benefit  in- 
crease, and  later  cease  to  apply  because  the  benefits  for  the  last 
family  member  entitled  on  more  than  one  earnings  record  are  termi- 
nated, the  benefit  amounts  for  the  remaining  family  members,  who 
are  entitled  on  a  single  earnings  record,  will  be  determined  under 
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section  203(a)(2),  as  amended  by  the  bill,  as  if  they  had  been  getting  ' 
benefits  based  on  only  one  earnings  record  in  January  1971. 

Average  monthly  earnings:  column  III  of  the  revised  benefit  table  | 
Section  101(c)  of  the  bill  amends  section  215(b)(4)  of  the  act  so  i 
that  column  III  of  the  new  benefit  table  will  be  applicable  only  in  the  ] 
case  of  an  average  monthly  earnings  computation  for  a  person  (1)  who 
becomes  entitled  to  old-age  or  disability  insurance  benefits  in  or  after  ! 
January  1971,  or  (2)  who  dies  in  or  after  that  month  without  having  ' 
been  entitled  to  old-age  or  disability  benefits,  or  (3)  Avhose  benefit  is 
recomputed  for  months  beginning  with  or  after  that  month. 

Primary  insurance  amount  under  1969  act;  column  II  of  the  revised  I 

benefit  table  \ 

Section  101(d)  of  the  bill  amends  section  215(c)  of  the  act  to  provide  , 

that  a  person  who  becomes  entitled  to  old-age  or  disability  insurance  ' 

benefits  before  January  1971,  or  who  dies  before  that  month,  will  have  I 
his  primary  insurance  amount  determined  under  the  provisions  of 

present  law  for  purposes  of  column  II  of  the  revised  table.  Since  i 

benefit  amounts  appearing  in  column  II  of  the  revised  table  will  be  \ 
converted  to  the  new  benefit  amounts  in  column  IV  of  that  table, 
the  effect  of  this  provision  is  that  people  already  on  the  rolls  will  have 
their  benefits  converted  to  the  higher  primary  insurance  amount 

appearing  on  the  same  line  in  column  IV  of  the  new  table.  Under  i 

present  law,  column  II  of  the  benefit  table  shows  the  primary  insurance  j 

amounts  in  effect  prior  to  the  Social  Security  Amendments  of  1969,  1 
and  column  IV  of  the  table  shows  the  amounts  to  which  the  primary 

insurance  amounts  in  column  II  were  converted  as  a  result  of  those  i 

amendments.  I 

I 

Effective  date  \ 

Section  101(e)  of  the  bill  provides  that  the  benefit  increases  under  i 

section  101  will  be  effective  for  monthly  benefits  for  and  after  January  ! 

1971  and  for  lump-sum  death  payments  where  death  occurs  in  or  after  j 

that  month.  I 

Special  provision  for  conversion  of  a  disability  insurance  benefit  to  an  j 

old-age  insurance  benefit  ! 

Section  101(f)  of  the  bill  is  a  special  transitional  provision  Avhich  ! 

applies  to  a  person  who  is  entitled  to  a  disability  insurance  benefit  for  i 

December  1970  and  who  becomes  entitled  to  old-age  insurance  benefits  i 

(for  example,  by  reason  of  attainment  of  age  65),  or  dies,  in  January  j 

1971,  to  make  certain  that  his  primary  insurance  amount  is  increased,  i 

The  general  rule,  provided  in  section  215(a)(4)  of  the  act,  that  would  i 

otherwise  apply  in  this  situation  is  that  an  individual  who  was  en-  ■ 

titled  to  a  disability  insurance  benefit  for  the  month  before  the  | 
month  for  which  he  becomes  entitled  to  an  old-age  insurance  benefit 

will  have  as  his  primary  insurance  amount  the  amount  in  column  IV  of  ! 
the  table  that  is  equal  to  the  primary  insurance  amount  on  which  his 
disability  insurance  benefit  is  based.  In  the  above  situation,  the  indi- 
vidual's disability  insurance  benefit,  since  it  was  derived  from  a  pri- 
mary insurance  amount  determined  under  present  law,  does  not  have 

any  direct  connection  with  column  IV  of  the  table  included  in  the  bill,  j 

which  contains  the  new  benefit  amounts;  thus,  the  general  rule  cannot  | 
be  applied  to  him.  Therefore,  section  101(f)  of  the  bill  provides  that  his 
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I    primary  insurance  amount  will  be  the  amount  in  column  IV  of  the 
i    table  on  the  same  line  as  that  on  which,  in  column  II,  appears  his 
present  primary  insurance  amount.  (The  primary  insurance  amount 
be  applied  to  him.  Therefore,  section  101  (f)  of  the  bill  provides  that  his 
disability  insurance  benefit  under  present  law  is  based.) 

SECTION  102.  INCREASE  IN  BENEFITS  FOR  CERTAIN   INDIVIDUALS  AGE 

72  AND  OVER 

Section  102  of  the  bill  increases  the  amount  of  the  special  payments 
made  to  certain  people  age  72  and  older  who  have  never  worked  in 
covered  jobs  or  who  have  had  less  covered  work  than  is  needed  to 
qualify  for  the  regular  retirement  benefits  of  the  program. 

Section  102(a)  of  the  bill  amends  section  227  of  the  Social  Security 
Act  to  increase  from  $46  to  $48.30  the  monthly  amount  payable  to 
transitionally  insured  workers  and  widows  who  qualify  for  special  pay- 
ments under  section  227  on  the  basis  of  3,  4^  or  5  quarters  of  coverage. 
(To  qualify  for  regular  retirement  benefits,  a  worker  has  to  have  a 
minimum  of  6  quarters  of  coverage.)  It  also  raises  from  $23  to  $24.20 
the  amount  payable  to  the  wives  of  men  who  qualify  for  benefits 
under  that  section. 

Section  102(b)  of  the  bill  amends  section  228  of  the  act  to  increase 
from  $46  to  $48.30  the  monthly  amount  payable  to  people  who  qualify 
under  section  228  on  the  basis  of  no  quarters  of  coverage,  or  of  some 
quarters  of  coverage  but  not  enough  to  qualify  for  either  regular 
retirement  benefits  or  payments  to  transitionally  insured  people,  and 
to  increase  from  $23  to  $24.20  the  monthly  amount  payable  to  a  wife 
when  both  husband  and  wife  are  entitled  to  benefits  under  that  section. 

Section  102(c)  of  the  bill  provides  that  these  increases  in  the  amounts 
of  the  special  payments  will  be  effective  with  respect  to  monthly  pay- 
ments for  and  after  January  1971. 

SECTION  103.  INCREASED  WIDOW's  AND  WIDOWER's  INSURANCE 

BENEFITS 

Section  103  of  the  bill  provides  increased  widow's  and  widower's 
benefits  for  those  who  become  entitled  to  such  benefits  after  age  62. 
A  widow  or  widower  who  first  becomes  entitled  to  benefits  at  or  after 
age  65  can  get  a  benefit  equal  to  100  percent  of  the  primary  insur- 
ance amount  of  the  deceased  worker.  A  widow's  benefit  amount  is 
to  be  actuarially  reduced  by  57/120  per  month  for  each  month  for 
which  the  benefit  is  paid  before  age  65,  so  that  the  benefit  is  82.9 
percent  of  the  worker's  primary  insurance  amount  at  age  62  and 
71.5  percent  at  age  60. 

Section  103(a)(1)  of  the  bill  amends  section  202(e)  of  the  Social 
Security  Act  to  change  the  amount  of  an  unreduced  widow's  benefit 
from  82)^  percent  of  the  worker's  primary  insurance  amount  to  100 
percent. 

Section  103(a)(2)  of  the  bill  amends  section  202(c)  of  the  act  to 
provide  that  reduced  wife's  benefits  and  mother's  benefits  will  be 
automatically  converted  to  widow's  benefits  at  age  65  rather  than  at 
age  62  so  that  a  woman  whose  husband  dies  while  she  is  between 
ages  62  and  65  can  choose  whether  to  take  a  reduced  widow's  benefit 
or  wait  until  age  65  and  get  a  full  widow's  benefit.  It  also  provides 
that  a  disabled  widow's  benefit  will  be  automatically  converted  to 
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an  aged  widow's  benefit  at  age  65  rather  than  at  age  62  so  that  a 
woman  who  recovers  from  a  disability  between  ages  62  and  65  can  i 
choose  whether  to  apply  for  reduced  aged  widow's  benefits  or  wait  ^ 
until  age  65.  j 

Section  103(b)(1)  of  the  bill  amends  section  202(f)  of  the  act  to  . 
change  the  amount  of  an  unreduced  widower's  benefit  from  82}^  per-  ' 
cent  of  the  worker's  primary  insurance  amount  to  100  percent.  i 

Section  103(b)(2)  of  the  bill  amends  section  202(f)  of  the  act  to  I 
provide  that  reduced  husband's  benefits  will  be  automatically  con-  ' 
verted  to  widower's  benefits  at  age  65  rather  than  at  age  62  so  that  a  j 
man  whose  wife  dies  while  he  is  between  ages  62  and  65  can  choose  I 
whether  to  take  a  reduced  widower's  benefit  or  wait  until  age  65  and  ! 
get  a  full  widower's  benefit.  ! 

Section  103(b)(3)  amends  section  202(f)  of  the  act  to  provide  that  i 
a  disabled  widower's  benefit  will  be  automatically  converted  to  an  ' 
aged  widower's  benefit  at  age  65  rather  than  at  age  62  so  that  a  man  1 
who  recovers  from  a  disability  betAveen  ages  62  and  65  can  choose  ; 
Avhether  to  apply  for  reduced  aged  widower's  benefits  or  wait  until  i 
age  65. 

Section  103(c)(1)  and  section  103(c)(2)  of  the  bill  amend  section 
203  of  the  act  to  eliminate  the  application  of  the  retirement  test  to  ' 
disabled  widows  and  widowers  until  age  65  when  the  benefit  based  on 
a  disability  is  converted  to  an  aged  widow's  or  widower's  benefit.  i 

Section  103(d)(1)  of  the  bill  amends  section  202(q)(l)  of  the  act  \ 
to  eliminate  for  widows  and  widowers  the  actuarial  reduction  factor  of  l 
^9  of  1  percent  per  month  from  age  60  to  62  and  to  substitute  a  new 
factor  of  ^Yno  of  1  percent  from  age  60  to  65.  This  change  in  the  actuarial  , 
reduction  factor  for  disabled  widows  and  widowers  is  made  in  | 
order  to  provide  benefits  between  age  50  and  60  equal  to  those  provided 
under  present  law.  The  benefit  payable  at  age  50  equals  50  percent  of 
the  deceased  worker's  primary  insurance  amount. 

Section  103(d)(2)  of  the  bill  amends  section  202(q)(7)  of  the  act  to 
revise  (in  the  light  of  the  other  amendments  made  by  section  103) 
the  description  of  the  periods  over  which  old-age,  wife's,  husband's, 
widow's,  and  widower's  benefits  are  actuarially  reduced,  and  to 
provide  for  a  recomputation  of  benefits  at  age  62  and  at  age  65  to 
adjust  the  number  of  months  in  the  period  over  which  benefits  are 
actuarially  reduced.  This  adjustment  is  necessary  to  eliminate  the 
reduction  for  months  when  actuarially  reduced  benefits  were  not  re- 
ceived— for  example,  when  benefits  were  withheld  because  of  earnings 
from  work.  Under  present  law  this  recomputation  is  only  provided  for 
widows  at  age  62  and  widowers  at  age  62  and  for  other  beneficiaries 
at  age  65. 

Section  103(d)(3)  of  the  bill  amends  section  202  (q)  (9)  of  the  act 
to  change  the  definition  of  retirement  age  for  widows  and  widowers 
to  age  65  as  is  now  the  case  for  old-age,  wife's,  and  husband's  insur- 
ance benefits. 

Section  103(e)(1)  of  the  bill  amends  section  202  (m)  of  the  act, 
which  provides  (in  paragraph  (1))  that  the  benefit  of  a  sole  surviving 
beneficiary  will  not  be  less  than  the  minimum  primary  insurance 
amount. 

Paragraph  (2)  of  the  amended  section  202 (m)  deals  specifically 
with  benefits  for  a  sole  surviving  widow  or  widower;  it  provides  that 
such  benefits  when  based  upon  an  application  filed  between  ages  62 
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and  65  will  not  be  less  than  the  minimum  benefit,  and  when  based 
upon  an  application  filed  between  ages  60  and  62  will  not  be  less  than 
the  minimum  benefit  reduced  by  the  amount  by  which  it  w^ould  be 
reduced  if  the  beneficiary  had  attained  age  65  when  he  actually 
attained  or  would  attain  age  62.  The  maximum  reduction  that  would 
apply  to  the  minimum  benefit  in  the  latter  case  would  be  for  24  months. 

Paragraph  (3)  of  the  amended  section  202  (m)  provides  that  in 
determining  the  amount  of  a  disabled  widow's  or  widower's  benefit 
when  paragraph  (2)  applies,  the  amount  of  the  reduction  for  months 
between  ages  50  and  60  will  be  based  on  the  person's  actual  age  rather 
than  the  fictitious  age  used  in  determining  the  reduction  applicable 
under  paragraph  (2).  Thus  the  benefit  for  a  50-year-old  disabled  widow 
will  be  either  a  benefit  equal  to  her  husband's  primary  insurance 
amount  reduced  by  ^Yno  of  1  percent  per  month  for  the  60  months 
between  ages  60  and  65  and  ^%4o  of  1  percent  per  month  for  the  120 
months  between  ages  50  and  60  (as  provided  in  section  202(q)  (l)  of 
the  act  as  amended  by  section  103(d)(1)  of  the  bill)  or  the  minimum 
benefit  reduced  by  ^^20  of  1  percent  per  month  for  the  120  months 
between  ages  50  and  60  based  on  the  person's  actual  age,  whichever  is 
larger. 

Section  103(f)  of  the  bill  directs  the  Secretary  to  redetermine  the 
amount  of  the  widow's  and  widower's  benefits  for  those  entitled  in 
December  1970  as  if  the  amendments  made  by  section  103  had  been 
available  at  the  time  of  their  initial  entitlement;  the  redetermined 
amounts  are  to  be  effective  for  January  1971. 

Section  103(g)  of  the  bill  provides  that  family  members  entitled  on 
the  same  account  as  a  widow  or  widower  whose  benefit  is  increased 
under  the  amendments  made  by  section  103  will  not  have  their  benefits 
decreased  as  a  result  of  the  increase  in  the  widow's  or  widower's 
benefit. 

Section  103(h)  of  the  bill  provides  that  these  amendments  will  be 
effective  for  monthly  benefits  beginning  with  January  1971. 

SECTION  104.  AGE-62  COMPUTATION  POINT  FOR  MEN 

Section  104  of  the  bill  provides  for  determining  the  number  of  years 
to  be  used  in  figuring  a  man's  insured  status  and  the  average  monthly 
earnings  on  which  his  benefits  are  based  by  taking  into  account  only 
the  period  up  to  age  62,  as  is  the  case  for  women,  rather  than  up  to  age 
65  as  under  present  law. 

Section  104(a)  of  the  bill  amends  section  214(a)(1)  of  the  Social 
Security  Act  to  provide  that  benefit  eligibility  of  a  male  worker  will  be 
based  on  the  number  of  years  up  to  the  year  in  which  he  attains  age 
62,  rather  than  up  to  the  year  in  which  he  attains  age  65  as  under 
present  law. 

Section  104(b)  of  the  bill  amends  section  215(b)(3)  of  the  act  to 
provide  that,  in  determining  the  number  of  years  to  be  used  in  figuring 
the  average  monthly  earnings  of  a  male  worker,  there  will  be  taken 
into  account  only  years  up  to  the  year  in  which  he  attains  age  62 
rather  than  up  to  the  year  in  which  he  attains  age  65  as  under  present 
law. 

Section  104(c)  of  the  bill  provides  that  the  primary  insurance 
amount  of  an  insured  individual  who,  prior  to  January  1971,  becomes 
entitled  to  an  old-age  insurance  benefit,  becomes  entitled  to  a  disability 
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insurance  benefit  after  the  year  in  which  he  attains  age  62,  or  dies  in  a 
year  after  the  year  in  which  he  attains  age  62  will  be  recomputed  using 
earnings  only  up  to  age  62  rather  than  up  to  age  65. 

Section  104(d)  of  the  bill  amends  section  223(a)(2)  of  the  act  to 
provide  that  the  disability  insurance  benefit  of  a  male  worker  will  be 
computed  as  though  he  attained  age  62  in  the  first  month  of  his  waiting 
period  or,  when  the  waiting  period  is  waived,  the  first  month  of  his 
entitlement  to  disability  benefits.  Elapsed  years  for  the  disability 
benefit  computation  will  not  include  the  year  he  attains  age  62  or  any 
year  thereafter. 

Section  104(e)  of  the  bill  amends  section  223(c)(1)(A)  of  the  act  to 
make  the  reference  to  a  fully  insured  individual  therein  applicable 
to  any  individual  who  had  attained  age  62  with  no  distinction  be- 
tween a  man  and  a  woman. 

Sections  104(f)  and  (g)  of  the  bill  amend  sections  227(a)(1)  and 
227(b)  of  the  act  to  make  conforming  changes  in  the  transitional 
insured  status  provisions. 

Section  104(h)  of  the  bill  amends  sections  209(i),  213(a)(2)  and 
216(i)(3)(A)  of  the  act  to  make  certain  references  therein  applicable 
to  an  individual  who  attains  age  62  with  no  distinction  between  a 
man  and  a  woman. 

Section  104(h)  of  the  bill  amends  sections  209  (i),  213(a)(2),  and 
303(g)(1)  of  the  Social  Security  Amendments  of  1960  to  provide  that 
the  primary  insurance  amount  of  an  individual  age  62  before  1961  can 
continue  to  be  computed  under  the  provisions  of  the  act  before  the 
amendments  of  1960. 

Section  104(j)  of  the  bill  amends  section  3121(a)  of  the  Internal 
Revenue  Code  of  1954  to  provide  that  wages  for  social  security  tax 
purposes  will  not  include  any  payment  (other  than  sick  or  vacation 
pay)  made  to  an  employee  after  the  month  in  which  he  attains  age  62 
with  no  distinction  between  a  man  and  a  woman,  if  the  employee  did 
not  work  for  the  employer  in  the  period  for  which  the  payment  is  made. 

Section  104  (k)  of  the  bill  (a  saving  clause)  provides  that,  if  the 
monthly  benefits  of  indi^^ duals  entitled  under  section  202  or  223  of 
the  act  are  redetermined  in  accordance  with  section  104  of  the  bill, 
the  total  benefits  for  the  family  will  not  be  less  than  the  amount  to 
which  they  were  entitled  in  January  1971  plus  the  amount  of  the  in- 
crease in  the  insured  individual's  primary  insurance  amount. 

Section  104(1)  of  the  bill  provides  that  these  amendments  will  be 
effective  for  monthly  benefits  beginning  Avith  January  1971  and  for 
lump-sum  death  payments  in  the  case  of  insured  individuals  who  die 
after  December  1970. 

SECTION  105.  ELECTION  TO  RECEIVE  ACTUARIALLY  REDUCED  BENEFITS 
IN  ONE  CATEGORY  NOT  TO  BE  APPLICABLE  TO  CERTAIN  BENEFITS  IN 
OTHER  CATEGORIES 

Section  105  of  the  bill  eliminates  the  provision  in  present  law  under 
which  a  person  who  is  eligible  for  both  (1)  an  old-age  insurance  benefit 
and  (2)  a  wife's  or  husband's  insurance  benefit  and  who  files  for  either 
before  age  65  is  deemed  to  have  filed  for  both.  It  also  eliminates  the 
provision  in  present  law  under  which  a  person  who  gets  a  reduced 
benefit  in  one  benefit  category  has  any  subsequent  benefit  he  gets 
reduced  to  take  account  of  the  fact  that  he  got  the  first  benefit  early. 
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Section  105(a)(1)  of  the  bill  amends  section  202(q)(3)(A)  of  the 
Social  Security  Act  to  provide  that  the  methods  of  figuring  a  reduction 
under  section  202  (q)  (3)  (B)  (providing  for  reduced  wife's  or  husband's 
benefits  to  take  account  of  the  receipt  of  an  actuarially  reduced  old- 
age  insurance  benefit)  or  a  reduction  under  section  202  (q)  (3)  (C) 
(providing  for  reduced  wife's,  husband's,  widow's,  or  widower's 
benefits  to  take  account  of  the  receipt  of  a  reduced  disability  benefit) 
will  only  apply  if  they  provide  a  higher  benefit  than  would  be  payable 
if  the  receipt  of  the  reduced  old-age  insurance  benefit  in  section 
202  (q)  (3)  (B)  or  of  the  disability  insurance  benefit  in  section  202  (q)  (3) 
(C)  were  ignored.  Present  law  will  continue  to  be  applied  in  cases  where 
it  would  produce  a  higher  benefit. 

Section  105(a)(2)  of  the  bill  amends  section  202  (q)  (3)  of  the  act  by 
striking  out  subparagraph  (E)  (providing  for  the  reduction  of  an  old- 
age  insurance  benefit  to  take  account  of  the  prior  receipt  of  a  reduced 
widow's  or  widower's  benefit),  subparagraph  (F)  (providing  for  the 
reduction  in  a  disability  benefit  beginning  with  or  after  age  62  to  take 
account  of  the  receipt  of  a  reduced  widow's  or  widower's  benefit),  and 
subparagraph  (G)  (providing  for  a  similar  reduction  in  a  disability 
benefit  received  before  age  62) .  The  effect  of  these  changes  is  to  elimi- 
nate the  reduction  in  an  old-age  insurance  benefit  or  a  disability  insur- 
ance benefit  which  would  be  made  under  present  law  to  take  account 
of  receipt  of  reduced  widow's  or  widower's  benefits. 

Section  105(b)  of  the  bill  repeals  section  202  (r)  of  the  act,  which 
provides  that  a  person  who  is  eligible  in  a  given  month  for  a  benefit  as  a 
retired  worker  and  as  a  spouse  is  deemed  to  have  filed  for  both  if  he 
files  for  either. 

Section  105(c)(1)(A)  of  the  bill  provides  that  (subject  to  the  sub- 
sequent provisions  of  section  105)  the  amendments  made  by  section 
105(a)  will  be  effective  with  respect  to  benefits  for  and  after  the  sixth 
month  after  the  month  of  enactment. 

Section  105(c)(1)(B)  of  the  bill  provides  that,  in  the  case  of  a 
person  who  was  on  the  rolls  before  the  sixth  month  after  the  month 
of  enactment,  the  amendments  made  by  section  105(a)  will  be  effective 
only  if  the  person  files  a  written  request,  which  must  take  the  form 
of  a  request  for  a  redetermination  of  his  benefit  amount  under  section 
105(c)(2)  in  the  case  of  a  person  who  is  simultaneously  entitled  to 
two  actuarially  reduced  benefits  and  who  was  deemed  (or,  except 
for  the  fact  that  an  application  was  filed,  would  have  been  deemed) 
under  section  202  (r)  of  the  act  to  have  filed  an  application  for  the 
second  such  benefit;  in  the  latter  case  the  redetermination  will  apply 
unless  the  person  who  filed  the  request  refuses  to  accept  it.  If  the 
request  is  filed  before  the  end  of  the  sixth  month  after  the  month  of 
enactment,  the  redetermination  will  be  effective  with  respect  to 
benefits  for  months  beginning  with  such  sixth  month;  if  the  request 
is  not  filed  before  the  end  of  the  sixth  month  after  the  month  of 
enactment  the  redetermination  will  be  effective  with  respect  to  bene- 
fits for  and  after  the  second  month  following  the  month  in  which 
the  request  is  filed. 

Section  105(c)(1)(C)  of  the  bill  provides  that  section  105(b) 
(eliminating  the  deemed  filing  provisions)  will  be  effective  on  the 
basis  of  applications  filed  on  or  after  the  date  of  enactment  of  the  bill. 

Section  105(c)  (2)  (A)  of  the  bill  provides  that  where  a  person  entitled 
to  reduced  benefits  in  the  fifth  month  following  the  month  of  enact- 
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ment  was  deemed  (or,  except  for  the  fact  that  an  apphcation  was  filed, 
would  have  been  deemed)  to  have  filed  an  application  for  benefits  in 
another  category,  and  files  a  written  request  for  a  redetermination, 
the  Secretary  will  redetermine  both  benefits  as  though  there  had  been 
no  deemed  filing  requirement  at  the  time  the  person  applied  for 
benefits. 

Section  105(c)(2)(B)  of  the  bill  provides  the  method  for  redeter- 
mining benefits  in  cases  where  the  person  was  deemed  (or,  except  for 
the  fact  that  he  filed  an  application,  would  have  been  deemed)  to 
have  filed  for  one  of  the  benefits.  The  smaller  benefit  is  assumed  to 
have  been  taken  in  the  first  month  of  the  simultaneous  entitlement. 
The  larger  benefit  is  assumed  to  have  been  taken  in  the  month  in  which 
the  redetermination  is  effective  (or  at  age  65,  if  earlier).  The  amount 
of  total  benefits  actually  received  prior  to  the  effective  month  of  the 
redetermination  will  be  measured  against  the  amount  of  total  benefits 
which  would  have  been  received  if  the  amendments  had  always 
been  in  effect.  The  excess  of  the  former  (if  any)  over  the  latter  will 
be  recovered  to  the  extent  and  in  the  manner  provided  in  section 
105(c)(2)(C)  and  (E),  discussed  below. 

Section  105(c)(2)(C)  of  the  bill  provides  that  an  individual  who 
requests  a  redetermination  will  be  notified  by  the  Secretary  of  the 
amount  of  the  benefits  as  redetermined,  the  amount  of  the  excess  to 
be  recovered,  and  the  extent  of  the  period  over  which  recovery  will 
be  made.  The  individual  will  have  30  days  after  notification  is  mailed 
to  reject  the  redetermination. 

Section  105(c)(2)(D)  of  the  bill  provides  that  if  the  request  for  a 
redetermination  is  filed  before  the  end  of  the  sixth  month  following  the 
month  of  enactment  and  the  redetermination  is  not  refused,  it  will  be 
effective  with  respect  to  benefits  for  and  after  the  sixth  month  after 
the  month  of  enactment.  If  the  request  is  filed  after  the  sixth  month 
after  the  month  of  enactment  and  the  redetermination  is  not  refused, 
it  will  be  effective  with  respect  to  benefits  for  and  after  the  second 
month  after  the  month  in  w^hich  the  redetermination  is  requested. 

Section  105(c)(2)(E)  of  the  bill  provides  that  the  Secretary  will 
recover  any  excess  in  benefits  paid  to  a  person  to  which  a  redeter- 
mination applies  only  by  withholding  the  amount  of  the  monthly 
increase  in  such  person's  benefits  resulting  from  the  amendment, 
made  by  section  105  (a)  and  (b) ;  the  person  can  receive  no  less  in 
total  monthly  benefits  after  the  redetermination  than  he  was  receiving 
before  the  redetermination  was  effective.  (If  the  beneficiary  dies 
recovery  w^ill  be  considered  complete,  and  no  recovery  will  be  made 
from  any  benefit  that  is  not  increased  as  a  result  of  this  section  or 
these  amendments). 

Section  105(d)  of  the  bill  (a  saving  clause)  prevents  any  reduction 
in  benefits  for  other  members  of  a  family  when  benefits  are  increased 
under  this  section  for  someone  getting  benefits  on  the  same  earnings 
record. 

SECTION    106.   LIBERALIZATION  OF  EARNINGS  TEST 

Section  106(a)  of  the  bill  amends  paragraphs  (1),  (3),  and  (4)(B)  of 
section  203(f)  of  the  Social  Security  Act  to  increase  the  amount  of 
earnings  a  beneficiary  may  have  in  a  year  and  still  be  paid  full  benefits 
for  the  year.  It  also  makes  a  conforming  amendment  in  paragraph 
(1)(A)  of  section  203(h)  of  the  act,  which  requires  beneficiaries  to 
report  if  their  earnings  exceed  the  permissible  amount  in  a  year. 
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Paragraph  (1)  of  the  amended  section  203(f)  provides  that,  for 
purposes  of  the  retirement  test  (the  provision  in  the  law  under  which 
some  or  all  benefits  are  withheld  when  a  beneficiary  under  age  72  has 
exceeded  a  specified  amount  of  earnings),  any  earnings  of  a  beneficiary 
in  excess  of  the  amount  he  may  earn  and  still  get  full  benefits  for  the 
year  (the  annual  exempt  amount)  will  not  be  charged  to  any  month 
in  which  he  did  not  engage  in  self -employment  and  render  services  for 
wages  of  more  than  $166.66^3  (instead  of  $140  as  in  present  law).  The 
effect  of  this  change  is  that  regardless  of  a  beneficiary's  total  earnings  in 
a  year  his  benefits  may  not  be  withheld  for  any  month  in  which  he  did 
not  have  wages  of  more  than  $166.66^3  (and  did  not  engage  in  self- 
employment)  . 

Paragraph  (3)  of  the  amended  section  203(f)  provides  that  a  person's 
^'excess  earnings"  for  any  taxable  year  will  be  his  earnings  in  excess 
of  $166.66^^  (instead  of  $140  as  in  present  law)  times  the  number  of 
months  in  his  taxable  year.  The  effect  of  this  change  is  that  a  bene- 
ficiary will  get  benefit  each  month  of  a  year  if  his  earnings  for  the  year 
do  not  exceed  $2,000  (instead  of  $1,680  as  under  present  law),  and 
that  the  provision  under  which  benefits  are  reduced  by  $1  for  each  $2 
of  the  first  $1,200  of  excess  earnings  will  apply  to  earnings  between 
$2,000  and  $3,200  (instead  of  between  $1,680  and  $2,880). 

Paragraph  (4)(B)  of  the  amended  section  203(f)  provides  that  in 
determining  whether  a  beneficiary  earned  more  in  a  month  than 
$166.66^3  (instead  of  $140  as  under  present  law)  for  purposes  of 
applying  the  monthly  exemption  under  paragraph  (1)  of  such  section, 
he  will  be  presumed  to  have  earned  more  than  that  amount  until 
it  is  shown  to  the  satisfaction  of  the  Secretary  that  he  did  not  do  so. 

Paragraph  (1)(A)  of  the  amended  section  203(h)  requires  a  bene- 
ficiary to  report  his  earnings  to  the  Secretary  of  Health,  Education, 
and  Welfare  whenever  he  has  excess  earnings  as  defined  in  the  amended 
section  203(f). 

Section  106(b)  of  the  bill  provides  that  these  amendments  will  be 
effective  for  taxable  years  ending  after  December  1970. 

SECTION  107.   EXCLUSION   OF  CERTAIN  EARNINGS  IN  YEAR  OF 
ATTAINING  AGE  72 

Section  107(a)  of  the  bill  amends  section  203(f)(3)  of  the  Social 
Security  Act  by  adding  a  new  clause  (B)  which  provides  that,  in  the 
year  in  which  an  individual  attains  age  72,  earnings  in  and  after  the 
month  in  which  he  attains  age  72  will  not  be  counted  in  determining 
his  excess  earnings  for  such  year. 

Section  107(b)  provides  that  this  change  will  be  effective  for  taxable 
years  ending  after  December  1970. 

SECTION  108.  REDUCED  BENEFITS  FOR  WIDOWERS  AT  AGE  60 

Section  108  of  the  bill  provides  for  actuarially  reduced  benefits  for 
nondisabled  widowers  as  early  as  age  60,  as  is  now  the  case  for  widows. 
The  benefit  amount  is  to  be  reduced  by  57/120  of  1  percent  per  month 
for  each  month  the  benefit  is  taken  before  age  65.  (See  section  103  of 
the  bill  explaining  benefit  amounts  from  age  62  to  65  as  provided  by 
the  bill.)  The  benefit  amount  at  age  65  will  equal  100  percent  of  the 


44-345  O— 70  8 


106 


worker's  primary  insurance  amount;  at  age  62  it  will  equal  82.9  percent 
and  at  age  60  it  will  equal  71.5  percent. 

Section  108(a)  of  the  bill  amends  section  202(f)  of  the  Social  Secu- 
rity Act  to  provide  for  widowers'  benefits  for  nondisabled  widowers 
at  age  60  as  is  now  the  case  for  widows. 

Section  108(b)(1)  and  section  108(b)(2)  of  the  bill  amend  section 
203  (c)  of  the  act  to  provide  that  the  retirement  test  is  inapplicable  to 
widowers  between  age  60  and  65  only  if  they  became  entitled  to  benefits 
before  age  60  (i.e.,  on  the  basis  of  a  disability)  rather  than  before  age 
62  as  under  present  law.  This  makes  the  application  of  the  retirement 
test  to  widowers  consistent  with  its  application  to  widows. 

Section  108(b)(3)  of  the  bill  amends  section  222(b)(1)  of  the  act  to 
provide  for  deductions  from  widowers'  benefits  for  refusal  to  accept 
rehabilitation  services  when  the  widower  has  not  attained  age  60, 
rather  than  if  he  has  not  attained  age  62  as  under  present  law,  re- 
flecting the  fact  that  under  these  amendments  nondisabled  widowers' 
benefits  will  be  available  as  early  as  age  60. 

Section  108(b)(4)  of  the  bill  amends  section  222(d)(1)(D)  of  the  act 
to  provide  for  funding  of  rehabilitation  services  for  widowers  entitled 
before  age  60,  rather  than  age  62  as  under  present  law,  reflecting  the 
the  fact  that  under  these  amendments  nondisabled  widowers'  benefits 
will  be  available  as  early  as  age  60. 

Section  108(b)  (5)  of  the  bill  amends  section  225  of  the  act  to  provide 
for  the  suspension  of  widowers'  benefits  before  age  60,  rather  than 
before  age  62  as  under  present  law,  where  the  Secretary  of  Health, 
Education,  and  Welfare  has  information  indicating  that  the  widower 
has  ceased  to  be  under  a  disability,  reflecting  the  availability  of  non- 
disabled  widowers'  benefits  as  early  as  age  60. 

Section  108(c)  of  the  bill  provides  that  these  amendments  will  be 
effective  for  monthly  benefits  payable  for  months  beginning  with 
January  1971. 

ENTITLEMENT  TO  CHILd's  INSURANCE  BENEFITS  BASED  ON  DISABILITY 
WHICH  BEGAN  BETWEEN  18  AND  22 

Section  109  of  the  bill  provides  child's  insurance  benefits  to  an  other- 
wise qualified  adult  son  or  daughter  if  his  disability  has  been  contin- 
uous since  before  age  22  (rather  than  only  if  it  was  continuous  since 
before  age  18  as  under  present  law). 

Section  109(a)  of  the  bill  amends  clause  (ii)  of  section  202(d)(1)(B) 
of  the  Social  Security  Act  to  permit  the  payment  of  child's  insurance 
benefits  to  an  individual  under  a  disability  which  began  before  he 
attained  age  22  (rather  than  age  18). 

Section  109(b)  of  the  bill  amends  subparagraphs  (F)  and  (G)  of 
section  202(d)(1)  of  the  act  to  provide  that  entitlement  to  child's 
insurance  benefits  will  end,  for  a  child  who  is  over  age  18  and  dis- 
abled, with  the  second  month  following  the  month  in  which  he  ceases 
to  be  under  a  disability  unless  he  is  entitled  as  a  full-time  student  under 
age  22. 

Section  109(c)  of  the  bill  further  amends  section  202(d)(1)  of  the 
act  by  adding  at  the  end  a  new  sentence  which  i)rovides  that  child's 
insurance  benefits  will  not  be  payable  to  an  individual  in  any  month 
in  which  the  individual  engages  in  substantial  gainful  activity  if  his 
continuing  entitlement  to  such  benefits  is  solely  by  reason  of  disability 
as  defined  in  section  223(d)(1)(B)  of  the  act. 
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Section  109(d)  of  the  bill  amends  subsection  202(d)(6)  of  the  act 
to  provide  that  (1)  a  child  whose  benefits  are  terminated  at  or  after 
age  18  can  be  re-entitled  to  child's  benefits  if  he  is  disabled  (as  defined 
in  section  223(d)  of  the  act)  before  age  22,  and  (2)  such  re-entitlement 
will  end  with  the  month  preceding  the  month  in  which  the  child  dies, 
marries,  or  (in  certain  cases)  is  adopted,  or  with  the  second  month 
following  the  month  disability  ceases  unless  the  child  is  entitled  as  a 
full-time  student  and  has  not  attained  age  22. 

Section  109(e)  of  the  bill, makes  two  changes  in  section  202(s)  of 
the  act.  Section  109(e)(1)  amends  paragraph  (1)  of  section  202(s)  to 
exclude  persons  entitled  to  child's  insurance  benefits  by  reason  of 
becoming  disabled  after  attaining  age  18  but  before  age  22  from  the 
category  of  children  aged  18-21  whose  mothers  are  ineligible  for 
benefits  on  the  basis  of  having  entitled  children  aged  18-21  in  their 
care.  Section  109(e)(2)  amends  paragraph  (2)  of  section  202 (s)  to 
extend  to  persons  entitled  to  child's  insurance  benefits  by  reason  of 
becoming  disabled  after  attaining  age  18  but  before  age  22  the  provi- 
sions that  permit  a  childhood  disability  beneficiary  to  continue  to  get 
benefits  when  he  marries  another  beneficiary,  and  which  permit  such 
other  beneficiary  to  continue  to  get  benefits  when  he  marries  such 
childhood  disability  beneficiary.  Section  109(e)(2)  also  amends  para- 
graph (3)  of  section  202  (s)  to  extend  to  the  child  entitled  on  the  basis 
of  a  disability  that  began  after  age  18  but  before  age  22  (1)  the  exemp- 
tion from  the  dependency  requirements  in  present  law  for  husband's 
and  widower's  benefits,  (2)  the  provisions  of  existing  law  for  terminat- 
ing, in  the  case  of  a  male  childhood  disability  beneficiary,  benefits 
payable  to  his  spouse  if  his  benefits  as  a  disabled  child  terminate 
because  he  is  no  longer  disabled,  (3)  the  provisions  of  present  law 
that  exempt  a  disabled  child  from  having  his  benefits  withheld  on 
account  of  work,  and  (4)  the  provisions  of  present  law  under  which  a 
disabled  child  can,  upon  marriage,  become  eligible  as  a  wife,  widow, 
husband,  or  widower  beneficiary. 

Section  109(f)  of  the  bill  (a  saving  clause)  protects  beneficiaries 
on  the  old-age,  survivors,  and  disability  insurance  benefit  rolls  in 
December  1970  in  certain  cases  where  an  individual  is  made  eligible 
for  benefits  by  this  section  of  the  bill.  If  an  individual  who  is  made 
eligible  by  this  section  becomes  entitled  to  benefits  for  January  1971, 
then  each  member  of  the  family  who  was  entitled  to  benefits  for 
December  1970  will  get  an  amount  no  less  than  he  would  have  gotten 
if  the  newly  eligible  person  had  not  become  entitled  to  benefits,  in 
spite  of  the  provisions  of  section  203(a)  (relating  to  the  limit  on  the 
total  amount  of  benefits  payable  to  a  family) .  The  benefit  amount  of 
the  newly  entitled  person  would  be  determined  without  regard  to 
the  saving  clause. 

Section  109(g)  of  the  bill  provides  that  these  amendments  will 
apply  with  respect  to  monthly  benefits  for  months  after  December 
1970,  except  that  in  the  case  of  an  individual  who  is  not  entitled  to 
benefits  under  section  202  of  the  act  for  December  1970  they  will 
apply  only  on  the  basis  of  an  application  filed  after  September  30,  1970. 

SECTION  110.   ELIMINATION  OF  SUPPORT  REQUIREMENT  AS  CONDITION 
OF  BENEFITS  FOR  DIVORCED  AND  SURVIVING  DIVORCED  MOTHERS 

Section  110(a)  of  the  bill  amends  section  202(b)(1)  of  the  Social 
Security  Act  by  removing  the  requirement  that  to  get  wife's  benefits 


108 


an  otherwise  qualified  divorced  wife  must  have  been  receiving  one-half 
of  her  support  from  her  former  husband  or  receiving  substantial  con- 
tributions from  him  ]:)ursuant  to  a  written  agreement  unless  there  is  a 
court  order  in  effect  for  substantial  contributions  to  her  support  from 
him. 

Section  110(b)(1)  of  the  bill  amends  section  202(e)(1)  of  the  act 
by  removing  the  requirement  that  to  get  widow's  insurance  benefits 
an  otherwise  qualified  surviving  divorced  wife  must  have  been  receiv- 
ing one-half  of  her  support  from  her  former  husband  or  receiving 
substantial  contributions  from  him  pursuant  to  a  written  agreement 
unless  there  is  a  court  order  in  effect  for  substantial  contributions 
to  her  support  from  him. 

Section  110(b)(2)  of  the  bill  makes  a  conforming  change  in  section 
202(e)(6)  of  the  act. 

Section  110(c)  of  the  bill  amends  section  202(g)(1)  of  the  act 
remo^dng  the  requirement  in  subparagraph  (F)  that  to  get  mother's 
insurance  benefits  an  otherwise  qualified  surviving  divorced  mother 
must  have  been  receiving  one-half  of  her  support  from  her  former 
husband  or  receiving  substantial  contributions  from  liim  pursuant  to 
a  written  agreement  unless  there  is  a  court  order  in  effect  for  substan- 
tial contributions  to  her  support  from  him. 

Section  110(d)  of  the  bill  makes  these  amendments  effective  for  and 
after  January  1971  on  the  basis  of  applications  filed  on  and  after  the 
date  of  enactment  of  the  bill. 

ELIMINATION  OF  DISABILITY  INSURED-STATUS  REQUIREMENT  OF  SUB- 
STANTIAL RECENT  COVERED  WORK  IN  CASES  OF  INDIVIDUALS  WHO 
ARE  BLIND 

Section  111  of  the  bill  provides  that  a  blmd  individual  can  be  insured 
for  disability  insurance  benefits  and  establish  a  period  of  disability 
(disability  freeze)  without  meeting  a  requirement  of  substantial  recent 
covered  work.  Under  present  law,  to  meet  this  requirement  a  disabled 
Avorker  (including  a  blind  worker)  generally  needs  20  quarters  of 
coverage  during  the  period  of  40  calendar  quarters  ending  with  the 
quarter  in  which  he  became  disabled.  (An  alternative  pro^dsion  takes 
into  account  that  workers  who  are  disabled  while  young  may  have 
been  in  the  work  force  for  a  relatively  short  time.) 

Section  111(a)  of  the  bill  amends  section  216(i)(3)  of  the  Social 
Security  Act  b}^  excepting  an  individual  whose  disability  is  blindness 
(as  defined  in  section  216(i)(l)  of  the  act)  from  the  requirement  of 
substantial  recent  covered  work  for  purposes  of  qualifying  for  a  period 
of  disability. 

Section  111(b)  of  the  bill  amends  section  223(c)(1)  of  the  act  by 
excepting  an  individual  whose  disability  is  blindness  from  the  require- 
ment of  substantial  recent  covered  work  for  purposes  of  qualifymg  for 
disability  insurance  benefits. 

Section  111(c)  of  the  bill  provides  that  these  amendments  will  be 
effective  with  respect  to  applications  for  disability  insurance  benefits, 
and  for  disability  determinations  for  purposes  of  establishing  a  period 
of  disability,  that  are  filed  in  or  after  the  month  of  enactment,  or 
before  such  month  if  the  applicant  has  not  died  before  such  month 
and  if  either  (1)  notice  of  the  final  decision  of  the  Secretary  has  not 
been  given  to  the  applicant  before  such  month,  or  (2)  such  notice 
has  been  given  before  such  month  but  a  civil  action  thereon  is  com- 
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menced  (whether  before,  in,  or  after  such  month)  under  section 
205(g)  of  the  Social  Security  Act  and  the  decision  in  such  civil  action 
has  not  become  final  before  such  month;  except  that  no  monthly 
benefits  would  be  payable  or  increased  by  reason  of  these  amendments 
for  months  before  January  1971. 

SECTION  112.  WAGE  CREDITS  FOR  MEMBERS  OF  THE  UNIFORMED 

SERVICES 

Section  112(a)  of  the  bill  amends  section  229(a)  of  the  Social  Security 
Act  to  provide  noncontributory  wage  credits  for  service  in  the  uni- 
formed services  of  the  United  States  after  1956  and  before  1968.  (The 
noncontributory  wage  credits  are  in  addition  to  credits  for  the  service- 
man's covered  wages,  i.e.,  his  basic  service  pay.)  The  amount  of  the 
noncontributory  wage  credits  will  be  determined  in  the  same  way  as 
noncontributory  wage  credits  for  years  after  1967  are  determined 
under  present  law.  Ordinarily,  this  amount  is  $300  for  each  calendar 
quarter  in  which  the  serviceman  received  covered  wages  on  a  contribu- 
tory basis  for  his  service,  but  it  is  limited  to  $100  for  any  calendar 
quarter  in  which  his  service  pay  was  $100  or  less,  and  $200  for  any 
calendar  quarter  in  which  his  service  pay  was  more  than  $100  but  not 
more  than  $200.  (As  under  present  law,  additional  benefits  paid  as  a 
result  of  these  additional  credits  will  be  financed  from  general  revenues.) 

Section  112(b)  of  the  bill  provides  that  the  amendments  made  by 
section  112(a)  will  apply  with  respect  to  monthly  benefits  payable 
under  title  II  of  the  act  for  months  after  December  1970  and  to 
lump-sum  death  payments  in  the  case  of  deaths  after  December 
1970.  Any  person  on  the  benefit  rolls  in  December  1970  whose  monthly 
benefits  can  be  increased  as  a  result  of  the  noncontributory  wage 
credits  provided  under  section  112(a)  can  have  his  benefits  increased 
if  he  or  any  other  person  entitled  to  monthly  benefits  on  the  same 
earnings  record  files  an  application  for  a  recomputation  of  benefits. 
The  recomputed  benefit  amount  will  be  effective  for  months  beginning 
with  January  1971,  or,  if  later,  the  twelfth  month  before  the  month 
in  which  the  application  for  a  recomputation  of  benefits  is  filed. 
Recomputation  of  benefits  to  take  into  account  the  wage  credits 
provided  under  section  112(a)  will  be  made  notwithstanding  the 
limitations  on  recomputations  contained  in  section  215(f)(1)  of  the 
act  (in  general,  benefits  cannot  be  recomputed  unless  there  Avere 
earnings  after  1965),  and  no  such  recomputation  will  be  regarded  as  a 
recomputation  for  purposes  of  section  215(f). 

APPLICATIONS  FOR  DISABILITY  INSURANCE  BENEFITS  FILED  AFTER 
DEATH  OF  INSURED  INDIVIDUAL 

Section  113  of  the  bill  provides  that  a  period  of  disability  (disability 
freeze)  can  be  established  and  disability  insurance  benefits  (and 
related  dependents'  benefits)  can  be  paid  on  the  basis  of  an  applica- 
tion filed  within  3  months  after  the  month  of  the  death  of  the  disabled 
individual. 

Section  113(a)(1)  of  the  bill  amends  section  223(a)(1)  of  the  Social 
Security  Act  by  adding  at  the  end  a  new  sentence  which  provides  that 
entitlement  to  disability  insurance  benefits,  in  the  case  of  a  deceased 
individual,  may  be  based  upon  an  application  filed  within  3  months 
after  the  month  in  which  he  died. 
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Sections  113(a)(2),  (3),  and  (4)  of  the  bill  make  conforming  changes 
in  sections  223(a),  (b),  and  (c)  of  the  act. 

Section  113(b)  of  the  bill  amends  section  216(i)(2)(B)  of  the  act  by 
adding  at  the  end  a  new  sentence  which  provides  that  a  period  of  dis- 
ability may  begin  on  the  basis  of  an  application  for  a  disability  deter- 
mination filed  with  respect  to  a  deceased  individual  within  3  months 
after  the  month  in  which  he  died. 

Section  113(c)  of  the  bill  provides  that  these  amendments  will  apply 
in  cases  of  deaths  occurring  in  and  after  the  year  of  enactment.  In 
addition  it  provides  that  where  a  death  occurred  prior  to  the  date  of 
enactment  but  in  the  year  of  enactment,  an  application  filed  in  accord- 
ance with  such  amendments  within  3  months  after  the  date  of  enact- 
ment will,  for  purposes  of  sections  202 (j)  (1)  (relating  to  the  retroactive 
life  of  an  application  for  dependents'  benefits)  and  223(b)  (relating  to 
the  retroactive  life  of  an  application  for  disability  insurance  benefits)  of 
the  act,  be  deemed  to  have  been  filed  in  the  month  such  death  occurred. 

workmen's  compensation  offset  for  disability  insurance 
beneficiaries 

Section  114(a)  of  the  bill  amends  paragraph  (5)  of  section  224(a) 
of  the  Social  Security  Act  to  provide  that,  where  workmen's  com- 
pensation is  payable,  social  security  disability  benefits  will  be  reduced 
only  by  the  amount  by  which  the  combined  workmen's  compensation 
and  social  security  payments  exceed  100  percent  of  the  workers' 
average  current  earnings  (as  defined  in  section  224(a))  before  he 
became  disabled.  (Under  present  law,  the  reduction  applies  to  the 
amount  exceeding  80  percent  of  such  earnings.) 

Section  114(b)  of  the  bill  provides  that  this  amendment  will  apply 
with  respect  to  monthly  benefits  for  months  after  December  1970. 

SECTION   115,    COVERAGE   OF   FEDERAL   HOME   LOAN   BANK  EMPLOYEES 

Section  115(a)  of  the  bill  provides  social  security  coverage  for 
service  performed  in  the  employ  of  a  Federal  Home  Loan  Bank.  The 
Social  Security  Amendments  of  1956  amended  section  210(a)(6)(B) 
(ii)  of  the  Social  Security  Act  and  section  3121(b)  (6)  (B)(ii)  of  the 
Internal  Revenue  Code  of  1954  to  provide  such  coverage  subject  to 
the  condition  that  the  Banks  coordinate  their  retirement  systems  with 
social  security  and  that  the  plan  for  coordination  be  submitted  to 
and  approved  by  the  Secretary  of  Health,  Education,  and  Welfare 
by  July  1,  1957.  This  condition  was  not  met,  and  service  for  Federal 
Home  Loan  Banks  has  never  been  covered  for  social  security  purposes. 
Under  section  115(a),  coverage  is  effective  for  all  service  performed 
in  the  employ  of  a  Federal  Home  Loan  Bank  after  December  1970, 
and,  for  persons  in  the  employ  of  such  a  bank  on  January  1,  1971,  is 
effective  for  service  performed  in  the  employ  of  such  a  Bank  after 
December  1965  but  only  if  both  the  employee  and  the  employer 
contributions  as  specified  in  the  Federal  Insurance  Contributions 
Act  for  all  such  persons  are  paid  (as  provided  in  section  3122  of  such 
act)  by  July  1,  1971,  or  later  if  agreed  to  before  such  date  by  the 
banks  and  the  Secretary  of  the  Treasury  or  his  delegate. 

Section  115(b)  of  the  bill  repeals  subparagraphs  (A)(i)  and  (B)  of 
section  104  (i)  (2)  of  the  Social  Security  Amendments  of  1956,  which 
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contained  the  condition  that  the  FHLB  retirement  systems  must  be 
coordinated  with  social  security  and  approved  by  the  Secretary  of 
Health,  Education,  and  Welfare  by  July  1,  1957. 

SECTION  116.   POLICEMEN  AND  FIREMEN  IN  IDAHO 

Section  116  of  the  bill  amends  section  218(p)(l)  of  the  Social 
Security  Act  to  add  the  State  of  Idaho  to  the  list  of  States  specifically 
named  in  the  law  as  States  w^hich  may  modify  their  section  218  agree- 
ment to  provide  coverage  under  the  social  security  program  for 
policemen  and  firemen  who  are  in  positions  under  a  State  or  local 
retirement  system.  (Section  218(p)(2)  of  the  Social  Security  Act, 
added  by  the  Social  Security  Amendments  of  1967,  makes  social 
security  coverage  available  to  firemen  who  are  members  of  a  retire- 
ment system  in  States  not  listed  in  section  218(p)(l),  but  only  if 
special  conditions  are  met.)  The  effective  date  of  such  coverage  would 
be  whatever  date  is  specified  by  the  State  of  Idaho  in  the  modifica- 
tion of  its  agreement,  but  could  not  be  earlier  than  the  beginning  of 
the  fifth  year  before  the  year  in  which  the  coverage  is  arranged. 

SECTION  117.   COVERAGE   OF  CERTAIN  HOSPITAL  EMPLOYEES 
IN  NEW  MEXICO 

Section  117  of  the  bill  permits  the  State  of  New  Mexico,  notwith- 
standing the  provisions  of  section  218  of  the  Social  Security  Act,  to 
modify  its  coverage  agreement  with  the  Secretary  of  Health,  Educa- 
tion, and  Welfare  at  any  time  before  January  1,  1971,  to  provide 
coverage  for  services  of  employees  of  a  hospital  which  is  an  integral 
part  of  a  political  subdivision  to  which  the  coverage  agreement  has 
not  been  made  applicable.  The  employees  of  such  hospital  would  be 
covered  as  a  separate  coverage  group  as  defined  in  section  218(b)(5) 
of  the  act;  and  such  coverage  can  apply  only  to  service  performed  for 
a  hospital  which  has,  prior  to  1966,  withdrawn  from  a  retirement 
system  which  had  been  applicable  to  the  employees  of  such  hospital. 

SECTION  118.  PENALTY  FOR  FURNISHING  FALSE  INFORMATION  TO  OBTAIN 
A  SOCIAL  SECURITY  ACCOUNT  NUMBER 

Section  118(a)  of  the  bill  amends  section  208  of  the  Social  Security 
Act  by  adding  a  new  subsection  (f)  to  provide  that  the  penalties  in 
present  law  for  certain  fraudulent  representations  to  the  Secretary 
of  Health,  Education,  and  Welfare  will  apply  to  an  individual  who 
willfully,  knowingly,  and  with  the  intent  of  deceiving  the  Secretary 
as  to  his  true  identity  (or  the  true  identity  of  any  other  person) 
furnishes  false  information  with  respect  to  any  information  required 
by  the  Secretary  in  connection  with  the  establishment  and  mainte- 
nance of  the  social  security  records  of  wages  and  self-employment 
income. 

Section  118(b)  of  the  bill  provides  that  this  amendment  will  apply 
in  the  case  of  information  furnished  to  the  Secretary  after  the  date  of 
enactment  of  the  bill. 
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SECTION  119.  GUARANTEE  OF  NO  DECREASE  IN  TOTAL 
FAMILY  BENEFITS 

Section  119(a)  of  the  bill  amends  section  203(a)  of  the  Social 
Security  Act  (as  otherwise  amended  by  the  bill)  to  add  a  permanent 
saving  clause  to  guarantee  that  when  a  worker  is  getting  an  actuarially 
reduced  benefit  and  his  primary  insurance  amount  is  increased,  the 
total  benefits  payable  to  the  family  on  his  earnings  record  will  not  be 
decreased.  In  some  such  cases,  if  the  benefits  payable  to  a  family  are 
subject  to  the  maximum  limitation  on  the  total  amount  of  benefits 
payable  on  one  earnings  record,  the  family  might,  without  such  a 
saving  clause,  get  less  in  total  benefits  after  the  worker's  primary 
insurance  amount  is  increased  than  they  were  getting  before. 

Section  119(b)  makes  permanent  a  special  temporary  saving  clause 
provided  by  section  1002(b)(2)  of  the  Social  Security  Amendments 
of  1969.  Section  1002(b)(2)  provided  that  where  a  person  was  on  the 
benefit  rolls  in  1970  he,  or  his  family,  will  never  get  less  than  he 
or  they  would  have  gotten  prior  to  the  15-percent  benefit  increase 
provided  by  the  1969  amendments  as  long  as  the  person  on  he  rolls 
in  1970  remains  on  the  rolls.  Under  the  change,  the  no-loss  guarantee 
will  apply  permanently;  i.e.,  it  will  apply  without  regard  to  whether 
the  person  on  the  benefit  rolls  in  1970  remains  on  the  rolls. 

SECTION  120.  INCREASE  OF  EARNINGS  COUNTED  FOR  BENEFIT  AND  TAX 

PURPOSES 

Section  120  of  the  bill  raises  the  amount  of  annual  earnings  that  is 
subject  to  social  security  contributions  and  counted  toward  social 
security  benefits  (the  contribution  and  benefit  base)  from  $7,800  to 
$9,000  beginning  with  1971. 

Amendments  to  Title  II  of  the  Social  Security  Act 

Definition  of  wages 

Section  120(a)(1)  of  the  bill  amends  section  209(a)  of  the  Social 
Security  Act  (defining  'Svages"  for  benefit  purposes)  to  make  the 
$9,000  contribution  and  benefit  base  applicable  to  wages  paid  after 
1970. 

Definition  of  self -employment  income 

Section  120(a)(2)  of  the  bill  amends  section  211(b)(1)  of  the  act 
(defining  ''self -employment  income"  for  benefit  purposes)  to  make 
the  $9,000  contribution  and  benefit  base  applicable  for  taxable  years 
beginning  after  1970. 

Quarter  of  coverage 

Section  120(a)(3)  of  the  bill  amends  clauses  (ii)  and  (iii)  of  section 
213(a)(2)  of  the  act  (defining  "quarter  of  coverage")  to  provide  that 
an  individual  will  be  credited  with  a  quarter  of  coverage  for  each 
quarter  of  a  calendar  year  after  1970  in  which  his  wages  for  such  year 
equal  $9,000  (rather  than  $7,800  as  in  present  law).  An  individual  will 
also  be  credited  with  a  quarter  of  coverage  for  each  quarter  any  part 
of  which  falls  within  a  taxable  year  beginning  after  1970  in  which  the 
sum  of  his  wages  and  self -employment  equals  $9,000. 
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Average  monthly  wage 

Section  120(a)(4)  of  the  bill  amends  section  215(e)(1)  of  the  act 
(relating  to  the  amount  of  annual  earnings  that  can  be  counted  in 
computing  a  person's  average  monthly  wage)  to  increase  from  $7,800 
to  $9,000,  effective  for  calendar  years  after  1970,  the  maximum  amount 
of  annual  earnings  that  may  be  counted  in  the  computation  of  a 
person's  average  monthly  wage  for  purposes  of  determining  benefit 
amounts. 

Amendments  to  the  Internal  Revenue  Code  of  195 It- 
Definition  of  self-employment  income 

Section  120(b)(1)  of  the  bill  amends  section  1402(b)(1)  of  the 
Internal  Revenue  Code  of  1954  (defining  ''self -employment  income" 
for  social  security  tax  purposes)  by  increasing  from  $7,800  to  $9,000 
the  amount  of  annual  self -employment  income  subject  to  social  secu- 
rity contributions  for  taxable  years  beginning  after  1970. 

Definition  of  wages 

Section  120(b)(2)  of  the  bill  amends  section  3121(a)(1)  of  the  code 
(defining  ''wages"  for  social  security  tax  purposes)  by  increasing  from 
$7,800  to  $9,000  the  amount  of  annual  wages  subject  to  contributions 
for  calendar  years  after  1970. 

Federal  service 

Section  120(b)(3)  of  the  bill  amends  section  3122  of  the  code  (relat- 
ing to  Federal  service)  to  conform  its  provisions  to  the  increase  in  the 
contribution  and  benefit  base  from  $7,800  to  $9,000. 

Returns  in  the  case  of  certain  governmental  employees 

Section  120(b)(4)  of  the  bill  amends  section  3125  of  the  code  (relat- 
ing to  returns  in  the  case  of  governmental  employees  in  Guam, 
American  Samoa,  and  the  District  of  Columbia)  to  conform  its  pro- 
visions to  the  increase  in  the  contribution  and  benefit  base  from  $7,800 
to  $9,000. 

Special  refunds  of  employee  contributions 

Sections  120(b)(5)  and  120(b)(6)  of  the  bill  amend  section  6413(c)  of 
the  code  (relating  to  special  refunds  of  social  security  contributions 
paid  by  an  employee  who  in  any  calendar  year  had  more  than  one 
employer  and  had  total  wages  in  excess  of  the  maximum  which  may 
be  counted)  to  conform  the  special  refund  provisions  to  the  $9,000 
contribution  and  benefit  base  for  calendar  years  after  1970. 

Estimated  tax  on  self -employment  income 

Section  120(b)  (7)  of  the  bill  amends  section  6654(d)  (2)  (B)  (ii)  of  the 

code  (relating  to  failure  to  pay  estimated  income  tax  on  adjusted  self- 
i  employment  income)  to  conform  to  the  increase  in  the  contribution 
j    and  benefit  base  to  $9,000. 

j   Efective  dates 

!  Section  120(c)  provides  effective  dates  for  the  changes  made  by 
the  section.  The  amendments  (relating  to  wages)  made  by  sections 
120(a)(1),  120(a)(3)(A),  and  120(b)  (except  paragraphs  (1)  and  (7) 
thereof)  are  applicable  with  respect  to  remuneration  paid  after 
December  1970;  the  amendments  (relating  to  self-employment  in- 
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come)  made  by  sections  120(a)(2),  120(a)(3)(B),  120(b)(1)  and 
120(b)(7)  are  applicable  with  respect  to  taxable  years  beginning  after 
1970;  and  the  amendment  made  by  section  120(a)(4)  (relating  to 
average  monthly  wage)  is  applicable  with  respect  to  calendar  years 
after  1970. 

SECTION  121.   CHANGES  IN  TAX  SCHEDULES 

Section  121  of  the  bill  provides  new  schedules  of  social  security 
tax  rates  for  old-age,  survivors,  and  disability  insurance  and  for 
hospital  insurance. 

Old-age,  survivors,  and  disability  insurance  rates 

Section  121(a)  of  the  bill  amends  sections  1401(a),  3101(a),  and 
3111(a)  of  the  Internal  Revenue  Code  of  1954  to  provide  new  schedules 
of  old-age,  survivors,  and  disability  insurance  tax  rates  for  the  self- 
employed  and  for  employees  and  employers. 

Subsection  (a)  of  the  amended  section  1401  provides  a  new  schedule 
of  tax  rates  on  self-employment  income  for  purposes  of  old-age, 
survivors,  and  disability  insurance.  Under  present  law,  these  tax 
rates  are  as  follows: 

Taxable  years  beginning  after:  Percent 
1968  (and  before  1971)   6.3 

1970  (and  before  1973)   6.  9 

1972   7.  0 

Under  the  bill,  the  tax  rates  on  self-employment  income  for  old- 
age,  survivors,  and  disability  insurance  are  as  follows : 

Taxable  years  beginning  after:  Percent 

1968  (and  before  1975)   6:  3 

1974   7.  0 

Subsection  (a)  of  the  amended  section  3101  and  subsection  (a)  of 
the  amended  section  3111  provide  new  schedules  of  tax  rates  on  wages 
for  purposes  of  old-age,  survivors,  and  disability  insurance.  Under 
present  law,  these  tax  rates  for  employees  and  employers  are  as 
follows : 

Calendar  years:  Percent 

1969  to  1970,  inclusive   4.  2 

1971  to  1972,  inclusive   4.  6 

1973  and  after   5.  0 

Under  the  bill,  the  tax  rates  on  wages  for  both  employees  and 
employers  for  old-age,  survivors,  and  disability  insurance  are  as 
follows : 

Calendar  years :  Percent 

1969  to  1974,  inclusive  4.  2 

1975  to  1979,  inclusive   5.  0 

1980  and  after   5.  5 

Hospital  insurance  rates 

Section  121(b)  of  the  bill  amends  sections  1401(b),  3101(b),  and 
3111(b)  of  the  code  to  provide  new  schedules  of  hospital  insurance  tax 
rates  for  the  self-employed  and  for  employees  and  employers. 

Subsection  (b)  of  the  amended  section  1401  provides  a  new  schedule 
of  tax  rates  on  self-employment  income  for  purposes  of  hospital 
insurance.  Under  present  law,  these  tax  rates  are  as  follows: 
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Taxable  years  beginning  after:  Percent 
1967  (and  before  1973)   0.  60 

1972  (and  before  1976)   .  65 

1975  (and  before  1980)   .  70 

1979  (and  before  1987)   .  80 

1986   .  90 

Under  the  bill,  the  tax  rates  on  self-employment  income  for  hospital 
insurance  are  as  follows: 

Taxable  years  beginning  after:  Percent 

1967  (and  before  1971)   0.  6 

1970   1.  0 

Subsection  (b)  of  the  amended  section  3101  and  subsection  (b)  of 
the  amended  section  3111  provide  new  schedules  of  tax  rates  on  wages 
for  purposes  of  hospital  insurance.  Under  present  law,  these  tax  rates 
are  as  follows: 

Calendar  years:  Percent 

1968  to  1972,  inclusive   0.  60 

1973  to  1975,  inclusive   .  65 

1976  to  1979,  inclusive   .  70 

1980  to  1986,  inclusive   .  80 

1987  and  after_   .90 

Under  the  bill,  the  tax  rates  on  wages  for  both  employees  and 
employers  for  hospital  insurance  are  as  follows : 

Calendar  years :  Percent 

1968  to  1970,  inclusive   0.  6 

1971  and  after   1.0 

Effective  dates 

Section  121(c)  of  the  bill  provides  that  the  amendments  made  by 
sections  121(a)(1)  and  121(b)(1)  are  to  apply  with  respect  to  taxable 
years  which  begin  after  December  31,  1970,  and  that  the  remaining 
amendments  made  by  section  121  are  to  apply  with  respect  to  re- 
muneration paid  after  December  31,  1970. 


SECTION    122.    ALLOCATION    TO    DISABILITY    INSURANCE    TRUST  FUND 

Section  122(a)  of  the  bill  amends  section  201(b)(1)  of  the  Social 
Security  Act,  which  deals  with  the  amount  to  be  allocated  and  ap- 
propriated to  the  Federal  Disability  Insurance  Trust  Fund  each  year 
with  respect  to  wages  and  presently  provides  that  such  amount  with 
respect  to  any  wages  paid  after  1969  is  to  be  1.10  peit^ent  of  such 
wages.  Under  the  amended  section  201(b)(1),  the  amount  so  allocated 
and  appropriated  will  be  0.90  percent  of  the  wages  paid  during  1971, 
1972,  1973,  and  1974,  1.05  percent  of  the  wages  paid  during  1975, 
1976,  1977,  1978,  and  1979,  and  1.15  percent  of  the  wages  paid  after 
1979. 

Section  122(b)  of  the  bill  amends  section  201(b)(2)  of  the  act,  which 
deals  with  the  amount  to  be  allocated  and  appropriated  to  the  Federal 
Disability  Insurance  Trust  Fund  each  year  with  respect  to  self- 
employment  income  and  presently  i)rovides  that  the  amount  to 
be  so  allocated  and  appro])riated  with  respect  to  any  self-employ- 
ment income  reported  for  taxable  years  beginning  after  1969  is  to  be 
0.825  percent  of  the  amount  of  such  self-employment  income.  Under 
the  amended  section  201(b)(2),  the  amount  so  allocated  and  appro- 
priated will  be  0.675  percent  of  the  self-employment  income  so  re- 
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ported  for  any  taxable  year  beginning  after  1970  and  before  1975, 
0.7875  percent  of  the  self-employment  income  so  reported  for  any 
taxable  year  beginning  after  1974  and  before  1980,  and  0.8625  percent 
of  the  self-employment  income  so  reported  for  any  taxable  year  be- 
ginning after  1979. 

TITLE  II-PROVISIONS  RELATING  TO  MEDICARE,  MEDIC- 
AID, AND  MATERNAL  AND  CHILD  HEALTH 

Part  A — Coverage  Under  Medicare  Program 

SECTION   201.   payment   UNDER   MEDICARE   PROGRAM   TO  INDIVIDUALS 
COVERED    BY   FEDERAL   EMPLOYEES   HEALTH   BENEFITS  PROGRAM 

Section  201  of  the  bill  amends  section  1862  of  the  Social  Security 
Act  (relating  to  exclusions  from  coverage)  by  adding  a  new  subsection 
(c)  which  provides  that  no  payment  may  be  made  under  either  part 
A  or  part  B  of  the  medicare  program  for  any  item  or  service  fur- 
nished to  or  on  behalf  of  an  individual  on  or  after  January  1,  1972, 
if  such  item  or  service  is  covered  under  a  Federal  employees  health 
benefits  plan  in  which  the  individual  is  enrolled,  unless  the  Secretary 
has  determined  and  certified  prior  to  the  date  such  item  or  service  is 
furnished  that  the  Federal  employees  health  benefits  program  has 
been  modified  to  assure  that  

(1)  there  is  available  to  each  Federal  employee  or  annuitant 
age  65  and  over  one  or  more  health  benefits  plans  which  supple- 
ment the  combined  protection  provided  under  parts  A  and  B  of 
title  XVIII,  and  one  or  more  health  benefits  plans  which  supple- 
ment the  protection  provided  under  part  B  alone;  and 

(2)  the  Government  will  make  a  contribution  toward  the  cost 
of  the  supplementary  protection  which  is  at  least  equal  to  the 
contribution  it  makes  for  high  option  coverage  under  the  Govern- 
ment-wide Federal  employees  health  benefits  plans;  such  contri- 
bution could  be  in  the  form  of  a  contribution  toward  the  supple- 
mentary protection,  a  payment  to  offset  the  cost  of  title  XVIII 
coverage,  or  some  combination  of  the  two. 

SECTION   202,    HOSPITAL   INSURANCE   BENEFITS   FOR   UNINSURED  INDI- 
VIDUALS NOT  ELIGIBLE  UNDER  PRESENT  TRANSITIONAL  PROVISION 

Section  202  of  the  bill  substantially  rewrites  section  103  of  the 
Social  Security  Amendments  of  1965,  which  permits  certain  persons 
not  entitled  to  social  security  or  railroad  retirement  cash  benefits  to 
qualify  for  hospital  insurance  benefits,  in  order  to  permit  additional 
uninsured  individuals  to  qualify  for  such  benefits. 

Section  202(a)  of  the  bill  amends  section  103(a)  of  the  1965  amend- 
ments to  provide  that,  in  addition  to  persons  meeting  the  present 
requirements  of  such  section,  a  person  who  (1)  is  a  resident  citizen  or 
resident  alien  age  65  or  over  but  not  eligible  for  cash  benefits,  (2) 
does  not  otherwise  qualify  for  hospital  insurance  coverage,  (3)  has 
filed  an  application  for  hospital  insurance  coverage  under  this  section 
as  required  by  regulations,  and  (4)  has  enrolled  for  supplementary 
medical  insurance  as  provided  in  section  1837  of  such  Act  as  modified 
by  the  new  section  103(d)  (discussed  below)  will  be  entitled  to  benefits 
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under  part  A  of  title  XVIII.  Such  entitlement  will  begin  with  the  day 
on  which  such  person's  coverage  period  (as  provided  in  the  new  section 
103(d))  begins  and  will  end  with  the  month  in  which  he  dies  or,  if 
earlier,  the  month  before  the  month  in  which  he  becomes  entitled  to 
hospital  insurance  benefits  under  section  226  or  certifiable  as  a  railroad 
retirement  beneficiary.  The  amended  section  103(a)  limits  the  12- 
month  retroactivity  of  hospital  insurance  coverage  provided  for  under 
such  section  103(a)  to  those  people  who  are  eligible  for  hospital 
insurance  coverage  as  a  result  of  their  meeting  the  section's  regular 
requirements. 

Section  202(b)  of  the  bill  amends  section  103(b)  of  the  1965  amend- 
ments to  provide  that  a  Federal  employee,  previously  excluded  by 
paragraph  (3)  of  such  section  103(b),  may  enroll  for  hospital  insurance 
benefits  provided  for  under  section  103(a)(2)  (as  amended  by  the  bill), 
if  he  meets  the  eligibility  requirements  for  enrolling  for  such  coverage 
as  provided  in  section  103(d)(1)  (as  amended  by  section  202(d)  of  the 
bill). 

Section  202(c)  of  the  bill  limits  the  provisions  of  section  103(c)  of 
the  1965  amendments  to  payments  made  with  respect  to  people  who 
are  entitled  to  hospital  insurance  benefits  under  section  226  of  the 
act  solely  by  reason  of  the  existing  provisions  of  section  103(a)  of  such 
amendments  (as  redesignated  section  103(a)(1)  by  the  bill). 

Section  202(d)  of  the  bill  amends  section  103  of  the  1965  amend- 
ments by  adding  a  new  subsection  (d)  to  provide  that  a  person  meeting 
the  preceding  eligibility  requirements  (as  provided  in  the  new  section 
103(a)(2))  may  enroll  for  the  hospital  insurance  benefits  provided 
under  section  103(a). 

The  new  section  103(d)  makes  the  provisions  of  sections  1837, 
1838,  1839,  and  1840  of  the  Social  Security  Act  (relating  to  enroll- 
ment, coverage,  premium  amount,  and  premium  payment,  respec- 
tively, under  the  supplementary  medical  insurance  part  of  title  XVIII 
of  the  act)  applicable  for  purposes  of  hospital  insurance  coverage  under 
the  amended  section  103  with  the  following  modifications: 

(1)  section  1837(c)  of  the  act  (relating  to  supplementary 
medical  insurance  enrollment)  is  modified  to  provide  that  an 
initial  general  enrollment  period  is  to  begin  the  first  day  of  the 
second  month  which  begins  after  the  date  of  enactment  of  the  bill 
and  is  to  end  March  31,  1971,  with  this  initial  general  enrollment 
period  being  open  to  people  who  meet  the  eligibility  requirements 
of  the  new  section  103(a)(2); 

(2)  section  1837(d)  of  the  act  is  modified  to  provide  that  for 
people  first  meeting  the  eligibility  requirements  for  enrolling  for 
hospital  insurance  benefits  provided  in  such  section  103(a)(2)  on 
or  after  March  31,  1971,  there  will  be  an  initial  enrollment  period 
as  otherwise  provided  in  such  section  1837(d); 

(3)  section  1838(a)(1)  of  the  act  (relating  to  supplementary 
medical  insurance  coverage  period)  is  modified  to  provide  that  for 
people  enrolling  for  hospital  insurance  benefits  under  the  new 
section  103(d)(1)  during  the  initial  general  enrollment  period 
described  above,  the  hospital  insurance  coverage  period  will  begin 
January  1,  1971,  or  the  first  day  of  the  month  following  the  month 
of  enrollment,  whichever  is  the  latest; 

(4)  section  1838(b)  of  the  act  is  modified  to  provide  that  a 
person's  coverage  period  for  hospital  insurance  benefits  under  the 
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new  section  103(a)(2)  will  terminate  when  he  becomes  entitled  to 
hospital  insurance  benefits  under  the  existing  provisions  of  section 
103(a)  (as  redesignated  section  103(a)(1)  by  the  bill),  and  that  if  a 
person's  supplementary  medical  insurance  enrollment  is  term-  j 
inated  his  enrollment  and  coverage  for  hospital  insurance  under 
the  new  section  103(a)  (2)  will  be  terminated  as  of  the  same  month  i 
his  supplementary  medical  insurance  enrollment  and  coverage 
terminate ; 

(5)  section  1839(a)  of  the  act  is  modified  to  provide  that  each 
person  enrolling  for  hospital  insurance  benefits  as  provided  under 
the  new  section  103(a)(2)  will  pay  a  $27  monthly  premium  for  i 
each  month  he  is  covered  for  such  hospital  benefits  before  J^uly  i 
1972;        ^  ^  ' 

(6)  section  1839(b)  (1)  of  the  act  (relating  to  premium  amounts) 

is  modified  to  provide  that  the  premium  amount  to  be  paid  by  I 
each  enrollee  for  each  month  after  June  1972  will  be  an  amount  \ 
(as  determined  and  promulgated  by  the  Secretary  in  December  of 
the  preceding  year,  and  rounded  to  the  nearest  $1)  equal  to  $27 
multiplied  by  the  ratio  of  (1)  the  inpatient  hospital  deductible 
for  the  current  year,  as  promulgated  under  section  1813(b)(2) 
of  the  act,  to  (2)  such  deductible  promulgated  for  1971;  and  i 

(7)  section  1840  of  the  act  is  modified  by  substituting  ''Federal 
Hospital  Insurance  Trust  Fund"  for  ''Federal  Supplementary  i 
Medical  Insurance  Trust  Fund".  i 

Section  202(d)  of  the  bill  further  amends  section  103  of  the  1965  | 
amendments  by  adding  a  new  subsection  (e)  to  provide  that  a  State 
or  any  other  public  or  private  agency  or  organization  will  be  permitted 
to  pay  monthly  premiums  on  behalf  of  retired  age-65-and-over  em-  i 
ployees  who  are  eligible  for  and  have  enrolled  for  the  hospital  insurance  ! 
protection  provided  by  the  new  section  103(a)(2).  Such  group  pre-  j 
mium  payment  will  be  under  a  contract  or  other  arrangement  entered  i 
into  between  the  agency  or  organization  and  the  Secretary,  and  will  be  j 
permitted  only  where  the  Secretary  determines  that  such  a  method  of  j 
premium  payments  is  administratively  feasible.  I 

Part  B — Improvements  in  the  Operating  Effectiveness  of  | 
THE  Medicare,  Medicaid,  and  Maternal  and  Child  Health  i 
Programs 

I 

section  221.   limitation   ON   FEDERAL    PARTICIPATION    FOR    CAPITAL  | 

EXPENDITURES 

Section  221(a)  of  the  bill  adds  a  new  section  1122  at  the  end  of  title 
XI  of  the  Social  Security  Act.  j 

Subsection  (a)  of  the  new  section  1122  expresses  the  congressional  i 
intent  that  funds  appropriated  under  titles  V,  XVIII,  and  XIX  of  the  , 
act  should  not  be  used  to  support  unnecessary  capital  expenditures  and  | 
that  reimbursement  under  such  titles  should  support  State  health 
planning  activities. 

Subsection  (b)  of  the  new  section  1122  provides  that  the  Secretary, 
after  consultation  with  the  State  executive  officer  and  local  public 
officials,  is  to  make  an  agreement  with  any  State  under  which  a  | 
designated  planning  agency  (which  has  a  governing  body  or  advisory 
body  at  least  one-half  of  whose  members  represent  consumer  interests) 
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will  (1)  make  findings  and  recommendations  with  respect  to  capital 
expenditures  proposed  by  or  on  behalf  of  any  health  care  facility  in 
its  jurisdiction,  (2)  receive  the  findings  and  recommendations  of  other 
qualified  planning  agencies  with  respect  to  proposed  capital  expendi- 
tures of  health  care  facilities  in  their  jurisdiction,  and  (3)  submit 
to  the  Secretary  any  such  finding  which  indicates  that  any  such 
expenditure  is  inconsistent  with  the  standards,  criteria,  or  plans  de- 
veloped pursuant  to  the  Public  Health  Service  Act  (or  the  Mental 
Retardation  Facilities  and  Community  Mental  Health  Centers  Con- 
struction Act  of  1963)  to  meet  the  need  for  adequate  health  care 
facilities  in  the  area  covered  by  the  plan  or  plans. 

Subsection  (c)  of  the  new  section  1122  provides  that  the  Secretary 
will  pay  from  the  Federal  Hospital  Insurance  Trust  Fund  to  any  State 
with  which  he  makes  an  agreement  the  reasonable  costs  incurred  by 
the  planning  agencies  involved  in  preparing  and  forwarding  findings 
and  recommendations  with  respect  to  proposed  capital  expenditures. 

Subsection  (d)(1)  of  the  new  section  1122  provides  that  in  determin- 
ing reimbursement  under  titles  V,  XVIII,  and  XIX  of  the  act  the  Sec- 
retary will  disallow,  for  such  periods  as  he  finds  necessary,  expenses 
with  respect  to  capital  expenditures  which  are  attributable  to  depre- 
ciation, interest  on  borrowed  funds,  a  return  on  equity  capital  (in 
the  case  of  proprietary  facilities),  or  other  expenses  related  to  such 
capital  expenditure  if  he  determines  (A)  that  neither  the  designated 
planning  agency  nor  any  other  qualified  planning  agency  had  been 
notified  of  the  proposed  capital  expenditure  at  least  60  days  before  it 
was  made,  or  (B)  that  the  agency  had  given  notice  to  the  facility 
within  a  reasonable  period  of  time  after  receipt  of  notice  of  the  pro- 
posed expenditure  and  prior  to  such  expenditure  that  it  Avould  not  be 
in  conformity  with  the  standards,  criteria,  or  plans  developed  by  such 
agency  or  any  other  qualified  planning  agency  for  adequate  health 
care  facilities  in  such  jurisdiction,  and  prior  to  reporting  its  findings  to 
the  Secretary  had  consulted  and  taken  into  consideration  the  findings 
and  recommendations  of  other  planning  agencies  or  organizations 
performing  similar  functions  with  respect  to  the  area  in  which  the 
health  facility  is  located. 

Subsection  (d)(2)  of  the  new  section  1122  provides  that  if  after 
submitting  the  matter  to  the  national  advisory  council  (discussed 
below)  the  Secretary  determines  that  disallowance  of  any  expense 
relating  to  a  capital  expenditure  would  be  inconsistent  with  effective 
organization  and  delivery  of  health  services  or  effective  administration 
of  title  V,  XVIII,  or  XIX,  he  shall  not  disallow  such  expense. 

Subsection  (e)  of  the  new  section  1122  provides  that  in  determining 
reimbursement  under  titles  V,  XVIII,  and  XIX  in  cases  where  facil- 
ities or  equipment  are  obtained  under  lease  that  would  have  been 
subject  to  a  disallowance  if  purchased,  the  Secretary  shall  deduct 
from  the  facility's  rental  expenses  an  amount  reasonably  equivalent 
to  that  which  would  have  been  disallowed  if  the  facilities  or  equip- 
ment had  been  purchased. 

Subsection  (f)  of  the  new  section  1122  provides  that  any  person  dis- 
satisfied with  a  determination  under  the  section  may  request  recon- 
sideration by  the  Secretary  up  to  6  months  after  notification;  such 
determinations  are  not  subject  to  other  administrative  or  judicial 
review. 

Subsection  (g)  of  the  new  section  1122  defines  the  term  ''capital 
expenditure"  as  an  expenditure  which,  under  generally  accepted 
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accounting  principles,  is  not  properly  chargeable  as  an  expense  of 
operation  and  maintenance  and  exceeds  $100,000,  changes  the  facility's  , 
bed  capacity,  or  substantially  changes  the  facility's  services. 

Subsection  (h)  of  the  new  section  1122  provides  that  the  section  is  j 
not  applicable  to  Christian  Science  sanatoriums. 

Subsection  (i)(l)  of  the  new  section  1122  directs  the  Secretary  to  I 
establish  or  designate  a  national  advisory  council  to  assist  and  advise 
him  in  the  preparation  of  regulations  and  on  policy  matters  in  the 
administration  of  the  section. 

Subsection  (i)(2)  of  the  new  section  1122  provides  that  any  council 
so  established  or  designated  is  to  consult  and  coordinate  its  activities 
with  other  appropriate  national  advisory  councils  and  coordinate  the 
activities  under  the  section  with  related  Federal  health  programs. 

Subsection  (i)(3)  of  the  new  section  1122  provides  that  if  an  advi-  : 
sory  council  is  newly  established  by  the  Secretary  its  members  are  I 
not  to  be  in  the  regular  full-time  employ  of  the  United  States  and  | 
are  to  be  chosen  from  among  leaders  in  the  fundamental  sciences,  the 
medical  sciences,  or  the  organization,  delivery,  and  financing  of  health 
care,  or  from  among  persons  who  are  State  or  local  officials  or  are 
active  in  community  affairs  or  public  or  civic  affairs  or  who  are  rep- 
resentative of  minority  groups.  Members  of  such  advisory  council  I 
will  be  entitled  to  compensation  at  rates  to  be  determined  by  the  i 
Secretary  but  not  to  exceed  the  maximum  rate  paid  to  a  GS-18. 

Section  221(b)  of  the  bill  provides  that  the  amendment  made  by 
section  221(a)  will  apply  with  respect  to  capital  expenditures  the 
obligation  for  which  is  incurred  after  June  30,  1971,  or  (with  respect  to 
any  State  or  part  thereof)  earlier  if  the  State  so  requests.  \ 

Section  221(c)  of  the  bill  amends  various  provisions  of  titles  V,  | 
XVIII,  and  XIX  of  the  act  to  make  conforming  changes  and  to  require  \ 
that  standards  applied  under  those  provisions  be  consistent  with  the  j 
new  section  1122.  | 

SECTION    222.    REPORT   ON   PLAN   FOR   PROSPECTIVE   REIMBURSEMENT;  I 

EXPERIMENTS  AND  DEMONSTRATION  PROJECTS  TO  DEVELOP  INCEN-  ' 

TIVES  FOR  ECONOMY  IN  THE  PROVISION  OF  HEALTH  SERVICES  j 

I 

Section  222(a)(1)  of  the  bill  authorizes  the  Secretary  of  Health,  j 
Education,  and  Welfare  to  develop  and  engage  in  experiments  and 
demonstration  projects  designed  to  determine  the  advantages  and  \ 
disadvantages  of  various  alternative  methods  of  prospective  reim-  j 
bursement  to  hospitals,  extended  care  facilities,  and  other  providers  ; 
of  services  under  title  XVIII  of  the  act  and  under  State  plans  ap-  ' 
proved  under  titles  XIX  and  V  of  the  act  in  order  to  stimulate  pro- 
viders through  financial  incentives  to  use  their  facilities  and  personnel  j 
more  efficiently  and  thereby  reduce  program  costs. 

Section  222(a)(2)  of  the  bill  provides  that  such  experiments  and 

demonstration  projects  are  to  be  of  sufficient  scope  and  applicability  , 
to  permit  evaluation  of  alternative  methods  of  ^prospective  reimburse- 
ment without  committing  the  programs  involved  to  the  adoption  of 

any  prospective  payment  system  either  locally  or  nationally.  ' 

Section  222(a)(3)  of  the  bill  provides  that  the  Secretary  may  waive  , 

payment  requirements  of  titles  V,  XVIII,  and  XIX  with  respect  to  j 

such  experiments  and  demonstration  projects.  Any  costs  incurred  in  i 
such  experiments  or  projects  in  excess  of  amounts  which  would 
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normally  be  paid  under  such  titles  will  be  borne  by  the  Secretary. 
The  Secretary  will  obtain  the  advice  and  recommendations  of  com- 
petent specialists  prior  to  instituting  any  such  experiment  or  project, 
and  will  furnish  to  the  Committee  on  Ways  and  Means  of  the  House 
of  Kepresentatives  and  the  Committee  on  Finance  of  the  Senate  at 
least  60  days  prior  to  placing  an  experiment  or  project  in  operation  a 
written  report  containing  a  full  description  of  the  experiment  or 
project. 

Section  222(a)(4)  of  the  bill  provides  that  grants  and  payments  for 
experiments  and  demonstration  projects  are  to  be  made  from  the 
Federal  trust  funds  estabHshed  for  the  hospital  and  supplementary 
medical  insurance  programs  under  title  XVIII  of  the  act. 

Section  222(a)(5)  of  the  bill  provides  that  the  Secretary  is  to 
submit  a  report  to  the  Congress  no  later  than  July  1,  1972,  on  the 
experiments  and  projects  carried  out.  Such  report  is  to  include  de- 
tailed recommendations  with  respect  to  program-wide  implementa- 
tion of  a  system  of  prospective  reimbursement. 

Section  222(a)(6)  of  the  bill  amends  section  1875(b)  of  the  Social 
Security  Act  to  provide  that  the  Secretary's  annual  report  to  the 
Congress  concerning  the  operation  of  the  health  insurance  program 
will  include  a  report  of  the  experiments  and  demonstration  projects 
authorized  by  section  222(a). 

Section  222(b)(1)  of  the  bill  amends  section  402(a)  of  the  Social 
Security  Amendments  of  1967  to  provide  authorization  for  the  Secre- 
tary to  develop  and  engage  in  experiments  and  demonstration  projects 
for  the  following  purposes:  to  determine  whether  changes  in  methods 
of  payment  (other  than  those  authorized  in  section  222(a)  of  the  bill) 
would  create  incentives  for  increasing  efficiency  and  economy  for 
health  care  and  services  under  health  programs  established  by  the 
Social  Security  Act;  to  determine  whether  payments  to  organizations 
and  institutions  providing  comprehensive  health  care  services  for 
noncovered  services  incidental  to  covered  services  would  result  in  a 
more  economical  provision  and  effective  utilization  of  covered  services ; 
to  determine  whether  use  of  rates  of  payment  approved  by  a  State  for 
purposes  of  administering  one  or  more  of  its  laws  would  reduce  the 
costs  of  health  programs  established  by  the  act;  to  determine  whether 
payments  based  on  a  single,  combined  rate  of  reimbursement  for 
teaching  activities  and  patient  care  rendered  by  residents,  interns, 
and  supervisory  physicians  connected  with  a  graduate  medical 
education  program  would  result  in  more  equitable  and  economical 
patient  care  arrangements;  and  to  determine  whether  areawide  or 
community-wide  utilization  review  and  medical  review  mechanisms 
would  more  effectively  control  use  of  services.  Grants  and  payments 
for  these  experiments  and  demonstration  projects  are  to  be  made 
from  the  Federal  trust  funds  established  for  the  hospital  and  supple- 
mentary medical  insurance  programs  under  title  XVIII  of  the  act. 

Section  222(b)(2)  of  the  bill  amends  section  402(b)  of  the  1967 
amendments  to  make  conforming  changes  which  permit  demonstra- 
tion projects  as  well  as  experiments  and  to  require  the  Secretary  to 
furnish  to  the  Committee  on  Ways  and  Means  of  the  House  of  Repre- 
sentatives and  the  Committee  on  Finance  of  the  Senate  at  least  60 
days  prior  to  placing  an  experiment  or  project  in  operation  a  written 
report  containing  a  full  description  of  the  experiment  or  project. 
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Section  222(b)(3)  of  the  bill  amends  section  1875(b)  of  the  act  to  1 
provide  that  the  Secretary's  annual  report  to  the  Congress  concerning  ; 
the  operation  of  the  health  insurance  program  will  include  a  report 
on  the  experiments  and  demonstration  projects  authorized  under  the 
amendments  made  by  section  222(b)  of  the  bill. 

SECTION  223.   LIMITATIONS  ON  COVERAGE  OF  COSTS  UNDER  MEDICARE 

PROGRAM 

Section  223(a)  of  the  bill  amends  section  1861  (v)(l)  of  the  act 
(defining  reasonable  cost  for  purposes  of  provider  reimbursement)  by 
excluding  from  recognition  as  reasonable  any  part  of  incurred  cost 
found  to  be  unnecessary  in  the  eflScient  delivery  of  needed  health 
services. 

Section  223(b)  of  the  bill  amends  section  1861  (v)(l)  of  the  act  to  ! 
provide  for  the  establishment  of  limits  on  costs  which  will  be  recog- 
nized as  reasonable  based  on  estimates  of  the  costs  necessary  in  efficient 
delivery  of  services. 

Section  223(c)  and  section  223(d)  of  the  bill  further  amend  section 
1861  (v)(l)  of  the  act  to  make  it  clear  that  the  medicare  objective  of 
meeting  all  direct  and  indirect  costs  of  providing  covered  services  to 
covered  individuals  does  not  extend  to  those  costs  determined  to  be 
unnecessary  in  the  efficient  delivery  of  covered  services. 

Section  223(e)  of  the  bill  amends  section  1866(a)(2)(B)  of  the  act 
to  permit  a  provider  to  impose  charges  for  items  or  services  in  excess 
of  or  more  expensive  than  items  or  services  for  which  reimbursement 
may  be  made  under  title  XVIII  even  where  not  requested  by  the 
patient  provided  that  (A)  such  charges  are  customarily  imposed  by 
such  provider,  do  not  exceed  the  excess  cost  of  such  items  or  services 
in  the  provider's  previous  fiscal  period,  and  are  identified  (to  the 
person  to  whom  the  items  or  services  are  furnished)  as  costs  in  excess 
of  those  determined  to  be  necessary,  and  (B)  the  Secretary  provides  i 
public  notice  that  such  charges  may  be  imposed. 

Section  223(f)  of  the  bill  amends  section  1861  (v)  of  the  act  (as 
otherwise  amended  by  the  bill)  to  provide  for  reduction  of  program 
reimbursement  to  providers  of  services  in  those  instances  where  the 
provider  imposes  charges  in  excess  of  or  more  expensive  than  those 
determined  to  be  necessary  in  the  efficient  delivery  of  health  services 
to  the  extent  that  such  charges  exceed  the  cost  actually  incurred  for 
such  items  or  services. 

Section  223(g)  of  the  bill  amends  section  1866(a)(2)  of  the  act  to 
provide  that  a  provider  of  services  may  not  impose  additional  charges 
upon  a  patient  as  otherwise  permitted  under  the  amendments  made 
by  section  223  if  the  admitting  physician  has  a  direct  or  indirect 
financial  interest  in  such  provider. 

Section  223(h)  of  the  bill  provides  that  these  amendments  will  be 
effective  upon  the  enactment  of  the  bill. 

SECTION  224.  LIMITS  ON  PREVAILING  CHARGE  LEVELS 

Section  224(a)  of  the  bill  amends  section  1842(b)(3)  of  the  Social 
Security  Act  with  respect  to  the  determination  of  the  reasonable 
charge  for  services  furnished  under  the  supplementary  medical  in- 
surance i)rogram.  Under  the  amendment,  no  charge  for  services 
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rendered  after  June  30,  1970,  and  before  July  1,  1971,  may  be  deter- 
mined to  be  reasonable  if  it  exceeds  the  higher  of  (1)  the  prevailing 
charge  recognized  by  the  carrier  for  similar  services  in  the  same  locality 
in  administering  the  supplementary  medical  insurance  program  under 
part  B  of  title  XVIII  on  June  30,  1970,  or  (2)  the  prevailing  charge 
level  that  would  cover  75  percent  of  the  customary  charges  made  for 
similar  services  in  the  same  locality  during  the  calendar  year  1969  on 
the  basis  of  statistical  data  and  methodology  acceptable  to  the 
Secretary. 

With  respect  to  services  rendered  after  June  30,  1971,  the  charges 
recognized  as  prevailing  within  a  locality  may  be  increased  in  any  fiscal 
year  only  to  the  extent  found  necessary  to  cover  75  percent  of  the 
customary  charges  made  for  similar  services  in  the  same  locality 
during  the  last  preceding  elapsed  calendar  year,  on  the  basis  of  statisti- 
cal data  and  methodology  acceptable  to  the  Secretary;  in  no  case 
may  they  be  increased  (in  the  aggregate)  beyond  the  levels  that 
would  cover  75  percent  of  the  customary  charges  made  for  similar 
services  in  the  same  locality  during  the  calendar  year  1969,  except  to 
the  extent  that  the  Secretary  finds  that  such  adjustments  are  justified 
by  economic  changes  on  the  basis  of  appropriate  economic  index  data. 

In  the  case  of  medical  services,  supplies,  and  equipment  that,  in  the 
judgment  of  the  Secretary,  do  not  generally  vary  significantly  in 
quality  from  one  supplier  to  another,  the  charges  incurred  after  June 
30,  1970,  and  determined  to  be  reasonable  may  exceed  the  lowest 
charge  levels  at  which  such  services,  supplies,  and  equipment  are 
widely  available  in  a  locality  only  to  the  extent  and  under  the  cir- 
cumstances specified  by  the  Secretary. 

Section  224(b)  of  the  bill  amends  section  1903  of  the  act  by  adding 
a  new  subsection  (g)  providing  that  payment  to  States  under  the 
medicaid  program  may  not  be  made  with  respect  to  any  amount 
paid  for  items  or  services  furnished  under  a  State  plan  after  June  30, 
1970,  to  the  extent  that  such  amount  exceeds  the  charge  which  would 
be  determined  to  be  reasonable  for  such  items  or  services  under  the 
amendments  made  by  section  224(a)  of  the  bill. 

Section  224(c)  of  the  bill  amends  section  506  of  the  act  by  adding  a 
new  subsection  (f)  providing  that  payment  to  States  under  the 
maternal  and  child  health  program  may  not  be  made  with  respect  to 
any  amount  paid  for  items  or  services  furnished  under  a  State  plan 
after  June  30,  1970,  to  the  extent  that  such  amount  exceeds  the 
charge  which  would  be  determined  to  be  reasonable  for  such  items  or 
services  under  the  amendments  made  by  section  224(a)  of  the  bill. 

SECTION  225.  ESTABLISHMENT  OF  INCENTIVES  FOR  STATES  TO  EMPHASIZE 
OUTPATIENT  CARE  UNDER  MEDICAID  PROGRAMS 

Section  225(a)  of  the  bill  amends  section  1903  of  the  Social  Security 
Act  (as  otherwise  amended  by  the  bill)  by  adding  a  new  subsection  (e) 
to  provide  variable  Federal  matching  rates  for  certain  services  pro- 
vided under  State  medicaid  plans.  Under  the  amendment,  with 
respect  to  services  provided  after  December  1970  there  will  be  (1)  an 
increase  of  25  percent  in  the  matching  rate  (up  to  a  maximum  of 
95  percent)  for  outpatient  hospital  services,  clinic  services,  and  home 
health  services  (other  than  physical  therapy  services) ;  (2)  a  decrease 
of  33}^  percent  in  the  matching  rate  after  the  first  60  days  of  inpatient 
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hospital  services  furnished  an  indi^ddual  in  any  fiscal  j^ear  in  a  general 
or  tuberculosis  hospital;  (3)  a  decrease  of  33^  percent  in  the  matching 
rate  after  the  first  90  days  of  a  patient's  care  in  any  fiscal  jeSiV  in  a 
skilled  nursing  home;  and  (4)  a  decrease  of  33/3  percent  in  the  matching 
rate  after  90  days  of  a  patient's  care  (occurring  after  December  1970) 
in  a  mental  hospital,  vdth  the  complete  elimination  of  Federal  match- 
ing after  the  patient  has  received  an  additional  275  daj^s  of  such  care 
during  his  lifetime. 

Section  225(b)(1)  of  the  bill  amends  section  1121  of  the  act  by 
adding  a  new  subsection  (f),  pro^dding  the  Secretary  with  authority 
to  reduce  the  amount  of  expenditures  for  which  Federal  matching 
will  be  available  in  the  case  of  intermediate  care  facilities  in  a  State 
(for  calendar  quarters  after  1970),  where  he  determines  that  a  reason- 
able cost  differential  does  not  exist  between  the  cost  of  skilled  nursing 
home  services  and  the  cost  of  intermediate  care  facility  services  in 
such  State,  by  the  reasonable  equivalent  of  the  increased  amount  paid 
because  of  the  lack  of  such  differential. 

Section  225(b)(2)  of  the  bill  amends  section  1121(e)  of  the  act 
to  eliminate  public  mental  institutions  from  the  definition  of  ^inter- 
mediate care  facility". 

SECTION  226.  PAYMENT  FOR  SERVICES  OF  TEACHING  PHYSICIANS  UNDER 

MEDICARE  PROGRAM 

Section  226  of  the  bill  amends  section  1833  of  the  Social  Security 
Act  mth  respect  to  the  basis  and  amount  of  reimbursement  for  certain 
services  performed  b^^  physicians  in  hospitals. 

Section  226(a)(1)  of  the  bill  adds  to  section  1833(a)(1)  of  the  act 
a  new^  clause  (C)  describing  tw^o  circumstances  under  which  pa^^nent 
for  services  performed  by  a  physician  in  a  hospital  and  covered  under 
the  supplementary  medical  insurance  program  established  under  part 
B  of  title  XVIII  will  be  equal  to  100  percent  of  the  reasonable  cost  of 
the  services  to  the  hospital  or  other  medical  ser^nce  organization  which 
incurs  the  costs  (instead  of  80  percent  of  the  charges  for  the  services 
as  in  present  law).  Such  payment  on  a  reasonable  cost  basis  ^\'ill  be 
applicable  with  respect  to  the  physician's  services  to  hospital  patients 
if  (1)  the  services  are  similar  to  services  furnished  in  comparable 
circumstances  to  all  patients  (or  all  members  of  a  class  of  patients) 
who  are  not  covered  under  the  insurance  program  under  part  B  of 
title  XVIII  or  under  medicaid  and  such  patients  are  not  required  to 
pay  the  reasonable  charge  for  the  ser\dces  even  when  they  have  private 
insurance  covering  the  services  or  (as  defined  in  regulations)  are  other- 
wise able  to  pay,  or  (2)  patients  covered  under  part  B  of  title  XVIII  are 
not  required  to  pay  any  charges  for  the  services,  or  are  required  to  pay 
reasonable  charges  but  \\dthout  obtaining  from  them  or  on  their 
behalf  the  applicable  deductible  and  coinsurance  amounts  in  addition 
to  the  part  B  payments. 

Section  226(a)(2)  of  the  bill  adds  to  section  1833(d)  of  the  act  a 
new  clause  (3)  to  provide  that  expenses  incurred  under  the  supple- 
mentary medical  insurance  program  for  phj^sicians'  services  which  are 
reimbursed  on  the  basis  of  100  percent  of  reasonable  cost  to  the  hospi- 
tal or  medical  service  organization  incurring  such  cost  \\dll  not  be 
taken  into  account  for  purposes  of  meeting  the  annual  $50  deductible 
under  that  program. 
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Section  226(b)  of  the  bill  provides  that  where  the  faculty  of  a  medical 
school  provides  services  in  a  hospital  which  would  be  reimbursable 
under  part  A  of  title  XVIII  if  furnished  directly  by  the  hospital  and 
the  hospital  pays  to  the  medical  school  on  account  of  such  services 
less  than  the  reasonable  cost  of  such  services  to  the  school,  the  reason- 
able cost  of  such  services  to  the  medical  school  will  be  included  in 
determining  the  reasonable  cost  to  the  hospital  of  furnishing  services 
covered  under  part  A. 

Section  226(c)  of  the  bill  provides  that  the  amendments  made  by 
section  226  (a)  will  apply  to  bills  submitted  and  requests  for  payment 
made  after  the  date  of  enactment  of  the  bill,  and  that  the  amendments 
made  by  section  226(b)  will  be  effective  for  accounting  periods  begin- 
ning after  such  date. 

SECTION  227.  AUTHORITY  OF  SECRETARY  TO  TERMINATE  PAYMENTS  TO 
SUPPLIERS  OF  SERVICES 

Section  227(a)  of  the  bill  amends  section  1862  of  the  Social  Security 
Act  (as  otherwise  amended  by  the  bill)  by  adding  a  new  subsection  (d) 
which  provides  that  no  payment  may  be  made  under  either  part  A 
or  part  B  of  title  XVIII  for  items  or  services  furnished  by  a  person 
whom  the  Secretary  determines  (1)  has  made  or  caused  to  be  made 
false  statements  or  misrepresentations  of  fact  for  use  in  applying  for 
payment  or  determining  the  right  to  a  payment  under  the  medicare 
program ;  (2)  has  submitted  or  caused  to  be  submitted  bills  or  requests 
for  payment  containing  charges  (or  costs)  which  the  Secretary,  with 
the  concurrence  of  the  program  review  team  (discussed  below),  finds  to 
be  substantially  in  excess  of  such  person's  customary  charges  (or 
costs)  unless  there  is  good  cause  for  such  charges  (or  costs);  or  (3) 
has  furnished  services  or  supplies  which  the  Secretary,  with  the  con- 
currence of  the  physicians  or  other  professional  health  personnel  of  the 
program  review  team,  determines  are  substantially  in  excess  of  the 
needs  of  or  are  harmful  to  individuals,  or  are  of  grossly  inferior  quality. 
The  determinations  of  the  Secretary  pursuant  to  these  provisions  are 
to  be  effective  after  there  has  been  given  such  reasonable  notice  to  the 
public  and  the  person  involved  as  may  be  specified  in  regulations.  The 
stoppage  of  payment  is  to  be  effective  with  respect  to  services  fur- 
nished on  or  after  the  effective  date  of  the  determination  (except  in  the 
case  of  a  hospital,  extended  care  facility,  and  home  health  agency,  for 
which  the  determination  would  be  effective  in  the  manner  provided  for 
terminations  of  agreements  under  section  1866(b)  (3)  and  (4))  and  will 
continue  until  the  Secretary  finds  that  the  abuses  which  led  to  the 
decision  have  ceased  and  there  is  reasonable  assurance  that  they  will 
not  recur.  Any  person  furnishing  services  who  is  dissatisfied  with  the 
Secretary's  decision  is  entitled  to  a  hearing  by  the  Secretary  and  to 
judicial  review  of  the  Secretary's  decision. 

The  new  section  1862(d)  also  provides  for  the  establishment  by  the 
Secretary,  in  each  State,  of  one  or  more  program  review  teams.  In 
appointing  these  teams  the  Secretary  will  consult  with  State  and 
local  professional  societies,  carriers  and  intermediaries,  and  consumer 
representatives.  The  duties  of  the  teams  will  include  (1)  the  review  of 
statistical  data  on  program  utilization  furnished  by  the  Secretary; 
(2)  the  submission  of  periodic  reports  to  the  Secretary  concerning  this 
review  together  with  any  recommendations  they  may  have  concerning 
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it;  (3)  the  review  of  particular  cases  where  there  is  a  likelihood  of 
abuse;  and  (4)  the  submission  to  the  Secretary  of  periodic  reports 
concerning  such  review,  together  with  their  analyses  and  recom- 
mendations. 

Section  227(b)  of  the  bill  amends  section  1866(b)(2)  of  the  act  to 
provide  that  the  Secretary  may  terminate  an  agreement  with  a  pro- 
vider of  services  under  the  medicare  program  if  he  determines  that 
the  provider  (1)  has  made  or  caused  to  be  made  false  statements  or 
misrepresentations  of  fact  for  use  in  applying  for  payment  or  deter- 
mining the  right  to  a  payment  under  that  program;  (2)  has  submitted 
or  caused  to  be  submitted  requests  for  payment  for  services  which 
are  substantially  in  excess  of  the  costs  incurred  in  rendering  such 
services;  or  (3)  has  furnished  services  or  supplies  which  the  Secretary, 
with  the  concurrence  of  the  physicians  or  other  professional  health 
personnel  of  the  program  review  team,  determines  are  substantially 
in  excess  of  the  needs  of  or  are  harmful  to  individuals,  or  are  of  grossly 
inferior  quality. 

Section  227(c)  of  the  bill  amends  section  1903(g)  of  the  act  (as 
added  by  section  224(b)  of  the  bill)  to  provide  that  no  payment  may 
be  made  by  the  Federal  Government  to  a  State  for  amounts  paid  for 
items  or  services  furnished  after  June  1970  under  a  State  plan  for 
medical  assistance  which  are  (1)  in  excess  of  the  reasonable  charge  as 
determined  under  the  third,  fourth,  and  fifth  sentences  of  section 
1842(b)(3)  (as  added  by  the  bill),  or  (2)  precluded  from  payment 
under  title  XVIII  because  of  a  determination  of  the  Secretary  pursuant 
to  the  new  section  1862(d)(1)  or  under  the  new  clause  (D),  (E),  or  (F) 
of  section  1866(b)(2). 

Section  227(d)  of  the  bill  amends  section  506(f)  of  the  act  to 
provide  that  no  payment  may  be  made  by  the  Federal  Government 
to  a  State  for  amounts  paid  for  items  or  services  furnished  under  a 
State  plan  for  maternal  and  child  health  services  and  services  for 
crippled  children  which  are  (1)  in  excess  of  the  reasonable  charge  as 
determined  under  the  third,  fourth,  and  fifth  sentences  of  section 
1842(b)(3)  (as  added  by  the  bill),  or  (2)  precluded  from  payment 
under  title  XVIII  because  of  a  determination  by  the  Secretary  pur- 
suant to  the  new  section  1862(d)(1)  or  under  the  new  clause  (D),  (E), 
or  (F)  of  section  1866(b)(2). 

SECTION    228.     ELIMINATION    OF    REQUIREMENT    THAT    STATES  MOVE 
TOWARD   COMPREHENSIVE  MEDICAID  PROGRAMS 

Section  228  of  the  bill  repeals  section  1903(e)  of  the  Social  Security 
Act  (and  section  2(b)  of  Public  Law  91-36)  so  as  to  remove  the  re- 
quirement that  each  State  make  "sl  satisfactory  showing  that  it  is 
making  efforts  in  the  direction  of  broadening  the  scope  of  the  care 
and  services  made  available  under  the  plan  and  in  the  direction  of 
liberalizing  the  eligibility  requirements  for  medical  assistance,  with 
a  view  toward  furnishing  by  July  1,  1975,  comprehensive  care  and 
services  to  substantially  all  individuals  who  meet  the  plan's  eligibility 
standards". 
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SECTION  229.  DETERMINATION  OF  REASONABLE  COST  OF  INPATIENT 
HOSPITAL  SERVICES  UNDER  MEDICAID  AND  MATERNAL  AND  CHILD 
HEALTH  PROGRAMS 

Section  229(a)  of  the  bill  amends  section  1902(a) (13)  of  the  Social 
Security  Act  to  authorize  States  to  develop  their  own  methods  and 
standards  for  determining  the  reasonable  cost  of  inpatient  hospital 
care  for  medicaid  eligibles,  subject  to  the  condition  that  (1)  hospitals 
and  private  patients  may  not  be  required  to  bear  the  cost  of  care  for 
those  under  the  plan  nor  may  the  plan  be  required  to  pay  for  services 
to  those  not  covered  by  the  plan,  and  (2)  reimbursement  by  the  States 
may  in  no  case  exceed  the  amount  which  would  be  determined  to  be 
the  reasonable  cost  of  the  inpatient  hospital  services  under  title  XVllI. 

Section  229(b)  of  the  bill  amends  section  505(a)(6)  of  the  act  to 
give  States  the  same  authority  (to  develop  their  own  methods  and 
standards  for  determining  the  reasonable  cost  of  inpatient  hospital 
care,  subject  to  the  specified  conditions)  under  their  maternal  and 
child  health  plans. 

Section  229(c)  provides  that  these  amendments  will  be  effective 
July  1,  1971  (or  earlier  if  the  State  plan  so  provides). 

SECTION  230.  AMOUNT  OF  PAYMENTS  WHERE  CUSTOMARY  CHARGES  FOR 
SERVICES  FURNISHED  ARE  LESS  THAN  REASONABLE  COST 

Section  230(a)  of  the  bill  amends  section  1814(b)  of  the  Social 
Security  Act  to  provide  that  payments  to  nonpublic  providers  of 
services  under  the  hospital  insurance  program  will,  subject  to  the 
applicable  deductible  and  coinsurance  provisions,  be  the  lesser  of 
the  reasonable  cost  of  the  services  as  determined  under  section  1861  (v) 
of  the  act  or  the  customary  charges  for  the  services.  If  the  services 
are  furnished  free  or  at  only  nominal  charge  by  a  public  provider  of 
services,  such  payments  will  be  determined  on  the  basis  of  those  items 
(specified  in  regulations)  included  in  the  determination  of  the  reason- 
able cost  which  the  Secretary  finds  will  provide  fair  compensation 
for  the  services. 

Section  230(b)  of  the  bill  amends  section  1833(a)(2)  of  the  act  to 
provide  that  payments  under  the  medical  insurance  program  to  non- 
public providers  of  services  will  be  80  percent  of  the  lesser  of  the 
reasonable  cost  of  the  services  as  determined  under  section  1861  (v)  or 
the  customary  charges  for  the  services.  Public  providers  which  furnish 
services  free  or  at  nominal  charge  will  be  reimbursed  at  80  percent  of 
reasonable  cost  as  determined  under  section  1814(b)(2)  of  the  act. 

Section  1833(c)  of  the  bill  amends  section  1903(g)  of  the  act  (as 
otherwise  amended  by  the  bill)  to  provide  a  similar  basis  for  payments 
to  States  under  their  plans  established  and  approved  under  title  XIX 
of  the  act. 

Sections  230(d)  and  230(e)  of  the  bill  amend  section  506(f)  and 
section  509(a)  of  the  act  (as  otherwise  amended  by  the  bill)  to  pro- 
vide a  similar  basis  for  payments  to  States  for  items  and  services 
reimbursable  under  title  V  of  the  act. 

Section  230(f)  of  the  bill  provides  that  the  amendments  made  by 
section  230  (a)  and  (b)  will  apply  to  services  furnished  by  hospitals, 
extended  care  facilities,  and  home  health  agencies  in  accounting  pe- 
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riods  beginning  after  June  30,  1970,  and  that  the  amendments  made 
by  section  230  (c),  (d),  and  (e)  will  apply  to  services  furnished  in 
calendar  quarters  beginning  after  June  30,  1970. 

SECTION   231.    INSTITUTIONAL    PLANNING   UNDER    MEDICARE  PROGRAM 

Section  231(a)  of  the  bill  amends  section  1861(e)  of  the  Social 
Security  Act  to  require  an  institution  to  have  in  effect  an  overall 
plan  and  budget  in  order  to  qualify  as  a  hospital  under  the  medicare 
program. 

Section  231(b)  of  the  bill  amends  section  1861(f)(2)  of  the  act  to 
impose  a  similar  requirement  with  respect  to  psychiatric  hospitals. 

Section  231(c)  of  the  bill  amends  section  1861(g)(2)  of  the  act  to 
impose  a  similar  requirement  with  respect  to  tuberculosis  hospitals. 

Section  231(d)  of  the  bill  amends  section  1861  (j)  of  the  act  to  impose 
a  similar  requirement  with  respect  to  extended  care  facilities. 

Section  231(e)  of  the  bill  amends  section  1861  (o)  of  the  act  to 
impose  a  similar  requirement  with  respect  to  home  health  agencies. 

Section  231(f)  of  the  bill  further  amends  section  1861  of  the  act  by 
adding  a  new  subsection  (z) ,  which  defines  an  overall  plan  and  budget 
as  one  that  provides  for  a  detailed  annual  operating  budget,  provides 
for  a  capital  expenditure  plan  for  at  least  a  3-year  period  which  in- 
cludes all  anticipated  capital  expenditures  in  excess  of  $100,000,  is 
reviewed  and  updated  annually,  and  is  prepared  by  a  committee 
consisting  of  representatives  of  the  administrative  staff,  the  medical 
staff,  and  the  governing  body  of  the  institution  involved. 

Section  231(g)  of  the  bill  amends  sections  1814(a)(2)(C),  1814(a) 
(2)(D),  and  1863  of  the  act  to  make  conforming  changes. 

Section  231(h)  of  the  bill  amends  section  1865  of  the  act  to  proyide 
that  if  the  Joint  Commission  on  Accreditation  of  Hospitals  requires 
hospitals  to  have  institutional  plans  as  defined  in  the  new  section 
1861  (z)  as  a  condition  of  accreditation,  all  hospitals  accredited  by 
the  Commission  may  be  considered  as  satisfying  the  new  section 
1861(e)(8). 

Section  231  (i)  of  the  bill  provides  that  these  amendments  will 
apply  with  respect  to  any  provider  of  services  for  its  fiscal  years 
beginning  after  the  fifth  month  following  the  month  in  which  this 
act  is  enacted. 

SECTION  232.  PAYMENTS  TO  STATES  UNDER  MEDICAID  PROGRAMS  FOR 
INSTALLATION  AND  OPERATION  OF  CLAIMS  PROCESSING  AND  INFOR- 
MATION RETRIEVAL  SYSTEMS 

Section  232(a)  of  the  bill  amends  section  1903(a)  of  the  Social 
Security  Act  by  inserting  a  new  paragraph  (3)  which  authorizes  90- 
percent  Federal  matching  to  enable  States  to  design,  develop,  and 
install  mechanized  claims  processing  and  information  retrieval  systems 
deemed  necessary  by  the  Secretary  to  provide  efficient  and  economical 
administration  of  their  medicaid  plans  and  to  be  compatible  with 
claims  processing  and  retrieval  systems  utilized  in  the  administration  of 
title  XVIII,  including  matching  of  the  State's  share  of  the  cost  of 
installing  such  a  system  to  be  used  jointly  in  the  administration  of 
such  State's  plan  and  that  of  any  other  State  approved  under  title 
XIX. 
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The  new  section  1903(a)(3)  also  authorizes  75-percent  Federal 
matching  of  administrative  expenses  incurred  in  the  operation  of  such 
systems  if  they  are  approved  by  the  Secretary  and  have  the  capacity 
to  provide  basic  information  to  recipients  on  services  paid  for  by  the 
program,  including  the  names  of  the  providers  furnishing  services  to 
such  recipients,  the  dates  on  which  such  services  were  furnished,  and 
the  amount  of  the  payment  made. 

Section  232  (b)  of  the  bill  provides  that  this  amendment  will  apply  to 
medicaid  expenditures  made  after  June  30,  1970. 

SECTION    233.    ADVANCE    APPROVAL    OF    EXTENDED    CARE    AND  HOME 
HEALTH  COVERAGE  UNDER  MEDICARE  PROGRAM 

Section  233(a)  of  the  bill  amends  section  1862  of  the  Social  Security 
Act  (as  otherwise  amended  by  the  bill)  by  adding  a  new  subsection  (e). 
Paragraph  (1)  of  the  new  subsection  (e)  provides  that  (1)  where  a 
patient's  physician  completes  the  certification  for  post-hospital 
extended  care  services  or  post-hospital  home  health  services  (which  is 
required  by  subpar.  (C)  or  (D)  of  sec.  1814(a)(2)  of  the  act)  for  a 
condition  Avhich  is  designated  in  regulations,  and  (2)  such  physician 
submits  to  the  extended  care  facility  prior  to  the  patient's  admission  a 
plan  for  furnishing  the  services  or  to  the  home  health  agency  prior  to 
the  first  visit  a  plan  specifying  the  type  and  frequency  of  the  services 
required,  and  (3)  there  is  compliance  with  such  additional  procedures 
and  requirements  as  may  be  prescribed  in  regulations,  then  the 
provisions  of  section  1862(a)(1)  (excluding  coverage  for  services 
which  are  not  reasonable  and  necessary  for  diagnosis  or  treatment  of 
an  illness  or  injury  or  to  improve  the  functioning  of  a  malformed 
body  member)  and  section  1862(a)(9)  (excluding  coverage  for 
custodial  care)  will  not  apply  for  the  conditions  and  related  periods 
of  time  prescribed  in  regulations.  An  exception  to  this  rule  is  made 
where,  in  the  case  of  extended  care  services,  a  finding  is  made  by  the 
facility's  utilization  review  committee  (under  sec.  1814(a)(7)  of 
the  act)  that  further  stay  in  the  facility  is  not  medically  necessary. 

Paragraph  (2)  of  the  new  section  1862(e)  provides  that,  in  specifying 
the  conditions  and  periods  of  time  described  above,  the  Secretary  will 
take  into  account  the  medical  severity  of  such  conditions,  the  periods 
for  which  such  conditions  generally  require  extended  care  or  home 
health  services,  the  length  of  stay  in  an  institution  generally  needed 
for  treatment,  and  other  j^ertinent  factors  affecting  the  type  of  care 
to  be  provided. 

Paragraph  (3)  of  the  new  section  1862(e)  provides  that  if  the  Secre- 
tary determines  that  a  physician  is  submitting  with  some  frequency 
erroneous  certifications  of  conditions  prescribed  in  regulations  or 
inappropriate  plans  of  treatment,  the  provisions  of  sections  1862(a)(1) 
and  1862(a)(9)  of  the  act  will,  after  the  date  of  such  determination, 
apply  to  patients  for  whom  such  physician  submits  certifications  or 
plans  notwithstanding  paragraph  (1)  of  the  new  section  1862(e). 

Section  233(b)  provides  that  this  amendment  will  be  effective  with 
respect  to  admissions  to  extended  care  facilities,  and  home  health 
plans  initiated,  on  and  after  January  1,  1971. 
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SECTION    234.  PROHIBITION    AGAINST    REASSIGNMENT    OF    CLAIMS  TO 

BENEFITS 

Section  234(a)  of  the  bill  amends  section  1842(b)  of  the  Social 
Security  Act  so  as  to  prohibit  payment  for  services  provided  under 
the  supplementary  medical  insurance  program  to  anyone  other  than 
the  individual  to  whom  the  services  were  provided  or  the  physician 
or  other  person  providing  the  services.  However,  payment  may  be 
made  to  the  employer  of  the  physician  or  other  person  providing  the 
services  if  such  physician  or  other  person  is  required  as  a  condition  of 
his  employment  to  turn  over  his  fee  for  such  services  to  his  employer; 
and  where  the  service  is  provided  in  a  hospital,  clinic,  or  other  facility 
payment  may  be  made  to  the  facility  if  there  is  a  contractual  arrange- 
ment between  the  physician  or  other  person  and  the  facility  under 
which  the  facility  submits  the  bill  for  such  services. 

Section  234(b)  amends  section  1902(a)  of  the  act  so  as  to  prohibit 
payment  for  services  provided  under  approved  State  medicaid  pro- 
grams to  anyone  other  than  the  physician,  dentist,  or  other  inde- 
pendent practitioner  who  provided  the  services.  However,  payment 
may  be  made  to  the  employer  of  such  physician,  dentist,  or  other  inde- 
pendent practitioner  if  he  is  required  as  a  condition  of  his  employment 
to  turn  over  his  fees  to  the  employer;  and  where  the  care  or  service 
to  turn  over  his  fee  for  such  services  to  the  employer;  and  where  the 
care  or  service  is  provided  in  a  hospital,  clinic,  or  other  facility  pay- 
ment may  be  made  to  the  facility  if  there  is  a  contractual  arrangement 
between  the  practitioner  and  the  facility  under  which  the  facility 
submits  the  bill  for  such  services. 

Section  234(c)  of  the  bill  provides  that  the  amendment  made  by 
section  234(a)  will  apply  with  respect  to  bills  submitted  and  requests 
for  payment  made  after  the  date  of  enactment  of  the  bill,  and  that 
the  amendment  made  by  section  234(b)  will  be  effective  July  1, 
1971,  or  earlier  if  the  State  plan  so  provides. 

SECTION  235.  UTILIZATION  REVIEW  REQUIREMENTS  FOR  HOSPITALS  AND 
SKILLED  NURSING  HOMES  UNDER  MEDICAID  AND  MATERNAL  AND 
CHILD  HEALTH  PROGRAMS 

Section  235(a)(1)  of  the  bill  amends  section  1903(g)  of  the  Social 
Security  Act  (as  added  and  othermse  amended  by  the  bill)  to  require 
as  a  condition  of  payment  under  the  medicaid  program  that  hospitals 
and  skilled  nursing  homes  participating  in  such  program  have  their 
medicaid  cases  reviewed  by  the  same  utilization  review  committee 
which  already  reviews  their  medicare  cases  or,  if  such  a  committee 
does  not  exist,  by  a  committee  which  meets  the  requirements  imposed 
by  section  1861  (k)  of  the  act  for  purposes  of  the  medicare  program. 

Section  235(a)(2)  of  the  bill  amends  section  1902(a) (30)  of  the  act 
to  make  a  conforming  change. 

Section  235(b)  of  the  bill  amends  section  506(f)  of  the  act  (as  added 
and  otherwise  amended  by  the  bill)  to  impose  with  respect  to  services 
provided  by  hospitals  and  skilled  nursing  homes  under  the  maternal 
and  child  health  program  (title  V  of  the  act)  the  same  utilization 
review  requirement  as  is  imposed  with  respect  to  services  under  the 
medicaid  program  under  the  amendment  made  by  section  235(a)(1). 
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Section  235(c)  of  the  bill  provides  that  the  amendments  made  by 
section  235(a)(  1)  and  (b)  will  apply  to  services  furnished  after  June  30, 
1971,  and  that  the  amendment  made  by  section  235(a)(2)  will  be  effec- 
tive July  1,  1971. 

SECTION  236.  ELIMINATION  OF  REQUIREMENT  THAT  COST-SHARING 
CHARGES  IMPOSED  ON  INDIVIDUALS  OTHER  THAN  CASH  RECIPIENTS 
UNDER  MEDICAID  BE  RELATED  TO  THEIR  INCOME 

Section  236(a)  of  the  bill  amends  section  1902(a)  (14)  of  the  Social 
Security  Act  to  eliminate  the  requirement  that  any  deductible  or  cost- 
sharing  charge  which  is  imposed  under  a  State  medicaid  plan  upon  a 
medically  indigent  recipient  must  be  related  to  such  recipient's  income 
or  his  income  and  resources.  (The  imposition  of  deductibles  or  cost- 
sharing  charges  upon  cash  assistance  recipients  continues  to  be  pro- 
hibited.) 

Section  236(b)  of  the  bill  provides  that  this  amendment  will  be  effec- 
tive January  1,  1971  (or  earlier  if  the  State  plan  so  provides). 

SECTION  237.  NOTIFICATION  OF  UNNECESSARY  ADMISSION  TO  A 
HOSPITAL  OR  EXTENDED  CARE  FACILITY  UNDER  MEDICARE  PROGRAM 

Section  237(a)  of  the  bill  amends  section  1814(a)(7)  of  the  Social 
Security  Act  to  include  among  the  cases  where  medicare  payments  are 
to  be  terminated  for  medically  unnecessary  services  those  cases  where 
the  services  involved  are  found  to  be  medically  unnecessary  by  a 
utilization  review  committee  or  group  in  the  course  of  its  sample  or 
other  review  of  admissions  to  a  hospital  or  extended  care  facility. 

Section  237(b)  of  the  bill  provides  that  this  amendment  will  be 
effective  with  respect  to  services  furnished  after  the  second  month 
following  the  month  in  which  the  bill  is  enacted. 

SECTION  238.  USE  OF  STATE  HEALTH  AGENCY  TO  PERFORM  CERTAIN 
FUNCTIONS  UNDER  MEDICAID  AND  MATERNAL  AND  CHILD  HEALTH 
PROGRAMS 

Section  238(a)  of  the  bill  amends  section  1902(a)(9)  of  the  Social 
Security  Act  to  require  State  medicaid  plans  to  provide  that  the 
State  health  agency  will  have  responsibility  for  establishing  and 
maintaining  health  standards  for  institutions  in  which  medicaid  re- 
cipients may  receive  care  or  services  (with  the  State  authority  or 
authorities  presently  referred  to  in  sec.  1902(a)(9)  retaining  re- 
sponsibility for  establishing  and  maintaining  standards  other  than 
those  relating  to  health  for  such  institutions) . 

Section  238(b)  of  the  bill  amends  section  1902(a)  of  the  act  by 
adding  (in  a  new  par.  (32))  a  new  plan  requirement  under  which 
the  State  health  agency  is  given  responsibility  for  establishing  a  plan 
for  the  review  by  professional  health  personnel  of  the  quality  and 
appropriateness  of  care  and  services  furnished  to  medicaid  recipients 
in  order  to  provide  guidance  to  the  State  medicaid  agency,  and  (in 
most  cases)  is  given  responsibility  for  determining  whether  institutions 
and  agencies  meet  the  applicable  requirements  for  participation  in  the 
medicaid  program. 

Section  238(c)  of  the  bill  amends  section  505(a)  of  the  act  by  adding 
(in  a  new  par.  (15))   substantially  the  same  new  plan  require- 
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ment  for  maternal  and  child  health  purposes  as  the  requirement 
added  for  medicaid  purposes  by  section  238(b). 

Section  238(d)  of  the  bill  provides  that  these  amendments  will  be 
effective  July  1,  1971. 

SECTION    239.    PAYMENTS    TO    HEALTH    MAINTENANCE  ORGANIZATIONS 

Section  239  (a)  of  the  bill  adds  to  title  XVIII  of  the  Social  Security 
Act  a  new  section  1876  providing  for  payments  to  health  maintenance 
organizations. 

Paragraph  (1)  of  the  new  section  1876(a)  authorizes  the  Secretary  to 
determine  hj  actuarial  methods  a  combined  part  A  and  B  prospective 
per  capita  rate  of  payment  to  health  maintenance  organizations.  Pay- 
ments are  to  be  made  for  services  provided  to  individuals  who  are  en- 
rolled in  such  organizations  and  are  also  entitled  to  hospital  insurance 
benefits  under  part  A  and  enrolled  for  medical  insurance  benefits  under 
part  B.  These  payments  are  in  lieu  of  amounts  that  would  othermse 
be  payablie  with  respect  to  such  individuals  under  sections  1814(b)  and 
1833(a)  of  the  act. 

Paragraph  (2)  of  the  new  section  1876(a)  provides  that  the  rate  of 
payment  to  such  an  organization  is  to  be  determvined  annually  in  ac- 
cordance vnih  regulations  established  by  the  Secretary.  This  rate  will 
take  into  account  the  health  maintenance  organization's  premiums  for 
its  other  enrollees  and  other  pertinent  factors  which  the  Secretary  may 
prescribe.  (Actuarial  adjustments  are  to  be  made  reflecting  the  differ- 
ence in  utilization  between  a  health  maintenance  organization's  mem- 
bers who  are  under  age  65  and  its  members  age  65  and  over.)  The  rate 
of  payment  is  not  to  exceed  95  percent  of  the  amount  the  Secretary 
estimates  would  be  paid  if  the  services  were  furnished  by  sources  other 
than  a  health  maintenance  organization. 

Paragraph  (3)  of  the  new  section  1876(a)  provides  that  the  payment 
to  health  maintenance  organizations  is  to  be  made  from  the  Federal 
hospital  insurance  trust  fund  and  the  Federal  supplementary  medical 
insurance  trust  fund.  The  portion  of  such  payment  to  be  made  from 
the  supplementary  medical  insurance  trust  fund  to  a  health  mainte- 
nance organization  for  a  month  will  be  equal  to  200  percent  of  the  prod- 
uct of  (A)  the  number  of  covered  enrollees  in  the  organization  in  such 
month  and  (B)  the  monthly  premium  rate  for  supplementary  medical 
insurance  for  that  month.  The  remainder  of  the  monthly  payment  will 
be  paid  from  the  hospital  insurance  trust  fund. 

The  new  section  1876(b)  defines  a  ''health  maintenance  organiza- 
tion" as  a  public  or  private  organization  which — 

(1)  provides,  directly  or  through  arrangements  with  others, 
health  services  to  enrolled  individuals  on  a  per  capita  prepayment 
basis ; 

(2)  provides  to  enrolled  individuals,  through  qualified  providers 
of  services,  all  of  the  services  and  benefits  covered  under  parts 
A  and  B  of  title  XVIII; 

(3)  provides  physicians'  services  directly  through  physicians 
who  are  either  employees  or  partners  of  the  organization  or  under 
an  arrangement  with  an  organized  group  ( or  groups)  of  physicians 
which  is  ( or  are)  reimbursed  for  services  on  the  basis  of  an  aggre- 
gate fixed  sum  or  on  a  per  capita  basis; 

(4)  demonstrates  to  the  satisfaction  of  the  Secretary  proof  of 
financial  responsibility  and  capability  to  provide  comprehensive 
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health  care  services  (including  institutional  services)  efficiently, 
effectively,  and  economically; 

(5)  has  enrolled  members  at  least  half  of  whom  are  under  age 
65; 

(6)  has  arrangements  that  assure  that  the  health  services  re- 
quired by  its  members  are  received  promptly  and  appropriately 
and  that  the  services  received  measure  up  to  quality  standards 
established  under  regulations  prescribed  by  the  Secretary;  and 

(7)  has  an  open  enrollment  period  at  least  once  every  2  years 
under  which  it  accepts  eligible  individuals,  without  underwriting 
restrictions,  on  a  first-come  first-accepted  basis  up  to  the  limit 
of  its  capacity. 

The  new  section  1876(c)  provides  that  the  benefits  provided  to  an 
individual  through  a  health  maintenance  organization  will  consist  of — 

(1)  services  described  in  sections  1812  and  1832  which  are 
furnished  by  such  organization  in  accordance  with  the  new  section 
1876(e); 

(2)  emergency  services  (as  defined  in  regulations)  furnished  to 
him  by  a  physician,  supplier,  or  provider  of  services  other  than 
the  health  maintenance  organization,  with  payment  being  made 
by  the  organization  on  the  individual's  behalf. 

The  new  section  1876(d)  provides  that  (subject  to  the  provisions  of 
section  1876(e))  every  individual  who  is  entitled  to  hospital  insurance 
benefits  under  part  A  and  who  is  enrolled  for  medical  insurance  bene- 
fits under  part  B  will  be  eligible  to  enroll  with  a  health  maintenance 
organization  which  serves  the  geographic  area  in  which  he  resides. 

The  new  section  1876(e)  provides  that  regulations  are  to  be  pre- 
scribed to  govern  enrollment  and  termination  of  enrollment  with  a 
health  maintenance  organization. 

The  new  section  1876(f)  provides  that  an  individual  enrolled  with 
a  health  maintenance  organization  is  entitled  to  a  hearing  before  the 
Secretary  (to  the  same  extent  as  is  provided  in  section  205(b)  of  the 
act)  if  the  amount  in  controversy  is  $100  or  more  and  the  individual 
is  dissatisfied  because  of  his  failure  to  receive  without  additional  cost 
any  health  service  to  which  he  believes  he  is  entitled.  In  any  such 
hearing  the  Secretary  will  make  the  health  maintenance  organization 
a  party  thereto.  If  the  amount  in  controversy  is  $1,000  or  more,  the 
individual  or  the  health  maintenance  organization  will  be  entitled  to 
judicial  review  of  the  Secretary's  final  decision. 

Paragraph  (1)  of  the  new  section  1876(g)  provides  that  if  the  health 
maintenance  organization  provides  only  the  services  described  in 
section  1876(c),  its  premium  rate  may  not  exceed  the  actuarial  value 
of  the  cost-sharing  provisions  applicable  under  part  A  and  part  B. 

Paragraph  (2)  of  the  new  section  1876(g)  provides  that  if  the  health 
maintenance  organization  provides  additional  services  it  will  furnish 
its  enrollees  with  information  as  to  the  division  of  its  premium  rate 
between  the  portion  for  the  additional  services  and  the  portion  for 
the  services  described  in  section  1876(c);  the  latter  portion  may  not 
exceed  the  actuarial  value  of  the  cost-sharing  provisions  applicable 
under  part  A  and  part  B. 

Section  239(b)  of  the  bill  amends  section  1866  of  the  act  by  adding 
at  the  end  a  new  subsection  (f)  which  provides  that  the  term  ''provider 
of  services"  is  to  include  a  health  maintenance  organization  if  it  meets 
the  requirements  of  the  new  section  1876. 
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Section  239(c)  of  the  bill  provides  that  any  health  maintenance 
organization  which  has  entered  into  an  agreement  with  the  Secretary 
pursuant  to  section  1866  of  the  act  will  be  entitled  to  payment  only  as 
provided  in  the  new  section  1876;  the  provisions  of  section  1833  of 
the  act  do  not  apply. 

Section  239(d)  of  the  bill  provides  that  the  effective  date  of  any 
agreement  with  a  health  maintenance  organization  will  be  specified 
in  the  agreement  pursuant  to  regulations. 

Section  239(e)  of  the  bill  amends  sections  1814(a),  1833(a),  and 
1866(b)(2)  of  the  act  to  make  conforming  changes. 

Section  239(f)  of  the  bill  provides  that  these  amendments  will  be 
effective  with  respect  to  services  provided  on  or  after  January  1,  1971. 

Part  C — Miscellaneous  and  Technical  Provisions 

section  251.  coverage  prior  to  application  for  medical  assistance 

Section  251(a)  of  the  bill  amends  section  1902(a)  of  the  Social 
Security  Act  by  adding  (in  a  new  paragraph  (33))  a  new  requirement 
under  which  State  medicaid  plans  must  provide  for  payments  of 
medical  assistance  where  care  or  services  included  under  the  plan  were 
furnished  in  or  after  the  third  month  prior  to  the  month  of  applica- 
tion for  individuals  who  were  otherwise  eligible  when  the  care  or  ser- 
vices were  received. 

Section  251(b)  of  the  bill  provides  that  this  amendment  will  be 
effective  July  1,  1971. 

SECTION  252.  HOSPITAL  ADMISSIONS  FOR  DENTAL  SERVICES  UNDER  THE 

MEDICARE  PROGRAM 

Section  252(a)  of  the  bill  amends  section  1814(a)(2)  of  the  Social 
Security  Act  by  adding  a  new  subparagraph  (E)  which  provides  that, 
in  order  to  receive  payment  for  inpatient  hospital  services  in  con- 
nection Avith  a  dental  procedure,  a  physician  must  certify  that  the 
patient  suffers  from  impairments  which  are  of  such  severity  that  he 
requires  hospitalization. 

Section  252(b)  of  the  bill  amends  section  1861(r)  of  the  act  to 
provide  that  a  doctor  of  dentistry  or  of  dental  or  oral  surgery  may 
make  the  certification  described  in  the  new  subparagraph  (E)  of 
section  1814(a)(2). 

Section  252(c)  of  the  bill  amends  section  1862(a)  (12)  of  the  act  to 
make  it  clear  that  payment  under  part  A  for  inpatient  hospital  services 
in  connection  with  dental  procedures  will  not  be  excluded  from 
coverage  when  the  patient  suffers  from  severe  impairments  which 
require  that  he  be  hospitalized. 

Section  252(d)  of  the  bill  provides  that  these  amendments  will  be 
effective  with  respect  to  admissions  occurring  after  the  second  month 
following  the  month  of  enactment. 

SECTION  253.  EXEMPTION  OF  CHRISTIAN  SCIENCE  SANATORIUMS  FROM 
CERTAIN  NURSING  HOME  REQUIREMENTS  UNDER  MEDICAID  PROGRAMS 

Section  253(a)  of  the  bill  amends  section  1902(a)  of  the  Social 
Security  Act  to  exclude  Christian  Science  sanatoriums  from  the  terms 
''skilled  nursing  home"  and  ''nursing  home"  for  specified  medicaid 
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purposes  and  thereby  to  exempt  them  from  the  requirements  estab- 
lished for  skilled  nursing  homes  which  relate  to  medical  practices 
and  activities  such  as  maintaining  an  organized  nursing  service 
under  the  direction  of  a  registered  nurse,  maintaining  detailed  medical 
records,  having  diagnostic  and  other  service  arrangements  with 
general  hospitals,  and  having  a  skilled  nursing  home  administrator 
licensed  by  the  State.  States  are  relieved  of  the  requirement  that  they 
provide  regular  medical  review  and  periodic  inspections  of  the  care 
provided  in  Christian  Science  sanatoriums. 

Section  253(b)  of  the  bill  amends  section  1908(g)(1)  of  the  act 
(relating  to  State  programs  for  licensing  nursing  home  administrators) 
to  provide  that  the  term  ' 'nursing  home"  contained  therein  does  not 
include  Christian  Science  sanatoriums. 

Section  253(c)  of  the  bill  provides  that  these  amendments  will  be 
effective  upon  the  enactment  of  the  bill. 

SECTION  254.  PHYSICAL  THERAPY  SERVICES  UNDER  MEDICARE  PROGRAM 

Section  254(a)(1)  of  the  bill  amends  section  1861(p)  of  the  Social 
Security  Act  to  include,  as  part  of  ' 'outpatient  physical  therapy 
services,"  physical  therapy  services  furnished  by  a  licensed  physical 
therapist  in  his  office  or  in  the  patient's  home  if  such  services  are 
furnished  in  accordance  with  regulations  including  such  conditions 
relating  to  health  and  safety  as  the  Secretary  finds  necessary. 

Section  254(a)  (2)  and  (3)  amend  section  1833  of  the  act  (as  other- 
wise amended  by  the  bill)  to  provide  that  no  more  than  $100  in  any 
calendar  year  may  be  considered  as  incurred  expenses  for  purposes 
of  payments  for  the  physical  therapy  services  described  in  the  amend- 
ment made  by  section  254(a)(1),  and  that  reimbursement  will  be  on 
the  basis  of  the  reasonable  charges  for  such  services. 

Section  254(a)(4)  amends  section  1832(a)(2)(C)  of  the  act  to  pro- 
vide that  the  services  described  in  the  amendment  made  by  section 
254(a)(1)  will  not  be  considered  as  outpatient  physical  therapy 
services  benefit  for  which  reimbursement  may  only  be  made  on  behalf 
of  the  entitled  beneficiary;  thus  reimbursement  may  either  be  made 
directly  to  the  beneficiary  for  the  incurred  expenses  or  on  his  behalf 
(upon  assignment  by  him)  to  the  physical  therapist  who  furnished 
the  services. 

Section  254(b)  of  the  bill  amends  section  1861(p)  of  the  act  (as 
otherwise  amended  by  the  bill)  to  provide  that  ''outpatient  physical 
therapy  services"  include  physical  therapy  services  furnished  by  a 
hospital  or  extended  care  facility  to  an  inpatient  of  such  institution. 

Section  254(c)  of  the  bill  amends  section  1861  (v)  of  the  act  by 
adding  a  new  paragraph  providing  that  the  payment  for  physical 
therapy  services  furnished  by  a  provider  of  services,  or  by  a  clinic, 
rehabilitation  agency,  or  public  health  agency,  or  by  others  under 
arrangements  with  such  a  provider,  agency,  or  organization,  may  not 
exceed  the  amount  that  would  reasonably  have  been  paid  as  salary 
if  the  services  had  been  performed  by  an  employee. 

Section  254(d)  of  the  bill  provides  that  the  amendments  made  by 
sections  254(a)  and  254(b)  will  apply  with  respect  to  services  furnished 
after  December  31,  1970,  and  that  the  amendments  made  by  section 
254(c)  will  apply  with  respect  to  provider  accounting  periods  begin- 
ning after  the  enactment  of  the  bill. 
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SECTION  255.  EXTENSION  OF  GRACE  PERIOD  FOR  TERMINATION  OF  SUP- 
PLEMENTARY MEDICAL  INSURANCE  COVERAGE  WHERE  FAILURE  TO 
PAY  PREMIUMS  IS  DUE  TO  GOOD  CAUSE 

Section  255(a)  of  the  bill  amends  section  1838(b)  of  the  Social 
Security  Act  (which  presently  provides  that  termination  of  coverage 
under  the  supplementary  medical  insurance  program  for  nonpayment 
of  premiums  shall  be  deferred  for  a  grace  period  not  in  excess  of  90 
days  during  which  overdue  premiums  may  be  paid  and  coverage 
continued)  to  authorize  the  extension  of  the  grace  period  for  an  addi- 
tional 90  days  where  the  Secretary  determines  that  there  was  good 
cause  for  failure  to  pay  the  overdue  premiums  within  the  initial  90- 
day  period. 

Section  255(b)  provides  that  this  amendment  will  apply  with 
respect  to  nonpayment  of  premiums  becoming  due  and  payable  on  or 
after  the  date  of  enactment  of  the  bill.  For  purposes  of  the  amend- 
ment any  premium  which  became  due  and  payable  within  the  90-day 
period  immediately  preceding  the  date  of  enactment  is  considered  as 
becoming  due  and  payable  as  of  such  date. 

SECTION  256.  EXTENSION  OF  TIME  FOR  FILING  CLAIM  FOR  SUPPLEMEN- 
TARY MEDICAL  INSURANCE  BENEFITS  WHERE  DELAY  IS  DUE  TO  AD- 
MINISTRATIVE ERROR 

Section  256(a)  of  the  bill  amends  section  1842(b)(3)  of  the  Social 
Security  Act  to  provide  that  a  bill  submitted  or  a  request  for  pay- 
ment made  after  the  close  of  the  calendar  year  following  the  year  in 
which  the  related  service  was  furnished  may  be  honored  notwith- 
standing the  lapse  of  time  if  the  delay  in  submitting  the  bill  or  in 
requesting  the  payment  is  due  to  error  or  misrepresentation  of  the 
Government  or  one  of  its  agents  and  if  the  bill  is  submitted  or  the 
request  for  payment  is  made  as  soon  as  possible  after  the  fact  of  such 
error  or  misrepresentation  is  established. 

Section  256(b)  of  the  bill  provides  that  this  amendment  will  apply 
with  respect  to  bills  submitted  and  requests  for  payment  made  after 
March  1968. 

section  257.  waiver  of  enrollment  period  requirements  where 
individual's  rights  were  prejudiced  by  administrative  error 
or  inaction 

Section  257(a)  of  the  bill  amends  section  1837  of  the  Social  Security 
Act  by  adding  a  new  subsection  (f),  providing  that  where  the  Secre- 
tary finds  that  an  individual's  enrollment  or  nonenrollment  in  the 
supplementary  medical  insurance  program  is  unintentional,  inadvert- 
ent, or  erroneous  because  of  the  error,  misrepresentation,  or  inaction 
of  a  departmental  officer,  employee,  or  agent,  the  Secretary  may  take 
such  action  as  may  be  necessary  to  correct  or  eliminate  the  effects  of 
such  error,  misrepresentation,  or  inaction  (including  the  designation 
for  such  individual  of  a  special  initial  or  subsequent  enrollment  pe- 
riod, with  a  coverage  period  determined  on  the  basis  thereof  and  with 
appropriate  adjustments  of  premiums). 

Section  257(b)  of  the  bill  provides  that  this  amendment  will  be 
effective  as  of  July  1,  1966. 
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SECTION  258.  ELIMINATION  OF  PROVISIONS  PREVENTING  ENROLLMENT 
IN  SUPPLEMENTAL  MEDICAL  INSURANCE  PROGRAM  MORE  THAN  THREE 
YEARS  AFTER  FIRST  OPPORTUNITY 

Section  258  of  the  bill  amends  section  1837(b)  of  the  Social  Security 
Act  to  permit  eligible  individuals  to  enroll  or  reenroU  in  the  supple- 
mentary medical  insurance  program  during  any  prescribed  general 
enrollment  period  by  eliminating  the  requirement  that  an  individual 
must  enroll  (or  reenroll  after  termination  of  a  previous  enrollment) 
within  3  years  following  the  close  of  his  initial  enrollment  period  (or 
following  the  effective  date  of  such  termination) .  The  restriction  that 
no  individual  may  enroll  in  the  supplementary  medical  insurance 
program  more  than  twice  is  retained. 

SECTION  259.  WAIVER  OF  RECOVERY  OF  INCORRECT  PAYMENTS  FROM 
SURVIVOR  WHO   IS  WITHOUT   FAULT  UNDER   MEDICARE  PROGRAM 

Section  259(a)  of  the  bill  amends  section  1870(c)  of  the  Social  Se- 
curity Act  (which  presently  provides  that  with  respect  to  an  over- 
payment there  will  be  no  adjustment  as  required  under  section  1870(b) 
of  the  act  (or  recovery)  in  any  case  in  which  the  individual  to  whom 
the  incorrect  payment  was  made  is  without  fault  and  where  such 
adjustment  (or  recovery)  would  defeat  the  purpose  of  title  II  of  the 
act  or  would  be  against  equity  and  good  conscience)  to  make  its  pro- 
visions applicable  to  any  person  who  is  without  fault  and  subject  to 
adjustment  as  provided  for  in  section  1870(b)(4)  of  the  act. 

Section  259(b)  of  the  bill  provides  that  this  amendment  will  apply 
with  respect  to  waiver  actions  considered  after  the  date  of  enactment 
of  the  bill. 

SECTION  260.  REQUIREMENT  OF  MINIMUM  AMOUNT  OF  CLAIM  TO 
ESTABLISH  ENTITLEMENT  TO  HEARING  UNDER  SUPPLEMENTARY 
MEDICAL  INSURANCE  PROGRAM 

Section  260(a)  of  the  bill  amends  section  1842(b)(3)(C)  of  the 
Social  Security  Act  (which  presently  provides  that  enrollees  in  the 
supplementary  medical  insurance  program  will  be  granted  fair  hearings 
by  the  carrier  in  cases  where  requests  for  payment  are  denied  or 
are  not  acted  upon  with  reasonable  promptness  or  when  the  amount 
of  payment  is  in  controversy)  to  provide  that  a  minimum  amount  of 
$100  must  be  at  issue  before  such  a  hearing  will  be  granted. 

Section  260(b)  of  the  bill  provides  that  this  amendment  will  apply 
with  respect  to  hearings  requested  after  the  date  of  enactment  of  the 
bill. 

SECTION  261.  COLLECTION  OF  SUPPLEMENTARY  MEDICAL  INSURANCE 
PREMIUMS  FROM  INDIVIDUALS  ENTITLED  TO  BOTH  SOCIAL  SECURITY 
AND  RAILROAD  RETIREMENT  BENEFITS 

Sections  261  (a),  (b),  (c),  and  (d)  of  the  bill  amend  sections  1840 
and  1841  of  the  Social  Security  Act  to  provide  that  a  railroad  retire- 
ment beneficiary's  monthly  supplementary  medical  insurance  pre- 
miums will  be  deducted  from  his  railroad  retirement  pension  regardless 
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of  any  entitlement  he  may  have  to  monthly  benefits  under  title  II 
of  the  act. 

Section  261(e)  of  the  bill  amends  section  1841  of  the  act  by  adding 
a  new  subsection  (i)  providing  that  the  Managing  Trustee  of  the 
Supplementary  Medical  Insurance  Trust  Fund  is  to  reimburse  the 
Railroad  Retirement  Board  from  the  trust  fund  in  such  amounts  as 
the  Secretary  of  Health,  Education,  and  Welfare  determines  to  be 
equal  to  the  costs  incurred  by  the  Board  in  making  the  premium 
deductions. 

Section  261(f)  of  the  bill  provides  that  these  amendments  will  apply 
with  respect  to  premiums  becoming  due  and  payable  after  the  fourth 
month  following  the  month  of  enactment  of  the  bill. 

SECTION  262.   PAYMENT  FOR  CERTAIN   II\PATIE?^T  HOSPITAL  SERVICES 
FURNISHED  OUTSIDE  THE  UNITED  STATES 

Section  262(a)  of  the  bill  amends  section  1814(f)  of  the  Social  Se- 
curity Act  to  make  medicare  benefits  payable  for  inpatient  hospital 
services  furnished  outside  the  United  States  in  cases  where  the  bene- 
ficiary is  a  resident  of  the  United  States  and  the  foreign  hospital  is 
closer  to,  or  substantially  more  accessible  from,  his  residence  than  the 
nearest  hospital  in  the  United  States  which  was  suitable  and  available 
for  his  treatment.  Such  benefits  are  to  be  payable  without  regard  to 
whether  an  emergency  existed  or  where  the  illness  or  accident  occurred. 
(In  present  law  section  1814(f)  limits  payment  to  emergencies  occur- 
ring ^\'ithin  the  United  States.)  Payment  for  covered  hospital  services 
furnished  outside  the  United  States  would  be  made  essentially  on  the 
same  basis  as  payment  for  emergency  services  furnished  by  a  non- 
participating  hospital  within  the  United  States. 

Section  262(b)  of  the  bill  amends  section  1861(e)  of  the  act  to  provide 
that  medicare  benefits  payable  under  the  amended  section  1814(f) 
will  be  payable  only  with  respect  to  inpatient  services  furnished  by  a 
hospital  which  has  been  accredited  by  the  Joint  Commission  on  Ac- 
creditation of  Hospitals  or  by  a  hospital-approval  program  having 
essentially  comparable  standards. 

Section  262(c)  of  the  bill  makes  a  conforming  change  in  section 
1862(a)(4)  of  the  act  ^ 

Section  262(d)  of  the  bill  provides  that  these  amendments  will  be 
applicable  to  services  furnished  with  respect  to  admissions  occurring 
after  December  31,  1970. 

SECTION  263.  STUDY  OF  CHIROPRACTIC  COVERAGE 

Section  263  of  the  bill  directs  the  Secretary  of  Health,  Education, 
and  Welfare  (utilizing  his  authority  under  section  1110  of  the  Social 
Security  Act)  to  conduct  a  study  of  the  coverage  of  services  performed 
by  chiropractors  under  State  medicaid  plans  approved  under  title 
XIX  of  the  Social  Security  Act  to  determine  whether,  and  to  what 
extent,  chiropractic  services  should  be  covered  under  part  B  of 
title  XVIII.  The  study  is  to  focus  on  the  limitations  which  should  be 
placed  upon  such  coverage  (including  payment  limitations)  and  is  to 
include  one  or  more  experimental,  pilot,  or  demonstration  projects 
designed  to  assist  in  providing  under  controlled  conditions  the  infor- 
mation necessary  to  achieve  the  objectives  of  the  study.  The  Secretary 
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is  to  report  the  results  of  the  study  to  the  Congress  within  2  years 
after  the  date  of  enactment  of  the  bill,  together  with  his  findings  and 
recommendations  based  on  the  study,  and  on  other  relevant  informa- 
tions. 

TITLE  III— MISCELLANEOUS 

SECTION  301.  MEANING  OF  TERM  '^SECRETARY" 

Section  301  of  the  bill  makes  it  clear  that  the  term  ''Secretary" 
(unless  the  context  otherwise  requires)  means  the  Secretary  of  Health, 
Education,  and  Welfare  when  it  is  used  in  the  bill  and  in  the  amend- 
ments made  by  the  bill. 


VI.  SEPARATE  VIEWS  OF  HON.  CHARLES  A.  VANIK, 

OF  OHIO 

Although  this  bill  provides  some  long-needed  improvements  in  the 
social  security  system,  I  am  distressed  with  the  decision  to  reduce  the 
old-age  and  disability  insurance  fund  by  $30.2  billion  in  the  next  4  years 
with  a  compounded  loss  including  interest  totaling  $54.9  billion  by 
January  1,  1980. 

The  reduction  of  the  old-age  and  disability  tax  rate  was  achieved 
by  deferring  the  scheduled  increase  in  the  employer-employee  com- 
bined contribution  rate  to  10  percent  until  January  1,  1975.  Present 
law  would  have  increased  the  combined  8.4-percent  rate  to  9.2  percent 
on  January  1,  1971,  and  to  10  percent  on  January  1,  1973. 

I  cannot  agree  with  the  Social  Security  authorities  who  deplore  the 
healthy  growth  of  the  social  security  fund.  Those  who  criticize  and 
question  the  soundness  of  this  program  are  given  comfort  by  our 
legislative  action  which  diverts  almost  $62.6  billion  from  the  fund 
over  the  next  40  years. 

Under  regular  insurance  actuarial  standards,  the  social  security 
trust  fund  is  far  below  accepted  reserve  requirements.  The  tax  stretch- 
out further  reduces  the  strength  of  the  trust  fund  at  a  time  of  uncer- 
tainties beyond  projection  or  prophecy. 

Our  action  in  reducing  the  tax  rate  on  the  old  age,  survivors',  and 
disability  insurance  fund  is  an  inflationary  action  which  comes  simul- 
taneously with  income  tax  reductions.  It  would  seem  provident  to  place 
some  of  the  tax  reduction  into  the  retirement  reserve. 

Furthermore,  the  trust  funds  are  becoming  more  substantial 
investors  in  the  Federal  debt.  The  time  is  not  far  distant  when  40 
percent  of  the  Federal  debt  will  be  held  by  trust  fund  accounts.  The 
trust  fund  contributions  constitute  the  only  investment  in  the  Federal 
debt  of  millions  of  American  taxpayers.  Incredible  as  it  may  seem, 
the  substantial  investment  of  the  trust  funds  in  the  Federal  debt  have 
served  to  keep  the  Federal  interest  rate  and  the  public  interest  rate 
from  reaching  even  greater  heights. 

Those  who  oppose  the  increased  reserves  in  the  social  security  trust 
fund  are  also  those  who  oppose  increased  benefits.  They  are  willing 
to  shortchange  the  trust  funds  in  order  to  reduce  pressures  for  in- 
creased benefits  and  services  needed  by  retired  Americans.  The  worker- 
contributor  will  save  a  few  pennies  but  the  corporations  of  America 
will  have  a  windfall  of  $15  billion  in  4  years  at  the  expense  of  a  stronger 
social  security  fund  and  a  better  program.  This  proposal  is  penny 
wise  but  pound  foolish. 

Charles  A.  Vanik. 
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VII.  SUPPLEMENTAL  REPUBLICAN  VIEWS 

We  believe  the  committee  did  a  commendable  job  in  adopting  a 
series  of  structural  changes  that  will  produce  greater  equity  in  our 
social  security  program.  We  are  particularly  pleased  that  the  com- 
mittee has  acted  favorably  on  the  administration's  proposals  to 
improve  benefits  for  widows  and  increase  the  amount  that  an  indi- 
vidual may  earn  without  losing  benefits.  We  also  support  the  provisions 
of  the  bill  designed  to  improve  the  effectiveness  and  hold  down  the 
costs  of  the  medicare,  medicaid,  and  maternal  and  child  health 
programs. 

However,  we  must  express  concern  about  several  of  the  actions 
taken  by  the  committee.  First,  we  are  concerned  about  the  manner 
and  timing  of  the  5-percent  benefit  increase  provided  in  the  committee 
bill.  Second,  we  are  concerned  about  the  implications  of  the  actuarial 
imbalance  that  will  exist  in  the  fund  for  the  immediate  future,  even 
though  this  imbalance  is  admittedly  small.  Finally,  we  deeply  regret 
the  partisan  rejection  of  the  administration's  recommendation  for 
automatically  adjusting  benefits  in  the  future  as  the  cost  of  living 
increases. 

I.   POOR  TIMING  OF  THE  BENEFIT  INCREASE 

At  the  outset,  we  want  to  firmly  state  our  belief  that  social  security 
beneficiaries  are  entitled  to  benefit  increases  to  replace  purchasing 
power  lost  to  inflation.  Additionally,  we  feel  that  Congress  should 
periodically  review  the  benefit  schedule  in  the  light  of  overall  advances 
in  economic  activity.  Congress  has  enacted  benefit  increases  in  the 
past  in  accordance  with  these  essential  principles  and  will  continue 
to  do  so  in  the  future. 

Since  1965,  Congress  has  increased  cash  benefits  by  39  percent, 
and  has  also  enacted  the  medicare  program  which  for  the  aged  is 
today  equivalent  to  about  a  30-percent  increase  in  benefits.  This 
record  certainly  reflects  our  sincere  desire  to  be  fair  toward  those 
relying  on  social  security  benefits. 

We  believe  it  is  equally  important  to  be  fair  to  those  who  are  bear- 
ing the  tax  burden  necessary  to  provide  these  benefits.  When  the 
tax  increases  provided  by  this  bill  are  fully  effective,  social  security 
employee  taxes  will  exceed  the  income  taxes  payable  by  a  working 
man  with  a  wife  and  two  children  (taking  the  higher  of  the  standard 
deduction  or  low-income  allowance)  at  all  wage  levels  below  $7,170. 
This  does  not  include  the  employer's  share  of  the  tax,  although  most 
economists  agree  that  the  economic  incidence  of  the  employer's 
share  of  the  tax  falls  on  the  employee.  It  is  also  important  to  note 
that  social  security  taxes  are  applied  to  the  worker's  wages  without 
allowing  any  deductions  or  exemptions. 

We  simply  must  remember  that  the  income  that  a  worker  can 
currently  devote  to  future  contingencies  is  limited  by  his  ability  to 
meet  the  immediate  needs  of  his  family.  If  the  cost  of  social  security 
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cuts  too  deeply  into  daily  living  requirements,  people  will  begin  to 
make  unfavorable  comparisons  between  current  costs  and  distant 
benefits.  If  the  time  ever  comes  that  current  workers  are  unwilling 
to  bear  the  cost  of  providing  benefits  to  current  retirees,  the  social 
security  system  will  be  in  real  danger  and  those  who  will  stand  to  lose 
most  will  be  the  current  beneficiaries. 

We  are  concerned  that  the  timing  of  the  5-percent  benefit  increase 
included  in  this  bill,  coming  on  top  of  a  15-percent  increase  that  social 
security  beneficiaries  began  receiving  only  last  month,  fails  to  give 
sufficient  weight  to  both  the  benefits  that  should  be  payable  and  the 
burdens  that  may  be  reasonably  imposed  on  today's  workers. 

We  wholeheartedly  supported  the  15-percent  increase  enacted  into 
law  on  December  30  of  last  year.  It  must  be  recognized,  however,  that 
in  doing  so  Congress  provided  benefits  nearly  half  again  as  large  as 
was  necessary  to  make  up  for  increases  in  the  cost  of  living.  Kealizing 
that  the  war  against  a  deeply  entrenched  inflation  resulting  from 
years  of  fiscal  irresponsibility  could  not  be  won  overnight,  Ave  provided 
a  cushion  against  further  increases  in  the  cost  of  living  on  a  prospective 
basis.  Despite  this,  the  committee  has,  only  4  months  after  we  pro- 
vided a  15-percent  increase,  voted  an  additional  5-percent  benefit 
increase  payable  next  January  1.  This  results  in  combined  increases 
of  nearly  21  percent  within  a  1-year  period,  which  is  substantially 
above  the  erosion  in  benefits  that  has  resulted  from  inflation  since  the 
last  increase  in  1968. 

Under  the  proposal  for  automatically  adjusting  benefits  to  increases 
in  the  cost  of  living,  which  we  support,  it  is  estimated  that  an  increase 
in  benefits  of  around  5  percent  would  be  payable  at  the  end  of  1971. 
It  is  therefore  not  the  benefit  increase  that  concerns  us,  but  its  timing. 
The  practice  of  bunching  increases  of  this  magnitude  back  to  back 
will  in  the  long  run  lead  to  further  substantial  increases  in  the  tax 
burdens  that  must  be  imposed. 

Additionally,  the  timing  of  this  increase  will  result  in  an  increase 
in  spending  in  the  unified  budget  of  around  $700  million  in  fiscal 
1971.  Coming  on  top  of  other  increases  in  Federal  spending  and  possible 
shortfalls  in  Federal  revenue,  the  timing  of  this  increase  may  seriously 
impair  public  confidence  in  our  Government's  determination  to  win 
the  battle  against  inflation.  Social  security  beneficiaries  living  on 
fixed  incomes  suffer  the  most  from  inflation.  They  should  not  be  made 
the  scapegoat  for  governmental  programs  to  deal  with  inflation,  as 
we  recognized  in  supporting  the  recent  15  percent  benefit  increase. 
But  by  the  same  token,  they  will  suffer  the  most  if  our  determination 
to  control  inflation  is  seriously  impaired. 

II.  ACTUARIAL  IMBALANCE  IN  THE  OASDI  FUND  DURING  THE  IMMEDIATE 

FUTURE 

During  the  history  of  the  social  security  program,  tolerances  have 
been  established  to  determine  when  the  social  security  funds  are 
actuarially  in  balance.  Since  1965,  when  estimates  were  placed  on  a 
75-year  basis,  the  fund  has  been  considered  to  be  actuarially  in  balance 
only  when  long-term  level  costs  are  financed  within  one-tenth  of  1 
percent  of  covered  payroll.  We  must  express  our  concern  about  action 
taken  by  the  committee  which  provides  long-term  level  costs  that 
exceed  income  over  the  estimating  period  by  0.12  percent  of  covered 
payroll. 


143 


While  the  OASDI  trust  funds  are  only  out  of  balance  by  0.02  percent 
of  pa3^oll  and  should  be  in  balance  again  sometime  in  1971,  we  must 
express  a  strong  word  of  caution.  In  the  past,  the  committee  has 
insisted  that  the  criteria  for  determining  actuarial  soundness  be 
strictly  adhered  to.  We  trust  that  the  action  taken  by  the  committee 
in  this  bill  does  not  reflect  a  disregard  for  the  practice  of  insisting  on 
the  soundest  financing,  and  will  not  provide  a  precedent  for  any 
changes  in  this  policy  in  the  future. 

III.  PARTISAN  REJECTION  OF  ADMINISTRATION'S  RECOMMENDATION  FOR 
AUTOMATICALLY  ADJUSTING  BENEFITS 

In  his  message  to  the  Congress  on  social  security.  President  Nixon 
recommended  that  benefits  ^'be  adjusted  automatically  to  refiect 
increases  in  the  cost  of  living.  The  uncertainty  of  adjustment  under 
present  laws  and  the  delay  often  encountered  when  the  needs  are 
already  apparent  is  unnecessarily  harsh  to  those  who  must  depend  on 
social  security  benefits  to  live." 

Recommendations  for  automatic  benefit  adjustments  were  included 
in  both  major  party  platforms  in  the  last  election,  advocated  by 
both  presidential  candidates,  and  have  been  included  in  legislation 
introduced  by  four  Democrat  members  on  the  Ways  and  Means 
Committee. 

The  rejection  of  President  Nixon's  proposal  on  a  completely  par- 
tisan basis  is  therefore  surprising  and  disappointing.  It  is  a  complete 
departure  from  the  policies  the  Democratic  Party  pledged  the  Ameri- 
can people  they  would  work  for.  It  was  certainly  anomalous  for  four 
Democrat  members  of  the  committee  to  vote  against  an  escalator 
clause  when  they  have  introduced  legislation  to  enact  such  a 
provision. 

More  than  this,  the  partisan  rejection  of  this  constructive  proposal 
is  a  disservice  to  all  current  and  future  beneficiaries  of  our  social 
security  program.  The  proposal  would  extend  to  social  security 
beneficiaries  for  the  first  time  the  same  protection  against  inflation 
that  our  civil  service  retirees  have  enjoyed  since  1962,  and  that  our 
military  retirees  have  enjoyed  since  1958. 

Prompt  adjustment  of  benefits  would  enable  our  citizens  to  plan 
their  retirement  with  the  assurance  that  a  specified  amount  of  real 
income  would  be  consistently  provided.  Studies  indicate  that  the 
total  amount  of  benefit  increases  provided  between  1954  and  the 
end  of  last  year  was  nearly  identical  with  increases  that  would  have 
been  provided  under  a  provision  automatically  increasing  benefits. 
However,  since  Congress  enacted  increases  on  only  three  different 
occasions  during  this  period,  long  delays  were  experienced  by  bene- 
ficiaries, with  no  increase  at  all  being  provided  during  the  6 -year 
period  between  1959  and  1965.  Under  the  President's  proposal  for 
automatic  benefit  adjustments,  benefits  would  have  been  increased 
six  times  during  this  period,  avoiding  unnecessary  delay  and  hardship. 
Justice  to  our  senior  citizens  requires  that  benefits  be  promptly 
updated. 

Additionally,  a  provision  automatically  adjusting  benefits  would 
enable  a  busy  Congress  to  devote  time  to  considering  solely  on  their 
merits  structural  improvements  in  the  program  to  improve  equity, 
facilitate  administration,  and  increase  the  basic  efficiency  of  the 
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program.  Proposals  of  dubious  merit  having  little  support  in  the: 
Congress  have  too  often  in  the  past  been  enacted  because  they  werej 
attached  to  legislation  providing  benefit  adjustments  that  were 
vitally  needed  by  social  security  beneficiaries.  In  considering  structural  j 
improvements  in  the  program,  Congress  would,  of  course,  periodically! 
review  the  entire  benefit  structure  to  provide  adjustments  over  and, 
above  the  automatic  increases  when  increases  in  general  economic 
productivity  make  such  adjustments  desirable. 

We  want  to  make  it  clear  that  the  provision  for  automatic  benefit  1; 
adjustments  does  not  in  any  way  delegate  to  the  executive  branch!' 
discretion  to  increase  taxes.  In  order  to  finance  the  automatic  benefit!^ 
increases  tied  to  increases  in  the  cost  of  living,  provisions  are  included  ft 
in  the  bill  for  periodic  adjustments  in  the  wage  base  to  reflect  increases 
in  earnings.  However,  the  increase  in  the  wage  base  is  not  left  to  the 
discretion  of  any  executive  official,  but  is  specifically  tied  to  actual 
increases  in  the  earnings  of  workers  in  covered  employment.  | 

Under  the  provisions  for  automatic  benefit  adjustments  recom-h 
mended  by  the  administration,  which  the  Democrat  members  of  the  1 1 
committee  rejected,  the  average  wages  actually  paid  to  workers  in|! 
covered  employment  during  the  first  quarter  of  each  even-numbered' 
year  would  be  compared  with  the  average  wages  actually  paid  toii 
covered  workers  in  the  first  quarter  of  1971.  The  wage  base  would  be; 
automatically  increased  by  an  amount  equal  to  the  increase  in  the 
earnings  of  covered  workers  that  has  occurred,  rounded  to  the  nearest! | 
multiple  of  $600.  It  cannot  be  alleged  that  this  leaves  to  anyone's! 
discretion  the  right  to  raise  or  lower  taxes.  Changes  in  tax  rates  would! 
continue  to  require  specific  legislation.  Changes  in  the  wage  base  could! l 
only  result  when  wages  increase  in  accordance  with  a  very  specific! ' 
formula  spelled  out  in  the  legislation  or  as  a  result  of  specific  legisla-i 
tion.  The  circumstances  under  which  taxes  are  payable  would  con-j 
tinue  to  remain  where  they  belong,  under  the  complete  control  of  theii 
Congress.  i' 

CONCLUSION  ! 

We  strongly  support  the  constructive  amendments  included  inji 
this  bill  providing  structural  improvements  to  the  OASDI  program,!; 
the  medicare  program,  and  the  child  and  maternal  health  program.! 
We  commend  the  administration  for  making  sound  recommendationsj 
and  working  with  the  committee  in  developing  needed  improvements  i 
in  these  areas.  ii 
We  have  reservations  concerning  the  timing  of  the  5-percent: 
increase,  the  growing  burden  of  payroll  taxes  on  our  working  popu-; 
lation,  and  the  actuarial  imbalance,  though  small,  that  will  exist  in|: 
the  fund  during  the  immediate  future.  We  strongly  object  to  the' 
partisan  rejection  of  the  administration's  constructive  recommenda- j 
tion  to  provide  for  automatic  increases  in  benefits  commensurate  withi 
increases  in  the  cost  of  living.  |i 
John  W.  Byrnes,  Jackson  E.  Betts,  Herman  T.  Schneebeli,  ■ 
Harold  R.  Collier,  Joel  T.  Broyhill,  Barber  B.  Con-; 
able,  Jr.,  George  Bush,  Rogers  C.  B.  Morton,  Charles | 
E.  Chamberlain,  Jerry  L.  Pettis.  I 
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I  Errata  Sheet 

'  Page  121  of  the  Section-by-Section  Analysis  of  the  Committee 
!  Report  on  H.R.  17550,  Section  222:    Eliminate  the  words  "at 
I  least  60  dAys"  from  lines  5  and  6  at  the  top  of  page  121,  and 
i  from  the  second  and  third  lines  from  the  bottom  of  that  page. 
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Mr.  Long,  from  the  Committee  on  Finance,  submitted  the  following 

REPORT 

together  with 
SEPAEATE,  ADDITIONAL  VIEWS 

[To  accompany  H.R.  17550] 

The  Committee  on  Finance,  to  which  was  referred  the  bill  (H.E. 
17550)  to  amend  the  Social  Security  Act  to  provide  increases  in  benefits, 
to  improve  computation  methods,  and  to  raise  the  earnings  base  under 
the  old-age,  survivors,  and  disability  insurance  system,  to  make  im- 
provements in  the  medicare,  medicaid,  and  maternal  and  child  health 
programs  with  emphasis  upon  improvements  in  the  operating  effec- 
tiveness of  such  programs,  and  for  other  purposes,  having  considered 
the  same,  reports  favorably  thereon  with  amendments  and  recom- 
mends that  the  bill  as  amended  do  pass. 

I.  GENERAL  STATEMENT 

The  bill  (H.E.  17550)  as  passed  by  the  House  of  Eepresentatives 
would  increase  social  security  benefits  by  5  percent  and  achieve  other 
reforms  of  the  cash  benefits  program.  It  would  also  make  significant 
changes  in  the  medicare  and  medicaid  programs,  generally  to  em- 
phasize cost  consciousness  in  the  operation  of  these  major  health 
programs.  Finally,  the  House  bill  w^ould  restructure  the  financing 
provisions  of  present  law  to  insure  the  continued  solvency  of  the  old- 
j     age,  survivors,  and  disability  trust  fund  (the  cash  benefit  proirram) 
!     and  to  restore  a  balance  in  the  hospital  insurance  trust  fund  (under 
i     the  medicare  program). 

1  The  committee  bill  provides  for  a  10-percent  increase  in  social 
I  security  benefits  and  would  increase  the  minimum  benefit  to  $100 
I  per  month.  Presently  the  minimum  is  $64  per  month.  It  also  provides 
I  for  a  new  system  of  peer  review  of  services  rendered  under  the  medi- 
care and  medicaid  programs  and  establishes  a  new  office  of  Inspector 
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General  for  Health  Care  Administration  to  monitor  those  programs 
in  the  interest  of  efficiency  and  consistency  with  Congressional  intent. 
In  addition,  it  provides  for  a  new  program  of  insuring  against  the 
costs  of  catastrophic  illness. 

The  committee  bill  also  modifies  various  provisions  of  the  House 
bill  and  adds  several  new  features  to  the  portions  of  the  bill  relating 
to  cash  benefits  and  medicare  and  medicaid . 

The  financing  features  of  the  House  bill  would  be  modified  by  the 
committee  bill  to  reflect  the  additional  funds  needed  to  pay  for  the 
higher  level  of  benefits  recommended  by  the  committee.  The  solvency 
of  the  trust  funds  is  of  great  concern  to  the  Committee  on  Finance, 
just  as  it  was  to  the  Committee  on  Ways  and  Means  of  the  House. 

In  addition  to  this  work,  the  committee  bill  adds  significant  new 
titles  to  the  House  bill.  One  of  these  recommends  enactment  of  the 
Trade  Act  of  1970,  which  accomplishes  much  needed  reform  in  our  i 
tariff  and  trade  laws,  including  pro^dsions  for  relief  for  injured 
industries,  firms,  and  workers.  j 

Another  new  title  added  to  the  bill  by  the  committee  authorizes  | 
important  tests  of  various  welfare  and  workfare  plans  prior  to  enact- 
ment by  Congress  of  new  departures  in  welfare  reform.  These  tests 
relate  to  the  program  of  Aid  to  Families  with  Dependent  Children ; 
they  do  not  concern  themselves  with  the  programs  of  aid  to  the  aged, 
the  blind,  and  the  disabled.  With  respect  to  these  adult  categories,  the  \ 
committee  bill  provides  for  a  nationwide  guaranteed  minimum  income 
of  $130  per  month  for  a  single  person  and  $200  per  month  for  a  married 
couple.  Important  changes  are  also  proposed  by  this  title  in  the  opera- 
tion of  the  work  incentive  program.  These  changes  should  help 
ease  the  trend  to  greater  and  greater  dependence  on  welfare  for  sus- 
tenance by  family  heads  who  are  able  to  work  but  are  ill-equipped  to  j 
obtain  jobs  today.  The  committee  bill  increases  the  Federal  commit-  I 
ment  for  expansion  of  child  care  services,  through  an  increase  in  | 
Federal  matching  and  the  creation  of  a  Federal  Child  Care  Corpora-  i 
tion  designed  to  provide  an  effective  delivery  system  for  these  much-  i 
needed  services.  I 

Still  another  title  of  the  bill  provides  for  substantial  increases  in  | 
pensions  to  veterans  with  non-service-connecteid  disabilities.  Pension  | 
benefits  are  related  to  need ;  as  social  security  payments  are  increased,  | 
the  veteran's  need  for  a  pension  decreases  although  by  a  considerably  I 
smaller  amount  than  social  security  goes  up.  The  amendment  in  this  ' 
new  title  would  prevent  decreases  in  pensions  for  virtually  all  veteran 
pensioners  and  widows  under  the  current  law.  j 

Finally,  the  committee  bill  includes  a  new  title  containing  tax  I 
amendments  generally  related  to  programs  dealt  with  by  the  bill.  One  ! 
calls  for  reporting  to  the  Internal  Revenue  Service  of  health  care  i 
payments  by  insurance  companies  and  similar  payments  under  the  ! 
medicare  and  medicaid  and  other  Federal  health  programs.  Another  | 
upgrades  the  retirement  income  credit  to  reduce  the  disparity  in  tax 
treatment  between  persons  receiving  taxable  retirement  incomes  and 
those  receiving  tax-free  social  security  or  railroad  retirement  benefits. 

All  the  committee  amendments  are  described  more  fully  in  the  fol- 
lowing parts  of  this  report.  The  total  value  of  benefits  provided  by 
the  bill  approximate  $10  billion  in  the  first  full  year  of  operation, 
making  this  the  largest  social  insurance  bill,  in  terms  of  dollars,  that 
Congress  has  ever  acted  on.  | ; 
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Summary  of  Principal  Provisions  of  the  Bill 

CONTENTS 


A.  Social  security  cash  benefits : 

1.  Provisions  of  the  House  bill  changed,  and  new  provisions  added  Pag« 

by  the  committee: 

Increase  in  social  security  benefits  (sec.  101  of  the  bill)   9 

Increased  widows'  and  widowers'  insurance  benefits  (sec. 

103  of  the  bill)   9 

Cost-of-hving  increases  (sec.  131  of  the  bill)   10 

Age  62  computation  point  for  men  (sec.  104  of  the  bill)   10 

Increase  in  maximum  family  benefits  (sec.  101  of  the  bill)   11 

Actuarial  reduction  for  women   11 

Benefits  for  divorced  women   11 

Waiting  period  for  disability  benefits  (sec.  127  of  the  bill)   11 

Childhood  disability  benefits  (sec.  108  of  the  bill)   12 

Disability  benefits  affected  by  the  receipt  of  workmen's 

compensation   12 

Disability  insurance  benefits  for  the  blind  (sec.  109  of  the 

bill)   12 

Adoption  of  child  by  retired  or  disabled  worker  (sec.  116  of 

the  bill)   12 

Refund  of  social  security  tax  to  members  of  certain  religious 

faiths  opposed  to  insurance  (sec.  128  of  the  bill)   13 

Trust  fund  expenditures  for  rehabilitation  services  (sec.  120 

of  the  bill)   13 

Underpayments  (sec.  126  of  the  bill)   13 

Wage  credits  for  members  of  the  uniformed  services  (sec. 

110  of  the  bill)   13 

2.  Provisions  of  the  House  bill  that  were  not  changed  by  the  com- 

mittee: 

Special  payments  to  people  age  72  and  older  (sec.  102  of  the 

bill)   14 

Reduced  benefits  for  widowers  at  age  60  (sec.  107  of  the 

bill)   14 

Liberalization  of  the  retirement  test  (sec.  105  of  the  bill)   14 

Disability  insurance  benefits  applications  filed  after  death 

(sec.  Ill  of  the  bill)   14 

Penalty  for  furnishing  false  information  to  obtain  a  social 

security  number  (sec.  114  of  the  bill)   14 

Other  cash  benefit  amendments   15 

B.  Medicare  and  medicaid: 

1.  Provisions  of  the  House  bill  that  were  not  substantially  changed 
by  the  committee: 

Relationship  between  medicare  and  Federal  employees 

benefits  (sec.  201  of  the  bill)   17 

Hospital  insurance  for  the  uninsured  (sec.  202  of  the  bill)__  17 
Limitation  on  recognition  of  physicians'  fee  increases  (sec. 

224  of  the  bill)_   17 

Termination  of  payments  to  suppliers  of  services  who 

abuse  the  medicare  program  (sec.  227  of  the  bill)   18 

Repeal  of  medicaid  provision  requiring  expanded  programs 

(sec.  228  of  the  bill)   18 

State  determination  of  reasonable  hospital  costs  (sec.  229 

of  the  bill)   18 

Government  payment  no  higher  than  charges  (sec.  230  of 

the  bill)   18 
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B.  Medicare  and  medicaid — Continued 

1.  Provisions  of  the  House  bill  that  were  not  substantially  changed 
by  the  committee — Continued 

Federal  matching  for  modern  claims  processing  systems  Paee 


(sec.  232  of  the  bill)   18 

Prohibition  of  reassignments  (sec.  234  of  the  bill)   18 

Utilization  review  in  medicaid  (sec.  235  of  the  bill)   18 

Medicaid  deductibles  for  the  medically  indigent  (sec.  235  of 

the  bill)   10 

Terminating  payment  where  hospital  admission  not  neces- 
sary under  medicare  (sec.  237  of  the  bill)   19 

Role  of  State  health  agencies  in  medicaid  (sec.  238  of  the 

bill)   19 

Retroactive  coverage  under  medicaid  (sec.  251  of  the  bill)__  19 
Certification  of  hospitalization  for  dental  care  (sec.  252  of 

the  bill)   19 

Christian  Science  sanatoriums  under  medicaid  (sec.  253  of 

the  bill)   19 

Grace  period  for  paying  medicare  premium  (sec.  255  of  the 

bill)   19 

Extension  of  time  for  filing  medicare  claims  (sec.  256  of  the 

bill)   20 

Waiver  of  enrollment  requirements  in  cases  of  administra- 
tive error  (sec.  257  of  the  bill)   20 

Enrollment  under  medicare  (sec.  258  of  the  bill)   20 

Waiver  of  medicare  overpayment  (sec.  259  of  the  bill)   20 

Medicare  fair  hearings  (sec.  260  of  the  bill)   20 

Collection  of  medicare  premium  by  Railroad  Retirement 

Board  (sec.  261  of  the  bill)   20 

2.  Provisions  of  the  House  bill  that  were  modified  by  the  com- 

mittee: 

Limitation  on  Federal  payment  for  disapproved  expenditures 

(sec.  221  of  the  bill)   20 

Experiments  and  projects  in  prospective  reimbursement 

and  incentives  for  economy  (sec.  222  of  the  bill)   21 

Limits  on  costs  recognized  as  reasonable  (sec.  223  of  the 

bill)   21 

Limitation  on  Federal  medicaid  matching  (sec.  225  of  the 

bill)   21 

Payment  for  supervisory  phj^sicians  in  teaching  hospitals 

(sec.  226  of  the  bill)   21 

Institutional  planning  and  budgeting  (sec.  231  of  the  bill).  22 
Modifications  in  extended  care  and  home  health  benefits 

(sec.  233  of  the  bill)   22 

Payments  to  health  maintenance  organizations  (sec.  239  of 

the  bill)   22 

Physical  and  other  therapy  services  under  medicare  (sec. 

254  of  the  bill)   22 

Medicare  benefits  for  people  living  near  U.S.  border  (sec. 

262  of  the  bill)   23 

3.  New  provisions  added  by  the  committee: 

Professional  standards  review  organizations  (sec.  245  of  the 
bill)  ---  23 

Conform  medicare  and  medicaid  standards  for  nursing 

facilities  (sec.  240  of  the  bill)   23 

Inspector  general  for  health  administration  (sec.  265  of  the 

bill)   23 

Proficiency  evaluation  of  otherwise  disqualified  health  care 

personnel  (sec.  264  of  the  bill)  23 

Penalty  for  fraudulent  acts  under  the  medicare  and  medic- 
aid programs  (sec.  273  of  the  bill)   24 

Inclusion  of  American  Samoa  and  the  Trust  Territory  of  the 

Pacific  Islands  under  title  V  (sec.  276  of  the  bill)   24 

Provide  for  reasonable  approval  of  rural  hospitals  (sec.  242 

of  the  bill)  ----  24 

Consultants  for  extended  care  facilities  (sec.  270  of  the  bill)  _  24 

Public  access  to  records  concerning  institution's  qualifica- 
tions (sec.  274  of  the  bill)   25 
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B.  Medicare  and  medicaid — Continued 

3.  New  provisions  added  by  the  committee — Continued 

Simplified  reimbursement  of  extended  care  facilities  (sec.  Page 


241  of  the  bill)   25 

Authority  for  establishing  liens  to  permit  recovery  of  over- 
payments (sec.  275  of  the  bill)   25 

Direct  laboratory  billing  (sec.  244  of  the  bill)   25 

Refunding  of  excess  medicare  premiums  (sec.  278  of  the 

bill)  ,   25 

Waiver  of  recovery  of  erroneous  payment  (sec.  282  of  the 

bill)____  :   26 

Provider  reimbursement  appeals  board  (sec.  281  of  the  bill)  _  26 
Prosthetic  lenses  furnished  by  optometrists  (sec.  203  of  the 

bill)   26 

Chiropractors  (sec.  205  and  280  of  the  bill)   26 

Colostomy  supplies  (sec.  204  of  the  bill)   26 

Section  1902(d)  (sec.  272  of  the  bill)   26 

Increase  in  maximum  Federal  medicaid  matching  for 

Puerto  Rico  (sec.  266  of  the  bill)   26 

Health  screening  of  children  (sec.  267  of  the  bill)__.   27 

Relationship  between  medicaid  and  comprehensive  health 

programs  (sec.  277  of  the  bill)  ,   27 

Intermediate  care  facilities  (sec.  243  and  269  of  the  bill)  _  _  27 
Termination  of  Nursing  Home  Administrators  Advisory 

Council  (sec.  271  of  the  bill)   27 

Coverage  of  mentally  ill  children  under  medicaid  (sec.  268 

of  the  bill)   27 

Definition  of  "physician"  in  medicaid  (sec.  279  of  the  bill)__  27 
75%  medicaid  matching  funds  for  professional  medical  per- 
sonnel (sec.  283  of  the  bill)   27 

C.  Catastrophic  health  insurance  program  (sec.  401  of  the  bill)   29 

D.  Financing  of  social  security  trust  funds   31 

Tables: 

Social  security  tax  rates  and  maximum  annual  social  security 

taxes  for  employees,  employers,  and  self-employed   32 

Old-age,  survivors,  and  disability  insurance   33 

E.  Trade  Act  of  1970: 

Purposes   35 

Trade  Agreement  authority  (sec.  301  of  the  bill)   35 

Other  Presidential  authority   36 

Tariff  adjustment  and  adjustment  assistance   36 

Quotas  on  certain  textile  and  footwear  articles   38 

Other  tariff  and  trade  provisions   39 

Antidumping  Act  of  1921  (sec.  341  of  the  bill)   39 

Countervailing  duty  provision  (sec.  342  of  the  bill)   39 

Tariff  Commission  (sec.  351  of  the  bill)   40 

Comprehensive  studies  by  the  President  and  Tariff  Com- 
mission (sec.  361  and  362  of  the  bill)   40 

Foreign  trade  statistics   40 

Miscellaneous  trade  provisions. _   41 

F.  Amendments  to  public  assistance  program  and  work  incentive  program: 

1.  Aid  to  the  aged,  blind,  and  disabled   43 

National  minimum  income  standards  for  the  needy,  aged, 

and  disabled  (sec.  501  of  the  bill)   43 

Pass-along  of  social  security  increases  to  welfare  recipients 

(sec.  502  of  the  bill)   43 

Definitions  of  blindness  and  disability  (sec.  503  and  504 

of  the  bill)  ---  43 

Prohibition  of  liens  in  the  program  of  aid  to  the  blind 

(sec.  505  of  the  bill)   44 

Fiscal  relief  for  the  states  (sec.  506  of  the  bill)   44 

2.  Child  care  (sec.  510  of  the  bill)   44 

Federal  matching  share   45 

Federal  child  care  corporation   45 
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F.  Amendments  to  public  assistance  program — Continued 

3.  Improvement  in  the  work  incentive  program  (sec.  520  of  the  'P&ee 


bill   46 

On-the-job  training  and  public  service  employment   46 

Tax  incentive  for  hiring  WIN  participants   47 

Registration  of  welfare  recipients  and  referral  for  work 

and  training   47 

Liberalized  Federal  matching  for  training   48 

Labor  market  planning  and  program  coordination   48 

Earned  income  disregard   48 

4.  Family  planning  services  (sec.  520  (a)(7)  of  the  bill)   49 

5.  Emergency  assistance  for  migrant  families  (sec.  530  of  the  bill).  49 

6.  Obligation  of  a  deserting  father  (sec.  540  of  the  bill)   49 

7.  Clarification  of  congressional  intent  regarding  welfare  statutes-  50 

Denial  of  eligibilitj^  for  aid  to  families  with  dependent 
children  where  there  is  a  continuing  parent-child  rela- 
tionship (sec.  541  of  the  bill)   50 

Duration  of  residence  requirement  (sec.  542  of  the  bill)__  51 

Limitation  on  duration  of  welfare  appeals  process  (sec. 

543  of  the  bill)   51 

Requiring  welfare  recipient  to  permit  caseworker  in  the 

home  (sec.  544  of  the  bill)   51 

States  permitted  to  seek  to  establish  name  of  putative 

father  (sec.  545  of  the  bill)   51 

8.  Regulations  of  the  Department  of  Health,  Education,  and 

Welfare   51 

"Declaration  Method"  of  determining  eligibility  per- 
mitted but  not  required  (sec.  550  of  the  bill)   52 

Definition  of  unemployment  (sec.  551  of  the  bill)   52 

9.  Use  of  Federal  funds  to  undermine  Federal  programs  (sec.  546 

of  the  bill  j   52 

10.  Use  of  social  security  numbers  (sec.  560  of  the  bill)   52 

11.  Testing  of  welfare  reform  alternatives  (sees.  561  and  562  of 

the  bill   52 

G.  Veterans'  pension  increase  (sec.  607  of  the  bill)   55 

H.  Tax  and  miscellaneous  amendments: 

Denial  of  tax  deduction  with  respect  to  certain  medical  referral 

payments  (sec.  602  of  the  bill)   55 

Required  information  relating  to  excess  medicare  tax  payments 

by  railroad  employees  (sec.  603  of  the  bill)   55 

Reporting  of  medical  payments  (sec.  604  of  the  bill)   56 

Tax  credit  for  expenses  of  emploj^ee  training  and  work  incentive 

programs  (sec.  612  of  the  bill)   57 

Retirement  income  credit  (sec.  611  of  the  bill)   57 

Other  amendments   58 


II.  SUMMARY  OF  PRINCIPAL  PROVISIONS  OF  THE 

BILL 

A.  Social  Security  Cash  Benefits 

1.  PROVISIONS  OF  THE  HOUSE  BILL  CHANGED,  AND  NEW  PROVISIONS 
ADDED  BY  THE  COMMITTEE 

The  committee  made  a  number  of  changes  in  the  provisions  of  the 
House-passed  bill  affecting  the  social  security  cash  benefit  programs. 
In  a  number  of  cases,  the  committee  bill  would  modify  or  eliminate 
provisions  of  the  House  bill  affecting  select  groups  of  beneficiaries; 
these  changes  would  help  make  possible  a  10-percent  across-the-board 
benefit  increase  compared  with  the  5-percent  increase  in  the  House 
bill.  Other  provisions  in  the  committee  bill  include  a  $100  minimum 
benefit,  an  increase  in  the  benefits  for  widows  and  widowers/  an  age-62 
computation  point  for  men,  liberalization  of  the  retirement  test,  an 
increase  in  the  maximum  benefits  payable  to  a  family,  a  reduction  in 
the  waiting  period  for  disability  benefits,  and  other  less  far-reaching 
but  nonetheless  important  changes. 

Increase  in  Social  Security  Benefits 

Social  security  payments  to  the  nearly  26  million  beneficiaries  on 
the  rolls  at  the  end  of  January  1971,  and  to  those  who  come  on  the 
rolls  after  that  date,  would  be  increased  by  10  percent,  with  a  new 
minimum  benefit  of  $100.  (The  House-passed  bill  would  have  increased 
benefits  by  5  percent,  with  a  minimum  benefit  of  $67.20.) 

The  benefit  increase  would  be  effective  for  the  month  of  January 
1971,  but  would  not  be  paid  until  April,  and  would  mean  additional 
benefit  payments  of  $5.0  billion  in  the  first  full  year. 

Increased  Widows'  and  Widowers'  Insurance  Benefits 

Under  present  law,  when  benefits  begin  at  or  after  age  62  the  benefit 
for  a  widow  (or  dependent  widower)  is  equal  to  823^  percent  of  the 
amount  the  deceased  worker  would  have  received  if  his  benefit  had 
started  when  he  was  age  65.  A  widow  can  get  a  benefit  at  age  60 
reduced  to  take  account  of  the  additional  2  years  in  which  she  would 
be  getting  benefits. 
Both  the  House  bill  and  the  committee  bill  are  aimed  at  providing 
1    benefits  to  a  widow  equal  to  the  benefits  her  husband  was  receiving, 
or  would  have  received.  It  was  brought  to  the  committee's  attention, 
I    however,  that  in  some  cases  the  widow,  under  the  House  bill,  would 
j    actually  receive  a  benefit  substantially  higher  than  her  husband 
received  before  his  death.  Under  the  House  bill,  a  widow  would  be 
I    entitled  to  100%  of  the  amount  her  deceased  husband  would  re- 
I    ceive  if  he  became  a  beneficiary  after  reaching  age  65.  On  the  other  hand, 
if  he  actually  began  receiving  benefits  before  reaching  age  65,  his  bene- 

(9) 
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fits  would  be  actuarially  reduced.  For  example,  a  man  eligible  for  $150 
monthly  if  he  retires  at  age  65  will  receive  reduced  benefits  of  $135  when 
he  retires  18  months  before  reaching  age  65.  Under  the  House  bill,  his 
widow  age  65  or  older  would  be  eligible  for  monthly  benefits  of  $150; 
under  the  committee  bill,  she  would  receive  $135,  as  did  her  husband. 
Generally,  under  the  committee  bill  the  widow  would  receive  either 
100%  of  the  benefit  her  husband  was  actually  receiving  at  the  time  of 
his  death  or,  if  he  was  not  receiving  benefits,  100%  of  the  benefit  he 
would  have  been  eligible  for  at  age  65. 

About  2.7  million  widows  and  widowers  on  the  rolls  at  the  end  of 
January  1971  would  receive  additional  benefits,  and  $649  million  in 
additional  benefit  payments  would  be  made  in  the  first  full  year. 

Effective  date. — January  1,  1971. 

CosT-oF-LiviNG  Increases 

The  House-passed  bill  would  have  provided  for  cost-of-living  in- 
creases in  benefits  and  for  related  increases  in  the  tax  base  and  in 
the  exempt  amount  under  the  retirement  test  which  would  have  sub- 
ordinated the  role  of  Congress  in  determining  benefit  levels.  The 
committee  has  revised  these  provisions  in  order  to  stress  the  role  of 
the  Congress  in  setting  social  security  tax  and  benefit  levels.  Under 
the  committee  bill,  social  security  benefits  would  rise  automatically 
in  the  event  the  cost  of  living  goes  up  and  Congress  failed  to  legislate  on 
social  security  benefits  or  taxes.  The  social  security  earnings  limitation 
would  increase  automatically  as  covered  earnings  increase.  The  full 
cost  of  these  automatic  increases  would  be  met  equally  by  increases 
iji  tax  rates  and  in  the  tax  base,  with  the  function  of  determining  the 
base  and  the  rates  performed  by  the  Secretary  of  Health,  Education, 
and  Welfare.  The  committee  bill  would  provide  that  the  automatic 
benefit  increases  would  not  go  into  effect  if  in  the  year  before  the  year 
in  which  the  increase  was  to  be  effective  Congress  and  the  President 
had  approved  a  change  in  social  security  benefit  levels,  or  a  change 
in  the  schedule  of  social  security  tax  rates,  or  a  change  in  the  social 
security  tax  base. 

Age  62  Computation  Point  for  Men 

Under  present  law,  the  method  of  computing  benefits  for  men  and 
women  differs  in  that  years  up  to  age  65  must  be  taken  into  account  in 
determining  average  earnings  for  men,  while  for  women,  only  years 
up  to  age  62  must  be  taken  into  account.  Also,  benefit  eligibility  is 
figured  up  to  age  65  for  men  and  up  to  age  62  for  women.  These  dif- 
ferences which  provide  special  advantages  for  women  would  be  elim- 
inated under  the  committee  bill  and  under  the  House-passed  bill  by 
applying  the  same  rules  to  men  as  now  apply  to  women. 

The  House-passed  change  would  apply  immediately  to  those  already 
on  the  rolls  as  well  as  to  those  coming  on  in  the  future.  Under  the  com- 
mittee's bill,  there  would  be  a  gradual  transition  to  the  new  procedures 
so  that  the  provision  would  apply  only  to  those  becoming  entitled  to 
benefits  in  the  future;  the  number  of  years  used  in  determining  insured 
status  and  in  computing  benefits  for  men  would  be  reduced  in  3  steps 
so  that  men  reaching  age  62  in  1973,  and  later,  would  have  only  years 
up  to  age  62  taken  into  account  in  determining  insured  status  and 
average  earnings. 
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In  the  first  full  year,  an  additional  $6  million  in  benefits  would  be 
paid  out  undar  this  provision.  Under  the  change  in  benefit  eligibility 
requirements  for  men,  some  2,000  people — workers,  their  dependents, 
and  survivors  not  eligible  under  present  law — would  be  added  to 
the  rolls  in  the  first  year. 

Effective  date. — January  1,  1971. 

Increase  in  Maximum  Family  Benefits 

The  committee  bill  provides  that  families  coming  on  the  rolls  after 
a  benefit  increase  is  enacted,  as  well  as  families  already  on  the  rolls  at 
the  time  the  increase  is  enacted,  would  be  guaranteed  the  full  amount 
(10  percent  under  the  committee  bill)  of  the  current  and  future  gen- 
eral benefit  increases.  Under  the  committee  bill,  maximum  family 
benefits  would  range  from  1.5  to  1.88  times  the  worker's  benefit 
amount  payable  at  age  65. 

Effective  date. — January  1, 1971. 

Actuarial  Reduction  for  Women 

Under  present  law  when  a  woman  applies  before  age  65  for  a  retire- 
ment benefit  based  on  her  own  earnings,  her  benefits  are  actuarially 
reduced  to  take  account  of  the  longer  period  over  which  benefits 
will  be  paid.  If  she  subsequently  applies  for  a  wife's  benefit  after 
reaching  age  65,  her  wife's  benefit  is  also  reduced  to  reflect  the 
fact  that  she  began  to  receive  benefits  before  age  65.  The  House- 
passed  bill  would  eliminate  actuarial  reduction  in  such  cases;  the 
committee  bill  would  retain  the  provisions  of  present  law. 

Benefits  for  Divorced  Women 

j  The  committee  bill  retains  the  provisions  of  present  law  which 
require  that  in  order  to  qualify  for  benefits  as  a  divorced  wife,  divorced 
widow  or  a  surviving  divorced  mother  a  woman  must  show  that: 
(1)  she  was  receiving  at  least  one-half  of  her  support  from  her  former 
husband,  or  (2)  she  was  receiving  substantial  contributions  from  her 
former  husband,  or  (3)  there  was  a  court  order  in  effect  providing  for 
substantial  contributions  to  her  support  by  her  former  husband. 
The  House-passed  bill  would  delete  these  requirements. 

Waiting  Period  for  Disability  Benefits 

Under  present  law  there  is  a  six-month  waiting  period  before  a 
disabled  person  is  eligible  for  social  security  disability  insurance 
benefits.  The  committee  added  to  the  House  bill  a  provision  to  reduce 
the  waiting  period  for  disability  benefits  by  two  months,  so  that 

1    benefits  would  be  payable  on  the  basis  of  a  four-month  waiting  period, 

I    rather  than  a  six-month  period. 

1  About  140,000  people — disabled  workers  and  their  dependents  and 
1  disabled  widows  and  widowers — would  be  able  to  receive  a  benefit  for 
I    January  1971  as  a  result  of  this  provision.  About  $185  million  in 

additional  benefits  would  be  paid  out  during  the  first  full  year. 
I        Elective  date. — January  1,  1971. 
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Childhood  Disability  Benefits 

The  committee  bill,  like  the  House  bill,  would  provide  childhood 
disability  benefits  for  the  disabled  child  of  an  insured  retired,  deceased, 
or  disabled  worker,  if  his  disability  began  before  age  22,  rather  than 
before  18  as  under  present  law.  The  committee  added  a  new  provision 
to  permit  a  person  who  was  entitled  to  childhood  disability  benefits 
to  become  re-entitled  if  he  again  becomes  disabled  within  7  years 
after  his  prior  entitlement  to  such  benefits  was  terminated. 

About  13,000  people — disabled  children  and  their  mothers — would 
immediately  become  eligible  for  benefits,  primarily  as  a  result  of 
extending  the  age  limit  to  22.  About  $13  million  in  additional  benefits 
would  be  paid  out  during  the  first  full  year. 

Effective  date. — January  1,  1971. 

Disability  Benefits  Affected  by  the  Receipt  of  Workmen's 

Compensation 

The  committee  deleted  the  provision  in  the  House  bill  modifying 
the  workmen's  compensation  offset  provisions  to  raise  the  ceiling  on 
income  from  combined  workmen's  compensation  and  disability  insurance 
benefits  from  80  percent  to  100  percent  of  the  disabled  worker's  average 
current  earnings  before  the  onset  of  his  disability. 

Disability  Insurance  Benefits  for  the  Blind 

The  House-passed  bill  contained  a  provision  which  would  eliminate 
the  general  recency-of-work  requirement  for  people  who  meet  the 

definition  of  blindness  in  the  Social  Security  Act.  The  committee  | 

bill  revises  the  requirements  for  paying  disability  insurance  benefits  i 

to  blind  people.  Under  the  committee  revision,  disability  insurance  | 

benefits  would  be  payable  to  any  blind  person  (as  defined  in  the  law)  | 

who  has  credit  for  6  quarters  of  social  security  coverage,  without  ' 

regard  to  his  ability  to  work.  | 

About  225,000  people,  blind  workers  and  their  dependents,  would  j 

become  immediately  eligible  for  monthly  benefits.  About  $225  million  | 

in  additional  benefits  would  be  paid  out  during  the  first  full  year.  , 

Effective  date. — January  1,  1971.  j 

Adoption  of  Child  by  Retired  or  Disabled  Worker  ' 

The  committee  broadened  the  provision  of  the  House-passed  bill  j 

which  wouM  change  the  provisions  of  present  law  relating  to  the  pay-  I 

ment  of  benefits  to  a  child  (other  than  a  natural  child  or  a  stepchild)  | 

who  is  adopted  by  a  disability  insurance  beneficiary  after  the  latter  , 

becomes  entitled  to  benefits.  Under  the  committee  bill,  the  child,  ! 

adopted  when  a  disabled  or  retired  worker  is  entitled  to  benefits,  would  j 
be  able  to  get  child's  benefits  based  on  the  worker's  earnings  if:  (1)  the 

adoption  was  decreed  by  a  court  of  competent  jurisdiction  within  the  i 

United  States,  (2)  the  child  lived  with  the  worker  in  the  United  States  i 
for  the  year  before  the  worker  became  disabled  or  entitled  to  an  old-age 

or  disability  insurance  benefit,  (3)  the  child  received  at  least  one-half  j 

of  his  support  from  the  worker  for  that  year,  and  (4)  the  child  was  , 

under  age  18  at  the  time  he  began  living  with  the  worker.  j 

Effective  date. — January  1, 1971.  I 
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Refund  of  Social  Security  Tax  to  Members  of  Certain 
Religious  Faiths  Opposed  to  Insurance 

Under  present  law,  members  of  certain  religious  sects,  who  have 
conscientious  objections  to  social  security  by  reason  of  their  adherence 
to  the  established  teachings  of  the  sect,  may  be  exempt  from  the  social 
security  self-employment  tax  provided  they  also  waive  their  eligibility 
for  social  security  benefits.  This  exemption  was  written  largely  to  re- 
lieve the  Old  Order  Amish  from  having  to  pay  the  social  security  tax 
when,  because  of  their  religious  beliefs,  they  would  never  draw  social 
security  benefits. 

The  committee  bill  would  extend  the  exemption  (by  a  refund  or 
credit  against  income  taxes  at  year  end)  from  social  security  taxes  to 
members  of  the  sect  who  are  "employees"  covered  by  the  Social  Secu- 
rity Act  as  well  as  the  "self-employed"  members  of  the  sect.  The  em- 
ployee would  have  to  file  an  application  for  exemption  from  the  tax 
and  waive  his  eligibility  for  social  security  and  medicare  benefits  as 
the  self-employed  members  must  presently  do.  The  provision  specifi- 
cally provides  that  there  would  be  no  forgiveness  of  the  employer  por- 
tion of  the  social  security  tax  as  the  committee  believes  this  would 
create  an  undesirable  preference  in  the  statute. 

Trust  Fund  Expenditures  for  Rehabilitation  Services 

The  committee  added  to  the  House  bill  a  provision  to  authorize  an 
increase  in  the  amount  of  social  security  trust  fund  monies  that  may 
be  used  to  pay  for  the  costs  of  rehabilitating  social  security  disability 
beneficiaries.  The  amount  would  be  increased  from  1  percent  of  the 
previous  year's  disability  benefits  to  Ij^  percent  for  fiscal  year  1972 
and  to  IJ^  percent  for  fiscal  year  1973  and  subsequent  years. 

Underpayments 

The  committee  added  a  provision  to  the  House  bill  under  which 
additional  relatives  (by  blood,  marriage,  or  adoption)  would  be  added 
to  the  present  categories  of  persons  listed  in  the  law  who  may  receive 
social  security  cash  payments  due  a  deceased  beneficiary  under  title 
II  of  the  Social  Security  Act. 

Wage  Credits  for  Members  of  the  Uniformed  Services 

Present  law  provides  for  noncontributory  social  security  wage 
credits  of  up  to  $100  a  month,  in  addition  to  credit  for  basic  pay, 
for  military  service  performed  after  1967.  The  committee  bill,  like 
the  House  bill,  would  provide  that  the  additional  wage  credits  would 
be  extended  to  service  in  the  period  from  1957  (when  military  service 
was  first  covered  under  social  security)  through  1967.  In  addition, 
the  committee  bill  would  make  a  change  in  the  way  the  additional 
credit  is  computed  from  $100  for  each  month  of  service  to  $300  for 
each  quarter  of  service.  The  additional  wage  credits  would  affect 
approximately  130,000  beneficiaries  immediately;  about  $35  million 
in  additional  benefits  would  be  paid  out  in  the  first  full  year. 

Effective  date. — January  1,  1971. 
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2.  PROVISIONS  OF  THE  HOUSE  BILL  THAT  WERE  NOT  CHANGED  BY 

THE  COMMITTEE 

Special  Payments  to  People  Age  72  and  Older 

Under  present  law  the  special  payments  of  $46  a  month  for  an 
individual  and  $69  for  a  couple  made  to  people  age  72  and  over  who 
have  not  worked  under  the  program  long  enough  to  qualify  for  regu- 
lar cash  benefits.  Under  the  bill,  the  payments  would  be  increased  by 
5  percent  to  $48.30  a  month  for  an  individual  and  $72.50  for  a  couple. 

The  benefit  increase  would  be  effective  for  the  month  of  January 
1971  but  would  not  be  paid  until  April. 

Reduced  Benefits  for  Widowers  at  Age  60 

The  1965  amendments  lowered  from  62  to  60  the  age  of  eligibility 
for  mdows  but  left  the  age  of  eligibility  for  dependent  mdowers  at 
age  62.  The  bill  provides  that  widowers  who  have  attained  age  60  would 
be  eligible  for  reduced  benefits,  as  widows  are  under  present  law. 

Elective  date. — January  1,  1971. 

Liberalization  of  the  Retirement  Test 

The  committee  bill,  like  the  House  bill,  provides  an  increase  from 
$1,680  to  $2,000  in  the  amount  a  beneficiary  under  age  72  may  earn 
in  a  year  and  still  be  paid  full  social  security  benefits  for  the  year. 

Under  present  law,  each  $2  earned  between  $1,680  and  $2,880 
results  in  a  $1  reduction  in  benefits;  each  dollar  earned  above  $2,880 
reduces  benefits  by  $1.  The  bill  would  provide  for  a  $1  reduction  for 
each  $2  earned  mth  respect  to  all  earnings  above  $2,000,  not  just 
those  between  $2,000  and  $3,200. 

For  1971  about  650,000  beneficiaries  would  receive  additional 
benefits,  and  about  380,000  persons  who  would  receive  no  benefits 
under  present  law  would  receive  some  benefits.  Additional  benefit 
payments  for  the  first  full  year  would  be  about  $404  million. 

Elective  date. — Taxable  years  ending  after  1970. 

Disability  Insurance  Benefits  Applications  Filed  After  Death 

The  committee  bill  would  permit  disability  insurance  benefits  (and 
dependents'  benefits  based  on  the  worker's  entitlement  to  disability 
benefits)  to  be  paid  to  the  disabled  worker's  survivors  if  an  application 
for  benefits  is  filed  within  3  months  after  the  disabled  worker's  death. 

Effective  date. — Deaths  in  and  after  year  of  enactment. 

Penalty  for  Furnishing  False  Information  To  Obtain  a  Social 

Security  Number 

Under  present  law,  penalties  are  not  provided  for  individuals  who 
give  false  information  in  order  to  secure  multiple  social  security 
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numbers  with  an  intent  to  conceal  their  true  identities.  This  has  led 
to  a  number  of  problems  in  private  industry  and  in  the  administration 
of  Government  programs.  Therefore,  the  committee  bill,  like  the 
House  bill,  would  provide  criminal  penalties  if  an  individual  willfully 
furnishes  false  information  with  the  intent  to  deceive  the  Secretary  of 
Health,  Education,  and  Welfare  for  the  purpose  of  obtaining  more  than 
one  social  security  number  or  of  establishing  a  social  security  record 
under  a  different  name.  Upon  conviction,  an  individual  shall  be  fined 
not  more  than  $1,000,  or  imprisoned  for  not  more  than  one  year,  or 
both. 

Other  Cash  Benefit  Amendments 

The  committee  also  deleted  the  House-passed  amendment  providing 
social  security  coverage  for  Federal  Home  Loan  Bank  employees  and 
adopted  amendments  relating  to  widows  who  remarry,  retroactive 
payments  for  certain  disabled  people,  temporary  employees  of  the 
Government  of  Guam,  policemen  and  firemen  in  Idaho  and  policemen 
in  Missouri,  certain  public  hospital  employees  in  New  Mexico,  regis- 
trars of  voters  in  Louisiana,  certain  U.S.  ditizens  who  are  self- 
employed  outside  the  United  States  and  certain  part-time  and  student 
employees  of  State  and  local  governments  in  Nebraska.  Other  amend- 
ments included  in  the  committee^s  bill  relate  to  the  treatment  of 
earnings  of  self-employed  people  paying  taxes  on  a  fiscal  year  basis, 
recomputation  of  benefits  based  on  combined  railroad  and  social  se- 
curity earnings  and  payment  to  a  child  entitled  on  the  record  of  more 
than  one  worker. 


B.  Medicare  and  Medicaid 


1.  PROVISIONS  OF  THE  HOUSE  BILL  THAT  WERE  NOT  SUBSTAN- 
TIALLY CHANGED  BY  THE  COMMITTEE 

Eelationship  Between  Medicare  and  Federal  Employees 

Benefits 

The  committee  bill  would  require  that  effective  January  1,  19T2, 
no  payment  would  be  made  under  medicare  for  the  same  services 
covered  under  a  Federal  employees  health  benefits  plan,  unless  in  the 
meantime,  the  Secretary  of  Health,  Education,  and  Welfare  certifies 
that  the  Federal  employees  health  benefits  program  has  been  modified 
to  make  available  coverage  supplementary  to  medicare  benefits  and 
that  Federal  employees  and  retirees  age  65  and  over  will  continue  to 
have  the  benefit  of  a  Government  contribution  toward  their  health 
insurance  premiums. 

Hospital  Insurance  for  the  Uninsured 

People  reaching  age  65  who  are  ineligible  for  hospital  insurance 
benefits  under  medicare  would  be  able  to  enroll,  on  a  voluntary  basis, 
for  hospital  insurance  coverage  under  the  same  conditions  under  which 
people  can  enroll  under  the  supplementary  medical  insurance  part  of 
medicare.  Enrollment  for  supplementary  medical  insurance  is  also  re- 
quired. Those  who  enroll  would  pay  the  full  cost  of  the  protection — 
estimated  at  $27  a  month  at  the  beginning  of  the  program,  and  rising 
as  hospital  costs  rise.  States  and  public  organizations,  through  agree- 
ments with  the  Secretary,  would  be  permitted  to  purchase  such  protec- 
tion on  a  group  basis  for  their  retired  (or  active)  employees  age  65  or 
over. 

Limitation  on  Reoognition  of  Physicians'  Fee  Increases 

Charges  determined  to  be  reasonable  under  the  present  criteria  in 
the  medicare,  medicaid,  and  maternal  and  child  health  law  would  be 
limited  by  providing:  (a)  that  after  enactment  of  the  bill  medical 
charge  levels  recognized  as  prevailing  may  not  be  increased 
beyond  the  75th  percentile  of  actual  charges  in  a  locality  during  the 
previous  elapsed  calendar  year ;  (h)  that  for  fiscal  year  1972  and  there- 
after the  prevailing  charge  levels  recognized  for  a  locality  may  be  in- 
creased, in  the  aggregate,  only  to  the  extent  justified  by  indexes  reflect- 
ing changes  in  costs  of  practice  of  physicians  and  in  earnings  levels ; 
and  (c)  that  for  medical  supplies,  equipment,  and  services  that,  in 
the  judgment  of  the  Secretary,  generally  do  not  vary  significantly  in 
quality  from  one  supplier  to  another,  charges  allowed  as  reasonable 
may  not  exceed  the  lower  levels  at  which  such  supplies,  equipment  and 
services  are  widely  available  in  a  locality. 

(17) 


18 


Termination  of  Payments  to  Suppliers  or  Services  Who  Abuse 
THE  Medicare  Program 

The  Secretary  of  Health,  Education,  and  Welfare  would  be  given 
authority  to  terminate  payment  for  services  rendered  by  a  supplier 
of  health  and  medical  services  found  to  be  guilty  of  program  abuses. 
Program  review  teams  would  be  established  to  furnish  the  Secretary 
professional  advice  in  carrying  out  this  authority. 

Repeal  of  Medicaid  Provision  Requiring  Expanded  Programs 

The  requirement  in  present  law  that  States  have  comprehensive 
medicaid  programs  by  1977  would  be  repealed. 

State  Determination  of  Reasonable  Hospital  Costs 

States  would  be  permitted  to  pay  hospitals  on  the  basis  of  their 
own  determination  of  reasonable  cost,  provided  there  is  assurance 
that  the  medicaid  program  would  pay  the  actual  cost  of  hospitaliza- 
tion of  medicaid  recipients. 

Government  Payment  No  Higher  Than  Charges 

Payments  for  institutional  services  under  the  medicare,  medicaid, 
and  maternal  and  child  health  programs  could  not  be  higher  than 
the  charges  regularly  made  for  those  services. 

Federal  Matching  for  Modern  Claims  Processing  Systems 

Federal  matching  at  the  90-percent  rate  would  be  available  under 
medicaid  for  the  States  to  set  up  mechanized  claims  processing  and 
informational  retrieval  systems.  Federal  matching  for  the  continu- 
ing operation  of  such  systems  would  be  at  the  75 -percent  rate. 

Prohibition  or  Reassignments 

Medicare  (part  B)  and  medicaid  payments  to  anyone  other  than 
a  patient,  his  physician,  or  other  person  providing  the  service,  would 
generally  be  prohibited,  unless  the  physician  (or,  in  the  case  of 
medicaid,  another  type  of  practitioner)  is  required  as  a  condition 
of  his  employment  to  turn  over  his  fees  to  his  employer  or  unless  there 
is  a  contractual  arrangement  between  the  physician  and  the  facility 
in  which  the  services  were  provided  under  which  the  facility  bills 
for  all  such  services. 

Utilization  Review  in  Medicaid 

Hospitals  and  skilled  nursing  homes  participating  in  the  medi- 
caid and  maternal  and  child  health  programs  would  be  required  to 
have  the  same  type  of  utilization  review  committee  with  the  same 
functions  as  are  required  in  the  medicare  program.  (Any  such  com- 
mittee actually  performing  such  functions  for  medicare  purposes 
would  apply  these  to  medicaid  cases.) 
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Medicaid  Deductibles  for  the  Medically  Indigent 

Present  law  requires  medicaid  cost  sharing  provisions  for  the  med- 
ically-indigent to  vary  directly  with  the  amount  of  the  recipient's 
income. 

This  has  created  an  impossible  administrative  situation  for  States 
desiring  to  apply  uniform  reasonable  copayment  requirements  (for 
example,  50  cents  or  $1  per  prescription) . 

The  amendment  would  permit  States  to  employ  reasonable  cost- 
sharing  provisions  with  respect  to  health  services  for  the  medically 
indigent  without  requiring  variations  because  of  differences  in  income 
levels  of  different  medically  indigent  recipients. 

Terminating  Payment  Where  Hospital  Admission  Not  Necessary 

Under  Medicare 

If  the  utilization  review  committee  of  a  hospital  or  extended  care 
facility,  in  its  sample  review  of  admissions,  finds  a  case  where  institu- 
tionalization is  no  longer  necessary,  payment  would  be  cut  off  after 
3  days.  This  provision  parallels  the  provision  in  present  law  under 
which  long-stay  cases  are  cut  off  after  3  days  w<hen  the  utilization 
review  committee  determines  that  institutionalization  is  no  longer 
required. 

Role  of  State  Health  Agencies  in  Medicaid 

State  health  or  other  appropriate  State  medicaid  agencies  would 
be  required  to  perform  certain  functions  under  the  medicaid  and 
maternal  and  child  health  j)rograms  relating  to  the  quality  of  the 
health  care  furnished  to  recipients. 

Retroactive  Coverage  Under  Medicaid 

States  would  be  required  to  cover  under  medicaid  the  cost  of  health 
care  provided  to  an  eligible  individual  during  the  3 -month  period 
before  the  month  in  which  he  applied  for  medicaid. 

Certification  of  Hospitalization  for  Dental  Care 

A  dentist  would  be  authorized  to  certify  to  the  necessity  for  hos- 
pitalization to  protect  the  health  of  a  medicare  patient  who  is  hos- 
pitalized for  noncovered  dental  procedures. 

Christian  Science  Sanatoriums  Under  Medicaid 

Christian  Science  sanatoriums  would  be  exempted  from  the  medicaid 
requirement  that  they  have  a  licensed  nursing  home  administrator  and 
from  other  inappropriate  skilled  nursing  home  requirements. 

Grace  Period  for  Paying  Medicare  Premium 

Where  there  is  good  cause  for  a  medicare  beneficiary's  failure  to 
pay  supplementary  medical  insurance  premiums,  an  extended  grace 
period  of  90  days  would  be  provided. 
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Extension  of  Time  for  Filing  Medicare  Claims 

The  time  limit  for  filing  supplementary  medical  insurance  claims 
would  be  extended  where  the  medicare  beneficiary's  delay  is  due  to 
administrative  error. 

Waiver  of  Enrollment  Requirements  in  Cases  of  Administrative 

Error 

A^^iere  an  individual's  enrollment  rights  under  part  B  of  medicare 
have  been  prejudiced  because  of  inaction  or  error  on  the  part  of  the 
Government,  the  Secretary  would  be  authorized  to  provide  equitable 
relief  to  the  individual. 

Enrollment  Under  Medicare 

Eligible  individuals  would  be  permitted  to  enroll  under  medicare's 
supplementary  medical  insurance  program  during  any  prescribed  en- 
rollment period.  Beneficiaries  would  no  longer  be  required  to  enroll 
within  3  years  following  first  eligibility  or  a  previous  withdrawal  from 
the  program.  Relief  would  be  provided  where  administrative  error 
has  prejudiced  an  individual's  right  to  enroll  in  medicare's  supple- 
mentary medical  insurance  program. 

Waiver  of  Medicare  Overpayment 

Where  incorrect  medicare  payments  were  made  to  a  deceased  benefi- 
ciary, the  liability  of  survivors  for  repayment  could  be  waived  if  the 
survivors  were  without  fault  in  incurring  the  overpayment. 

Medicare  Fair  Hearings 

Fair  hearings,  held  by  medicare  carriers  in  response  to  disagreements 
over  amounts  paid  under  supplementary  medical  insurance,  would  be 
conducted  only  where  the  amount  in  controversy  is  $100  or  more. 

Collection  of  Medicare  Premium  by  Railroad  Retirement  Board 

Where  a  person  is  entitled  to  both  railroad  retirement  and  social 
security  monthly  benefits,  his  premium  payment  for  supplementary 
medical  insurance  benefits  would  be  deducted  from  his  Railroad 
Retirement  benefit  in  all  cases. 

2.  PROVISIONS  OF  THE  HOUSE  BILL  MODIFIED  BY  THE  COMMITTEE 

Limitation  on  Federal  Payment  for  Disapproved  Expenditu'res 

Reimbursement  amounts  to  providers  of  health  services  under  the 
medicaid,  medicare,  and  maternal  and  child  health  programs  for  cap- 
ital costs,  such  as  depreciation  and  interest,  would  not  be  made  with 
respect  to  large  capital  expenditures  which  are  inconsistent  with 
State  or  local  health  facility  plans.  The  committee  added  a  provision 
which  would  require  States  which  apply  this  provision  to  establish 
an  appeals  mechanism  at  the  State  level  for  purposes  of  considering 
adverse  decisions. 
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Experiments  and  Projects  in  Prospective  Reimbursement  and 
Incentives  for  Economy 

The  Secretary  of  Health,  Education,  and  Welfare  would  be  re- 
quired to  develop  experiments  and  demonstration  projects  designed  to 
test  various  methods  of  making  payment  to  providers  of  services  on  a 
prospective  basis  under  the  medicare,  medicaid  and  maternal  and 
child  health  programs.  In  addition,  the  Secretary  would  be  authorized 
to  conduct  experiments  with  methods  of  payment  or  reimbursement 
designed  to  increase  efficiency  and  economy.  The  conmiittee  added  a 
provision  which  would  allow  the  Secretary  to  include  in  such  projects 
community  mental  health  centers,  and  ambulatory  care  facilities. 

Limits  on  Costs  Recognized  as  Reasonable 

The  Secretary  of  Health,  Education,  and  Welfare  would  be  given  au- 
thority to  establish  and  promulgate  limits  on  provider  costs  to  be 
recognized  as  reasonable  under  medicare  based  on  comparisons  of  the 
cost  of  covered  services  by  various  classes  of  providers  in  the  same  geo- 
graphical area.  Hospitals  and  extended  care  facilities  could  charge 
beneficiaries  for  the  costs  of  services  in  excess  of  those  that  are  neces- 
sary to  the  efficient  delivery  of  needed  health  services  (except  in  the 
case  of  an  admission  by  a  physician  who  has  a  financial  interest  in  the 
facility).  The  committee  added  a  provision  which  would  further  de- 
fine unreasonable  costs  as  including  those  resulting  from  gross 
inefficiency. 

Limitation  on  Federal  Medicaid  Matching 

The  House  bill  provided  for  a  one-third  cutback  in  Federal  medi- 
caid matching  after  a  medicaid  patient  had  received  90  days  of  care 
in  a  skilled  nursing  home  or  90  days  in  a  mental  hospital  or  60  days 
in  a  general  hospital  in  a  year.  The  committee  substituted  for  the 
House  section  a  provision  which  would  authorize  the  Secretary  of 
HEW  to  reduce  the  matching  selectively  in  those  States  where  he 
finds  inadequate  medical  audit  and  utilization  review.  The  cutback 
in  matching  would  be  related  to  the  degree  of  excessive  costs  resulting 
from  inadequate  review  and  audit. 

Payment  for  Supervisory  Physicians  in  Teaching  Hospitals 

The  committee  modified  the  provision  in  the  House  bill  which  would 
provide  for  payment  for  services  of  certain  teaching  physicians  on- 
a  cost  basis  and  would  make  fee-for-service  reimbursement  contingent 
on  general  billing  for  such  services  to  all  patients  and  collection  from 
those  able  to  pay.  Under  the  committee  modification,  reimbursement 
of  physician  time  in  the  teaching  service  would  be  determined  on  a 
cost  or  cost-equivalent  basis.  Reimbursement  for  such  services  would 
be  made  on  a  reasonable-charge  basis  if  the  hospital  had,  in  the  2-year 
period  ending  in  1967,  and  subsequently,  customarily  charged  all 
patients  and  collected  from  a  majority  of  patients  on  a  fee-for-service 
basis,  or  if  a  bonafide  private  patient  relationship  had  been  established. 
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Institutional  Planning  and  Budgeting 

Health  institutions  under  the  medicare  program  would  be  required 
to  have  a  written  plan  reflecting  an  operating  budget  and  a  capital 
expenditure  budget.  The  committee  clarified  this  provision  to  stipu- 
late that  the  operating  budget  w^ould  not  have  to  be  a  detailed  item 
budget. 

Modifications  in  Extended  Care  and  Home  Health  Benefits 

The  committee  modified  the  provision  of  the  House  bill  which  would 
authorize  the  Secretary  of  Health,  Education,  and  Welfare  to  estab- 
lish presumptive  periods  of  coverage  on  the  basis  of  a  physician's  cer- 
tification for  patients  admitted  to  an  extended  care  facility  or  started 
on  a  home  health  plan.  The  committee  provides  that,  to  the  extent 
feasible,  pre-admission  review  of  extended  care  admissions  would  be 
required  and  unless  disapproved,  coverage  upon  admission  would  con- 
tinue for  the  lesser  of  (1)  the  initially  certified  period,  (2)  until  notice 
of  disapproval,  or  (3)  10  days.  AYliere  certifications  and  evidence  were 
provided  on  a  timely  basis,  any  subsequent  determination  (for  pur- 
poses of  determining  medicare  payment  liability)  that  the  patient  no 
longer  required  covered  care  would  be  effective  2  days  after  notifica- 
tion to  the  facility.  The  committee  provides  for  a  similar  approach 
to  the  determiination  of  coverage  of  home  health  services. 

Payments  to  Health  Maintenance  Organizations 

Medicare  beneficiaries  could  choose  to  have  their  care  provided  by  a 
health  maintenance  organization  (a  prepaid  group  health  or  other 
capitation  plan) .  Medicare  would  contract  with  such  organization,  and 
would  reimburse  them  on  a  capitation  basis  at  a  rate  equivalent  to  95 
percent  of  the  per  capita  costs  of  medicare  beneficiaries  in  the  area  with 
actuarial  adjustments  taking  into  account  variations  in  patient  mix. 
Profits  accruing  to  the  organization,  beyond  their  retention  rate  for 
non-medicare  members  would  be  passed  to  the  medicare  enrollees  in 
the  form  of  expanded  benefits.  The  committee  substantially  tightened 
the  provision  so  as  to  define  more  specifically  the  quality  standards 
and  reimbursement  mechanisms  which  would  apply  to  the  organiza- 
tions as  well  as  including  additiional  safeguards  against  potential 
abuse  and  exploitation. 

Physical  and  Other  Therapy  Services  Under  Medicare 

The  committee  removed  the  provision  in  the  House  bill  which  would 
authorize  reimbursement  up  to  $100  for  physical  therapy  services  in  a 
therapist's  office. 

The  committee  modified  the  limitatdon  on  reimbursement  for  insti- 
tutional therapy  services  by  changing  the  limitation  from  a  "salary 
equivalent"  to  a  "salary  related"  basis,  and  also  extended  the  limita- 
tion to  apply  to  other  therapists,  dieticians,  social  workers  and  medi- 
cal records  librarians  for  their  services  provided  in  an  institutional 
setting. 
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Medicare  Benefits  for  People  Living  Near  U.S.  Border 

The  House  bill  provides  that  medicare  beneficiaries  living  in  the 
border  areas  of  the  United  States  would  be  entitled  to  covered  inpatient 
hospital  care  if  the  hospital  they  use  is  closer  to  their  residence  than  a 
comparable  U.S.  hospital  and  if  it  has  been  accredited  by  a  hospital 
approval  jDrogram  with  standards  comparable  to  medicare  standards. 
The  committee  added  to  the  House  bill  a  provision  extending  coverage 
in  these  cases  to  physicians'  and  ambulance  services  furnished  in  con- 
junction with  covered  foreign  hospital  care. 

3.  NEW  PROVISIONS  ADDED  BY  THE  COMMITTEE 

Professional  Standards  Review  Organizations 

The  committee  provided  for  the  establishment  of  Professional 
Standards  Eeview  Organizations  formed  by  organizations  represent- 
ing substantial  numbers  of  practicing  physicians  in  local  areas  to 
assume  responsibility  for  comprehensive  and  ongoing  review  of  serv- 
ices provided  in  the  medicare  and  medicaid  programs.  The  purpose  of 
the  amendment  is  to  assure  proper  utilization  of  care  and  services 
provided  in  medicare  and  medicaid  through  a  formal  professional 
mechanism  representing  the  broadest  possible  cross-section  of  physi- 
cians in  an  area.  Appropriate  safeguards  are  included  so  as  to  ade- 
quately provide  for  protection  of  the  public  interest  and  to  prevent 
pro  forma  assumption  and  carrying  out  of  the  vitally  important  re- 
view activities  in  the  two  highly-expensive  programs.  The  amend- 
ment provides  for  the  use  by  the  PSRO  of  effectiive  utilization  review 
committees  in  hospitals  and  medical  organizations. 

Conform  Medicare  and  Medicaid  Standards  for  Nursing  Facilities 

The  committee  added  to  the  House  bill  a  provision  which  would 
require  that  health,  safety,  environmental,  and  staffing  standards  for 
extended  care  facilities  be  uniform  with  those  established  for  skilled 
nursing  homes  under  medicaid. 

Inspector  General  for  Health  Administration 

An  Office  of  Inspector  General  for  Health  Administration  would 
be  established  within  the  Department  of  Health,  Education,  and  Wel- 
fare. The  Inspector  General  would  be  appointed  by  the  President, 
would  report  to  the  Secretary,  and  would  be  responsible  for  reviewing 
and  auditling  the  social  security  health  pro^orrams  on  a  continuing  and 
comprehensive  basis  to  determine  their  efficiency,  economy,  and  con- 
sonance with  the  law. 

Proficiency  Evaluation  of  Otherwise  Disqualified  Health 

Care  Personnel 

The  committee  bill  would  require  the  Secretary  of  Health,  Educa- 
tion, and  Welf  are  to  develop  and  employ  proficiency  examinations  to 
determine  whether  health  care  personnel,  not  otherwise  meeting  spe- 
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cific  formal  criteria  now  included  in  medicare  regulations,  have  suffi- 
cient traininof,  experience,  and  professional  competence  to  be  consid- 
ered qualified  personnel  for  purposes  of  the  medicare  program. 

Penalty  for  Fraudulent  Acts  Under  the  Medicare  and 
Medicaid  Programs 

The  committee  added  to  the  House  bill  a  provision  which  would 
broaden  the  present  penalty  provisions  relatinjj  to  the  making  of  a 
false  statement  or  representation  of  a  material  fact  in  any  applica- 
tion for  medicare  payments,  to  include  the  soliciting,  offering,  or 
acceptance  of  kickbacks  or  bribes,  including  the  rebating  of  a  portion 
of  a  fee  or  a  charge  for  a  patient  referral,  by  providers  of  health  care 
services.  The  penalty  for  such  acts,  as  well  as  the  acts  currently  subject 
to  penaltv  under  medicare,  would  be  imprisonment  up  to  one  year,  a 
fine  of  $10,000,  or  both.  In  addition,  the  committee  bill  provides  that 
similar  penalty  provisions  apply  under  medidaid. 

The  committee  also  provided  that  anyone  who  knowingly  and 
willfully  makes,  or  induces  the  making  of,  a  false  statement  of  mate- 
rial fact  Avith  respect  to  the  conditions  and  operation  of  a  health  care 
facility  or  home  health  agency  in  order  to  secure  medicare  or  medicaid 
certification  of  the  facility  or  agency,  would  be  guilty  of  a  mis- 
demeanor punishable  by  up  to  6  months'  imprisonment,  a  fine  of  not 
more  than  $2,000,  or  both. 

Inclusion  of  American  Samoa  and  the  Trust  Territory  of  the 
Pacific  Islands  Under  Title  V 

The  committee  bill  would  include  the  Trust  Territory  of  the  Pacific 
Islands  and  American  Samoa  as  eligible  to  receive  funds  under  the 
maternal  and  child  health  and  crippled  children  programs  (title  Y) . 

Provide  for  Reasonable  Approval  of  Rural  Hospitals 

The  committee  added  to  the  House  bill  a  provision  which  would  au- 
thorize the  Secretary  of  Health,  Education,  and  Welfare  to  waive,  on 
an  annual  basis,  the  requirement  that  an  access  hospital  have  registered 
professional  nurses  on  duty  around  the  clock,  but  only  if  he  finds  that 
the  hospital:  (a)  has  made,  and  is  continuing  to  make,  a  bona  fide 
effort  to  comply  with  the  nursing  staff  requirement  but  is  unable  to 
employ  the  qualified  personnel  necessary  because  of  nursing  personnel 
shortages  in  the  area  and  has  an  RN  on  the  daytime  shift;  (b)  is 
located  in  a  geographical  area  in  which  hospital  facilities  are  in  short 
supply;  and  (c)  nonparticination  of  the  "access"  hospital  would 
seriously  reduce  the  availability  of  hospital  services  to  beneficiaries 
residing  in  the  area.  The  waiver  authority  would  expire  December  31, 
1975. 

Consultants  for  Extended  Care  Facilities 

The  committee  added  to  the  House  bill  a  provision  to  authorize 
State  agencies  to  provide  consultative  services  to  those  extended 
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care  facilities  which  request  them  in  such  specialty  areas  as  mainte- 
nance of  medical  records  and  the  formulation  of  policies  governing 
the  provision  of  dietary  and  social  services.  Medicare  payment 
would  be  made  directly  to  the  State  agency  for  the  costs  incurred  in 
rendering  these  consultative  services.  The  provision  of  such  serv- 
ices by  the  State  would  satisfy  the  medicare  requirements  relating  to 
the  use  of  consultants  in  the  appropriate  specialty  areas. 

Public  Access  to  Records  Concerning  Institutions'  QuALiricATiONS 

The  committee  added  to  the  House  bill  a  provision  under  which  the 
Secretary  of  Health,  Education,  and  Welfare  would  be  required  to 
make  reports  of  an  institution's  significant  deficiencies  (such  as  de- 
ficiencies in  the  areas  of  staffing,  fire,  safety,  and  sanitation)  a  matter 
of  public  record  readily  and  generally  available  at  social  security  dis- 
trict offices  if,  after  a  reasonable  lapse  of  time  (not  to  exceed  90  days) , 
such  deficiencies  were  not  corrected. 

Simplified  Reimbursement  of  Extended  Care  Facilities 

The  committee  provision  would  authorize  the  Secretary  of  Health, 
Education,  and  Welfare  to  adopt  (and  adjust  as  specified),  as  reason- 
able-cost payments  for  extended  care  facilities  in  any  State,  the  rates 
developed  in  that  State  under  medicaid  for  reimbursement  of  skilled 
nursing  care,  if  the  Secretary  finds  that  they  are  based  upon  reasonable 
analyses  of  costs  of  care  in  comparable  facilities. 

Authority  for  Establishing  Liens  To  Permit  Recovery  of 

Overpayments 

The  committee  added  a  provision  to  the  House  bill  to  facilitate  the 
recoupment  of  overpayments  to  providers  of  services  by  authorizing 
the  Secretary  of  Health,  Education,  and  Welfare,  when  he  determines 
it  to  be  necessary  for  purposes  of  recovering  an  overpayment  to  a  pro- 
vider, to  establish  a  lien  in  favor  of  the  Government  in  the  amount  of 
the  overpayment,  preserving  in  the  course  of  such  action  the  right  of 
the  provider  to  contest  the  amount  of  the  overpayment  and  to  seek 
release  of  the  lien  to  clear  title. 

Direct  Laboratory  Billing 

The  committee  bill  would  authorize  direct  payment  to  laboratories 
for  diagnostic  tests  at  a  negotiated  rate  provided  that  such  rate  does 
not  exceed  the  amount  which  is  payable  under  present  law. 

Refunding  of  Excess  Medicare  Premiums 

The  committee  bill  would  authorize  the  refunding  of  excess  medi- 
care premiums  paid  prior  to  a  beneficiary's  death. 
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Waiver  of  Kecovery  of  Erroneous  Payment 

The  committee  provision  would  limit  medicare's  right  of  recovery 
of  an  erroneous  payment  to  a  three-year  period  from  the  date  of  the 
payment,  where  the  institution  or  person  involved  acted  in  good  faith. 
Similarly,  the  Secretary  of  H.E.W.  would  specify  a  reasonable  period 
of  time  (not  to  exceed  3  years)  after  which  medicare  would  not  be  re- 
quired to  accept  claims  for  underpayment  or  nonpayment. 

Provider  Eeimbursement  Appeals  Board 

The  committee  amendment  would  establish  an  appeals  board  to  hear 
appeals  on  reimbursement  decisions  made  by  intermediaries,  under 
certain  conditions,  and  where  the  amount  at  issue  was  $10,000  or  more. 

Prosthetic  Lenses  Furnished  by  Optometrists 

The  committee  amended  the  definition  of  physician  in  medicare  to 
include  a  licensed  doctor  of  optometry,  but  only  with  respect  to  estab- 
lishing the  medical  necessity  of  prosthetic  lenses. 

Chiropractors 

The  committee  amendment  would  delete  the  study  of  chiropractic 
services  called  for  in  the  House  bill  and  would  substitute  a  provision 
which  would  provide  for  the  coverage  under  medicare  of  services 
involving  manipulation  of  the  spine  by  licensed  chiropractors,  if  the 
chiropradtor  meets  certain  minimum  standards  established  by  the 
Secretary  of  Health,  Education,  and  Welfare.  The  same  limitations 
on  chiropractic  services  would  also  be  applicable  to  States  providing 
such  care  under  medicaid. 

Colostomy  Supplies 

The  committee  provided  for  the  inclusion  of  materials  directly 
related  to  the  care  of  colostomies  as  a  reimbursable  expense  under 
medicare. 

Section  1902(d) 

The  committee  added  a  provision  to  the  House  bill  which  would 
repeal  section  1902(d)  which  requires  States  to  maintain  their  level 
of  fiscal  expenditures  from  year-to-year  in  their  medicaid  programs. 

Separately,  the  committee  also  provided  that  the  1902(d)  mainte- 
nance of  fiscal  effort  provision  would  not  apply  to  Missouri  effective 
for  the  year  beginning  July  1, 1970. 

Increase  in  Maximum  Federal  Medicaid  Matching  for 
Puerto  Rico 

The  $20  million  ceiling  on  Federal  medicaid  matching  for  Puerto 
Rico  would  be  raised  to  $30  million  under  the  committee  provision. 
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Health  Screening  of  Children 

The  committee  would  authorize  the  Secretary  to  establish  orderly 
priorities  in  the  implementation  of  the  presently  required  health 
care  screening  for  children  programs,  With  initial  priority  being 
given  to  pre-school  children. 

Relationship  Between  Medicaid  and  Comprehensive'  Health 

Programs 

The  committee  bill  would  permit  a  State  to  make  arrangements 
with  comprehensive  health  care  programs  for  the  delivery  of  serv- 
ices on  a  pre-paid  basis  to  medicaid  recipients,  subject  to  the  approval 
of  the  Secretary. 

Intermediate  Care  Facilities 

Under  the  committee  amendment,  the  intermediate  care  provision 
would  be  transferred  from  title  XI  to  title  XIX.  An  ICF  would  be 
required  to  have  at  least  one  full-time  licensed  practical  nurse  on  its 
staff,  and  care  in  ICF's  would  be  subject  to  professional  audit  and 
utilization  review  requirements.  The  mentally  retarded  receiving  ac- 
tive treatment  in  public  institutions  meeting  appropriate  standards 
established  by  H.E.W.  would  be  eligible  for  Federal  matching  funds. 

Termination  of  Nursing  Home  Administrators  Advisory  Council 

The  committee  would  terminate  the  Advisory  Council  on  Decem- 
ber 31,  1970.  Under  present  law  the  council  would  be  terminated 
December  31, 1971. 

Coverage  of  Mentally  III  Children  Under  Medicaid 

The  committee  bill  would  authorize  coverage  of  inpatient  care  in 
State  and  local  mental  instituitions  for  medicaid  recipients  under  age 
21,  provided  that  the  care  consists  of  active  treatment,  that  it  is  pro- 
vided in  an  accredited  institution,  and  that  the  State  maintain  its 
own  level  of  fiscal  expenditure  for  care  of  the  mentally  ill  under  21. 

Definition  of  "Physician"  in  Medicaid 

The  committee  bill  would  define  "physician"  in  title  XIX  to  mean 
a  doctor  of  medicine  or  a  doctor  of  osteopathy. 

75  Percent  Medicaid  Matching  Funds  for  Professional  Medical 

Personnel 

The  present  75  percent  Federal  medicaid  matching  rate  for  pro- 
fessional medical  personnel  in  State  agencies  would  be  expanded  to 
also  include  such  personnel  who,  on  a  contract  or  similar  basis,  under- 
take independent  professional  and  medical  audits  of  medicaid  pa)tients. 


C.  Catastrophic  Health  Insurance  Program 

The  committee  added  to  the  House  bill  an  amendment  which  would 
establish  a  program  of  catastrophic  health  insurance  under  the  Social 
Security  Act  for  all  persons  under  age  65  who  are  insured  under  social 
security,  their  spouses  and  dependent  children,  as  well  as  all  persons 
under  age  65  who  are  entitled  to  retirement,  survivors,  or  disability 
benefits  under  title  II  of  the  act.  The  health  services  to  be  covered, 
and  the  applicable  exclusions,  are  the  same  as  under  the  medicare 
program,  except  that  there  would  be  no  upper  limit  on  covered  hos- 
pital or  extended  care  days  or  home  health  visits.  Under  the  cata- 
strophic health  insurance  program,  benefits  would  be  payable  toward 
the  costs  of  inpatient  hos;pital  services  and  post-hospital  extended  care 
services  above  an  annual  deductible  of  60  days  of  inpatient  hospital 
care  for  each  individual,  subject  to  a  daily  coinsurance  amount.  The 
program  would  also  cover  80  percent  of  reasonable  costs  incurred 
for  home  health  care  and  hospital  outpatient  services,  and  80  percent 
of  reasonable  charges  incurred  for  other  covered  medical  services 
above  an  annual  deductible  amount  which  would  initially  be  set  at 
$2,000  per  family  and  which  would  rise  in  accordance  with  any  in- 
creases in  the  physicians'  services  component  of  the  Consumer  Price 
Index.  The  program  could  be  administered  through  regular  medicare 
administrative  procedures  and  subject  to  all  utilization,  cost,  quality 
and  administrative  controls  applicable  under  that  program.  Cover- 
age under  the  program  would  be  effective  beginning  January  1,  1972, 
and  the  financing  provisions  necessary  to  pay  for  the  additional  bene- 
fits would  become  effective  at  the  same  time. 

(29) 


.52-149  O— 70  3 


D.  Financing  of  Social  Security  Trust  Funds 

In  order  to  pay  for  the  additional  costs  of  the  social  security 
changes  proposed  in  the  committee  bill,  including  the  new  cata- 
strophic illness  insurance  and  the  existing  actuarial  deficit  in  the  hos- 
pital insurance  program,  the  social  security  tax  base  would  be  in- 
creased from  $7,800  a  year  to  $9,000  a  year,  starting  January  1,  1971, 
as  in  the  House-passed  bill. 

In  addition,  a  new  schedule  of  taxes  would  be  provided.  Like  the 
schedule  of  taxes  proposed  in  the  House  bill,  the  committee  bill  would 
decrease  the  taxes  paid  under  the  cash  benefits  program  over  the  next 
few  years,  and  increase  the  taxes  paid  under  the  hospital  insurance 
program.  Also,  the  committee  bill  provides  an  additional  tax  of  0.3 
percent  in  1972,  rising  to  0.4  percent  in  1980  to  pay  for  the  cata- 
strophic illness  insurance  provided  in  the  bill. 

The  following  table  compares  the  tax  rates  and  the  maximum  taxes 
under  present  law  under  the  House-passed  bill  and  under  the  com- 
mittee bill : 
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OLD-AGE,  SURVIVORS,  AND  DISABILITY  INSURANCE-H.R.  17550  AS  REPORTED  BY  SENATE  FINANCE  COMMITTEE 

IST-YEAR  BENEFIT  COSTS  AND  NUMBER  OF  PERSONS  AFFECTED  UNDER  THE  BILL  AS  PASSED  BY  THE  HOUSE 
OF  REPRESENTATIVES  AND  AS  REPORTED  BY  THE  SENATE  FINANCE  COMMITTEE 


Provision 


Ist-year  benefit 
costs  1  (millions) 

Senate 
Finance 
House  Commit- 
bill       tee  bill 


Present  law 
beneficiaries 
immediately 

affected  2 
(thousands) 


Newly  eligible 
persons  3  (thousands) 


Senate  Senate 

Finance  Finance 

House      Commit-  House  Commit- 

bill       tee  bill  bill         tee  bil\ 


5, 003 
404 


649 
185 


Total     $3,970  $6,535 

General  benefit  increase   1, 729 

Modified  retirement  test    404 

Age  62  computation  point   1, 040 

Increased  benefits  for  widows  and 
widowers   689 

Shorten  disability  waiting  period  to  4 
months.    («) 

Noncontributory  credits  for  military 
service  after  1956    35  35 

Children  disabled  at  ages  18  to  21   11  13 

Liberalized  provisions  for  blind 
workers   25  240 

Election  to  receive  larger  future 
benefits  by  certain  beneficiaries 
eligible  for  more  than  1  actuarially 
reduced  benefit   17  («) 

Liberalized  workmen's  compensation 
offset    7  (») 

Eliminate  support  requirement  for 
divorced  wives  and  surviving 
divorced  wives.-..    13  (0 


(0             (*)  $504  $624 

$26,300       $26,300  6  6 

650            650  380  380 

10,200     60  

3,300  2,700  

(«)  140  (0  

130  130    

   13  13 

   30  225 


100 
55 


1  Represents  additional  benefit  payments  in  fiscal  year  1972. 

2  Present  law  beneficiaries  whose  benefit  for  the  effective  month  would  be  increased  under  the  provision. 

'  Persons  who  cannot  receive  a  benefit  under  present  law  for  the  effective  month,  but  who  would  receive  a  benefit  for 
such  month  under  the  provision. 
*  Figures  not  additive  because  a  beneficiary  may  be  affected  by  more  than  1  provision, 
i  Provision  not  included. 


E.  Trade  Act  of  1970 


Purposes 

The  committee's  trade  amendment  (Title  III  of  this  bill)  is  derived, 
with  changes,  from  H.R.  18970  which  passed  the  House  of  Representa- 
tives on  November  19, 1970. 

In  brief,  the  general  purposes  of  the  Committee's  trade  amendment 
are: 

(1)  To  provide  to  the  President  limited  tariff -reducing  authority 

for  compensatory  purposes  until  July  1,  1975 ; 

(2)  To  strengthen  our  unfair  trade  practice  statutes  and  thus  en- 

able industry  and  workers  who  are  adversely  affected  by 
unfair  foreign  trade  practices  to  receive  a  fair  opportunity 
for  relief ; 

(3)  To  revise  the  adjustment  assistance  and  tariff  adjustment  pro- 

cedures and  criteria  in  the  Trade  Expansion  Act  of  1962, 
and  provide  a  fair  opportunity  for  injured  industries, 
firms,  and  workers  to  receive  adequate  and  prompt  relief; 

(4)  To  establish  import  quotas  on  textiles  and  footwear,  unless: 

(a)  the  President  finds  them  not  to  be  in  the  national  in- 
terest or  (b)  voluntary  agreements  limiting  such  imports 
are  consummated  with  foreign  governments,  or  (c)  the 
President  finds  that  imports  do  not  disrupt  the  U.S. 
market ; 

(5)  To  revise  the  national  security  provisions  of  the  Trade  Ex- 

pansion Act  to  preclude  the  use  of  duties  or  tariffs  when- 
ever the  President  has  determined  that  imports  of  a  partic- 
ular product  or  material  are  threatening  to  impair  the 
national  security ; 

(6)  To  strengthen  the  independent  status  of  the  U.S.  Tariff 

Commission;  and 

(7)  To  make  various  other  changes  in  our  tariff  and  trade  laws 

which  will  streamline  the  procedures  dealing  with  specific 
import  or  export  problems. 

Trade  Agreement  Authority 

The  President's  trade  agreement  authority  under  the  Trade 
Expansion  Act  of  1962  terminated  at  the  close  of  June  30,  1967.  The 
President  has  been  without  such  authority  since  that  time  and  in  his 
trade  message  to  the  Congress,  of  November  18,  1969,  he  requested 
renewal  of  the  authority,  including  new  authority  to  reduce  duties. 

The  committee  amendment  would  extend  the  President's  authority 
to  enter  into  new  trade  agreements  under  the  Trade  Expansion  Act 
of  1962  to  July  1, 1975.  The  President  is  given  new  authority  to  reduce 
duties  by  20  percent,  or  2  percentage  points,  below  the  rates  of  duty 
which  will  exist  when  the  final  stage  of  the  Kennedy  Round  reduction 
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becomes  effective  on  J anuary  1, 1972.  The  committee  amendment  would 
limit  the  President's  authority  to  enter  into  and  carry  out  new  trade 
agreements  to  those  situations  in  which  compensatory  concessions 
are  necessary  to  offset  the  effects  of  an  increase  in  U.S.  duties  or 
imposition  of  other  restrictions  by  the  U.S.  Government  on  the 
products  of  a  foreign  country  which  were  bound  under  a  trade 
agreement.  Should  reductions  in  duty  under  the  new  authority  be 
agreed  to  prior  to  the  final  stages  of  the  Kennedy  Round,  the  remain- 
ing stages  of  Kennedy  Round  reductions  and  the  new  reductions  agreed 
to  are  to  be  aggregated  and  made  effective  in  at  least  two  stages. 

Other  Presidential  Authority 

Concern  has  been  expressed  about  the  barriers  to  trade  which 
have  developed  despite  the  Kennedy  Round  of  trade  negotiation. 
In  1962,  the  Committee  on  Finance  added  section  252  to  the  Trade  Ex- 
pansion Act  to  provide  new  authority  and  direction  to  the  President  to 
act  against  import  restrictions  or  other  acts  of  foreign  countries  which 
unjustifiably  or  unreasonably  burden  or  discriminate  against  U.S. 
commerce.  The  Trade  Act  of  l^TO  broadens  the  President's  authority 
to  deal  with  foreign  trade  barriers  and  streamlines  the  procedures 
for  handling  specific  complaints. 

The  Trade  Act  of  1970  also  amends  the  President's  authority  to 
safeguard  the  national  security  by  providing  that  any  adjustment  of 
imports  under  the  national  security  authority  shall  not  be  accom- 
plished by  the  imposition  or  increase  of  any  duty  or  of  any  fee  or 
charge  having  the  effect  of  a  duty.  In  addition,  time  limitations  are 
imposed  on  the  Director  of  the  Office  of  Emergency  Preparedness  in 
making  determinations  on  applications  for  action  under  the  national 
security  provision. 

Tariff  Adjustment  and  Adjustment  Assistance 

The  need  for  making  less  rigid  the  criteria  for  determining  serious 
injury  from  increased  imports  is  met  in  title  III  both  for  tariff 
adjustment  for  industries  and  adjustment  assistance  in  the  case  of 
firms  or  groups  of  workers. 

Tariff  Adjustment. — In  present  law,  the  criteria  for  determining 
serious  injury  are  the  same  for  tariff  adjustment  for  industries  and  for 
adjustment  assistance  for  firms  and  workers.  The  committee  agrees 
with  the  House  and  the  Administration  that  the  present  criteria  are 
too  stringent.  Under  the  new  provisions,  the  Tariff  Commission,  in 
the  case  of  tariff  adjustment,  or  the  President,  in  the  case  of  adjust- 
ment assistance,  is  to  determine  whether  increased  imports  ^'contrihute 
substantially''''  toward  causing  or  threatening  to  cause  serious  injury. 
In  the  case  of  tariff  adjustment,  the  committee  provided  that  in- 
creased imports  must  be  related  in  whole  or  in  part  to  the  duty  or 
other  customs  treatment  reflecting  tariff  concessions  agreed  to  by 
the  United  States. 

If  serious  injury  is  found  to  an  industry,  those  Commissioners 
finding  injury  are  to  make  an  additional  determination  under  the 
new  provision.  This  additional  determination  will  be  in  the  affirma- 
tive if  the  Commission  finds  that  imports  of  the  article  are:  (1) 
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acutely  or  severely  injuring  a  domestiic  industry  or  (2)  threatening 
to  acutely  or  severely  injure  a  domestic  industry. 

A  majority  of  the  Commissioners  present  and  voting  is  to  be  required 
for  an  affirmative  injury  determination  and  a  majority  of  those  Com- 
missioners finding  injury  under  the  criteria  provided  must  determine 
the  type  of  import  restriction  required  to  remedy  the  injury. 

When  the  Commission  finds  and  reports  to  the  President  an  affirma- 
tive injury  determination,  the  President  is  required  to  take  such 
action  as  he  deems  necessary  to  prevent  or  remedy  the  injury  so  found 
unless  he  determines  that  such  action  is  not  in  the  national  interest. 
In  the  case  of  an  additional  affirmative  determination  by  the  Commis- 
sion on  the  question  of  acute  or  severe  injury,  the  President  is  required 
to  impose  the  import  restrictions  found  by  the  Commission  to  be 
necessary  to  prevent  or  remedy  the  acute  or  severe  injury  unless  he 
determines  that  such  action  would  not  be  in  the  national  interest. 
As  is  presently  provided,  if  the  President  does  not  make  effective  the 
remedy  determined  bv  the  Tanff  Commission,  he  must  report  to  the 
Congress  within  60  days  of  the  receipt  of  the  Tariff  Commission's 
report  and  findings.  In  such  case,  the  existing  provisions  of  law  with 
respect  to  Congressional  implementation  of  the  Tariff  Conunission 
finding  as  to  the  action  necessary  to  prevent  or  remedy  the  injury 
would  continue  to  apply. 

Section  352  of  the  Trade  Expansion  Act  with  regard  to  orderly 
marketing  agreements  is  amended  to  provide  that  the  President  may, 
at  any  time,  negotiate  such  agreements  on  articles  subject  to  tariff 
adjustment  or  upon  which  he  has  received  an  affirmative  injury 
determination. 

New  review  procedures  on  pending  tariff  adjustment  action  are 
provided.  In  any  report  by  the  Tariff  Commission  reviewing  such 
tariff  adjustment  actions,  it  must  include  information  on  steps  taken 
by  firms  in  the  industry  to  compete  more  effectively  with  imports. 
In  addition,  in  any  review  of  tariff  adjustment  actions  bv  the  Tariff 
Commission,  as  a  result  of  which  the  President  may  determine  to 
extend,  in  whole  or  in  part,  or  terminate  such  action,  the  Commission 
will  be  required  to  determine  whether  the  existing  restrictions  on 
imports  are  sufficient  to  prevent  or  remedy  injury  to  the  domestic 
industry. 

Adjustment  Assistance. — The  Trade  Act  of  1970  also  revises  the 
procedures  for  petitions  by  firms  or  groups  of  workers  to  provide  that 
petitions  by  firms  or  groups  of  workers  are  to  be  made  to  the  Presi- 
dent rather  than  the  Tariff  Commission.  The  Tariff  Commission  will 
continue  to  provide  the  President  with  a  factual  report  to  assist  the 
President  in  making  his  determination  as  to  eligibility  of  firms  and 
groups  of  workers  to  apply  for  adjustment  assistance. 

The  amendment  provides  increased  trade  adjustment  allowances 
payable  to  adversely  affected  workers.  Under  existing  law,  the  allow- 
ance is  65  percent  of  the  worker's  average  weeklv  wa.<re  or  65  percent 
of  the  avera^  weekly  manufacturing  wage,  whichever  is  lower.  The 
amendment  increases  each  of  these  percentages  to  75  percent. 

The  amendment  provides  that  if  the  President  does  not  provide 
tariff  adjustment  for  an  industry  after  an  affirmative  injury  deter- 
mination by  the  Tariff  Commission,  he  is  required  to  provide  that  the 
firms  and  workers  in  that  industry  may  request  certification  of  eli- 
gibility for  adjustment  assistance. 
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The  Committee  also  provided  the  Tariff  Commission  with  a  period 
of  90  days  after  the  date  of  enactment  of  this  Act  to  make  the  necessary 
changes  in  its  rules  and  regulations  and  to  so  organize  its  staff  to 
expeditiously  process  the  tariff  adjustment  and  adjustment  assistance 
petitions  filed  under  the  provisions  of  this  Act.  l^o  new  petition  may 
be  filed  under  section  301(a)  of  the  Trade  Expansion  Act  until  the 
Tariff  Commission  issues  new  rules  and  regulations,  which  must  be 
within  90  days  after  enactment. 

Quotas  on  Certain  Textile  and  Footwear  Articles 

We  believe  that  the  tariff  adjustment  amendments  described  above 
will  be  sufficient  to  deal  w^ith  competitive  situations  facing  many  do- 
mestic producers  in  the  economy.  However,  the  effects  of  rapidly 
increasing  imports  on  two  basic  industries  are  such  as  to  require  ex- 
traordinary measures.  Part  B  of  title  III  of  this  bill  deals  with  the 
extremely  serious  threat  to  the  textile  and  apparel  industry  and  to  the 
nonrubber  footwear  industry. 

Under  part  B  of  title  III,  the  total  quantities  of  imports  of  cer- 
tain textile  and  footwear  articles  are  to  be  limited  by  category  and  by 
country  beginning  in  the  year  1971.  For  that  year,  imports  are  to  be 
limited  to  the  annual  average  quantities  imported  during  the  three  cal- 
endar years  1967  through  1969.  For  the  years  after  1971,  the  total 
quantity  of  imports  of  each  category  of  textile  articles  or  footwear 
articles  is  to  be  limited  to  the  quantity  determined  for  the  foreign 
country  for  the  preceding  year  plus  an  increase  determined  by  the 
President.  Any  such  increase  is  to  be  limited  to  a  percentage  not  over 
5  percent  of  the  total  quantity  permitted  to  be  entered  in  the  immedi- 
ately preceding  year  as  the  President  determines  to  be  consistent  with 
the  purposes  of  the  quota  provisions. 

The  President  is  authorized  to  exempt  from  quotas  imports  of 
articles:  (1)  which  he  determines  are  not  disrupting  the  U.S. 
market,  (2)  when  he  determines  that  the  national  interest  requires 
such  action,  or  (3)  when  he  finds  that  the  supply  of  such  articles  in  the 
domestic  market  is  insufficient  to  meet  demand  at  reasonable  prices. 

In  addition,  the  President  is  authorized  to  negotiate  agreements 
under  which  imports  of  textiles  and  footwear  would  be  controlled 
on  a  voluntary  basis.  Imports  covered  by  such  agreements  would 
also  be  exempt  from  quantitative  limitations  as  would  imports  of 
cotton  textile  articles  as  a  result  of  the  existing  Long  Term  Arrange- 
ments on  Cotton  Textiles. 

Determinations  with  respect  to  the  establishment  of  or  change  in 
quantitative  limitations  or  exemptions  from  such  limitations,  other 
than  determinations  made  by  the  President  for  national  interest 
reasons,  would  be  subject  to  the  rulemaking  provisions  of  the  Ad- 
ministrative Procedure  Act. 

The  quota  limitations  provided  in  the  bill  would  terminate  on 
July  1,  1976,  unless  the  President  finds  that  the  extension  of  the 
quantitative  limitations  for  periods  not  to  exceed  5  years  would  be 
in  the  national  interest. 
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Other  Tariff  and  Trade  Provisions 

The  magnitude  and  the  nature  of  U.S.  foreign  trade  has  changed 
remarkably  over  the  past  decade.  Although  both  imports  and 
exports  separately  account  for  about  4  percent  of  the  gross  national 
product,  they  now  exceed  $80  billion.  The  committee  is  concerned  that 
the  rules  of  competition  governing  this  volume  of  trade  be  fair  to  all 
concerned.  Consequently,  the  committee  has  tightened  the  domestic 
procedures  with  respect  to  such  international  trade  practices  as  dump- 
ing and  subsidization  of  exports.  Greater  recognition  as  to  the  role  of 
the  Tariff  Commission  as  an  independent  agency  is  emphasized  in 
amendments  made  to  the  Tariff  Act  of  1930.  The  committee  directs  the 
Executive  and  the  Tariff  Commission  to  conduct  a  series  of  studies 
aimed  at  developing  basic  principles  of  free  and  fair  trade,  insuring 
reciprocity  for  U.S.  commerce,  and  fair  international  labor  standards. 
Provision  is  also  made  for  the  solution  of  specific  trade  problems  which 
cannot  be  remedied  under  existing  provisions  of  law. 

antidumping  act  of  19  21 

The  Antidumping  Act  is  amended  to  provide  that  the  Secretary  of 
the  Treasury  must  take  initial  action  within  4  months  after  the  ques- 
tion of  dumping  has  been  presented  to  him.  In  exceptional  cases  the 
Secretary  would  have  an  additional  90  day  period  to  reach  such  a  find- 
ing, if  he  published  in  the  Federal  Register,  within  60  days  after  the 
complaint  is  received,  the  reasons  why  additional  time  is  absolutely 
necessary.  Under  the  committee  amendment,  this  would  require  the 
withholding  of  appraisement  within  that  period  should  the  Secretary 
of  the  Treasury  have  reason  to  suspect  that  sales  at  less  than  fair 
value  are,  or  are  likely  to  be,  taking  place.  Should  the  Secretary  of 
the  Treasury's  initial  action  involve  a  tentative  negative  determina- 
tion, the  Secretary  would  be  authorized  to  withhold  appraisement 
within  three  months  after  the  notice  of  negative  determination  has 
been  made  if  he  should  reverse  his  initial  negative  determination.  In 
addition,  the  Antidumping  Act  is  amended  to  provide  criteria  for  a 
determination  of  dumping  with  regard  to  imports  from  State  con- 
trolled economies.  The  amendment  reflects  existing  Customs  practices. 

countervailing  duty  provision 

The  countervailing  duty  provision  is  amended  to  require  the  Secre- 
tary of  the  Treasury  to  make  a  determination  within  12  months  after 
the  question  is  presented  to  him  as  to  whether  a  bounty  or  grant  has 
been  bestowed  on  imports  into  the  United  States. 

Under  the  bill,  subsidized  duty-free  imports  are  also  to  be  subject  to 
the  countervailing  duty  provisions  but  only  if  the  Tariff  Commission 
should  determine  that  such  subsidized  imports  are  injuring  a  domestic 
industry.  The  countervailing  duty  provision  is  also  amended  to  provide 
the  Secretary  of  the  Treasury  with  discretionary  authority  with  re- 
spect to  the  imposition  of  a  countervailing  duty  on  an  article  subject 
to  quantitative  limitation  or  subject  to  agreements  under  which  the 
volume  of  exports  to  the  United  States  is  limited.  Countervailing 
duties  would  be  imposed  when  the  Secretary  determines  that  such 
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limitations  are  not  an  adequate  substitute  for  a  countervailing  duty 
with  respect  to  the  article  in  question. 

TARIFF  COMMISSION 

In  view  of  the  added  investigative  and  statutory  burden  on  the 
Tariff  Commission  Avhich  will  result  from  this  lejjislation  and  in 
view  of  the  concern  of  the  committee  to  protect  the  independent  nature 
of  the  Tariff  Commission,  the  committee  provided,  in  effect,  that  the 
Tariff  Commission's  budget  shall  be  directly  appropriated  by  the 
Congress  (as  is  the  bud^^et  of  other  independent  agencies  such  as  the 
General  Accounting  Office),  and  that  the  Executive  shall  not  have 
authority  to  reor<ianize  the  Commission.  The  committee  bill  also 
would  direct  the  Tariff  Commission  to  do  a  number  of  studies  which 
could  lay  the  groundwork  for  a  fresh  approach  to  U.S.  trade  problems 
and  agreements. 

COMPREHENSIVE  STUDIES  BY  THE   PRESIDENT  AND  TARIFF  COMMISSION 

There  are  a  number  of  outstanding  problems  in  the  field  of  inter- 
national trade  which  require  intensive  study.  One  such  problem  is 
the  apparent  lack  of  balance  and  reciprocity  in  the  General  Agree- 
ment on  Tariffs  and  Trade.  The  presently  constituted  GATT  agree- 
ment contains  certain  provisions  that  were  written  in  1947  when  the 
United  States  had  an  overwhelmingly  dominant  position  in  world 
trade.  They  were  designed  at  that  time  to  put  more  dollars  into  the 
hands  of  the  then  war-torn  European  countries.  The  international 
economic  positions  of  Europe,  Japan,  and  the  United  States  have 
changed  so  radically  since  the  end  of  World  War  II  that  a  new 
executive  agreement  incorporating  the  provisions  of  commercial 
reciprocity  in  all  trade  and  iuA^estment  matters  appears  to  be  desir- 
able. As  a  first  step  toward  the  realization  of  this  goal,  the  committee's 
bill  authorizes  and  directs  the  executive  branch  and  the  Tariff  Com- 
mission to  conduct  a  series  of  studies  dealing  with  the  U.S.  position 
in  world  trade  and  the  rules  under  which  trading  nations  can  freely 
and  fairly  compete  in  world  markets.  It  would  be  expected  that  this 
series  of  studies  will  lead  to  concrete  negotiating  proposals  to  the 
Congress  and  ultimately  to  new  agreements  and  machinery  for  coping 
with  all  trade  and  investment  problems. 

FOREIGN  TRADE  STATISTICS 

The  committee  trade  amendment  also  provides  for  the  collection  and 
publication  of  U.S.  import  statistics  which  wi^l  show  c.i.f.  value  and 
thus  include  the  cost  of  insurance,  freight  and  other  charges  associated 
with  c.i.f.  value.  This  is  the  practice  recommended  to  all  countries  by 
the  United  Nations  and  the  International  Monetary  Fund  for  com- 
puting balance  of  trade  statistics.  Over  100  countries  have  adopted  the 
so-called  c.i.f.  basis  of  measuring  imports ;  only  the  United  States  and 
a  few  other  countries  use  the  free  on  board  (f.o.b.)  system,  under 
which  imports  are  tabulated  on  the  basis  of  their  value  at  the  foreign 
port.  The  committee  felt  that  the  c.i.f.  system  will  be  more  comparable 
to  the  method  of  publishing  import  statistics  used  by  most  other  coun- 
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tries.  Moreover,  the  committee's  bill  provides  that  U.S.  exports,  which 
are  financed  directly  by  Government  grants  and  credits,  should  be 
shown  separately  from  other  exports  on  all  monthly  statistics  which 
are  published  by  the  Department  of  Commerce. 

MISCELLANEOUS  TRADE  PROVISIONS 

The  committee  trade  amendment  also  would  provide  certain  tariff- 
rate  quota  controls  on  imports  of  glycine  and  related  products  and  on 
mink  f  urskins. 

The  committee  also  provided  a  quarterly  allocation  of  meat  import 
quotas  and  closes  a  loophole  concerning  "prepared"  fresh,  chilled,  and 
frozen  beef  and  veal.  The  committee  amendment  does  not  extend  the 
meat  quota  provisions  to  any  other  products  not  currently  under 
quota. 

The  committee  amendment  also  provides  that  additional  invoice 
information  will  be  required  from  foreign  shippers  for  the  purpose 
of  statistical  classification  of  imports. 

The  committee  amendment  also  would  reduce  the  rate  of  duty  on 
parts  of  ski  bindings. 

A  new  provision  of  law  would  authorize  the  President  to  impose  a 
suspension  of  trade  with  a  nation  which  permits  the  uncontrolled  or 
unregulated  production  of  or  trafficking  in  certain  drugs  in  a  manner 
to  permit  these  drugs  to  fall  into  illicit  commerce  for  ultimate  dis- 
position and  use  in  this  country. 


F.  Amendments  to  Public  Assistance  Programs  and  Work 
Incentive  Program 

1.  AID  TO  THE  AGED,  BLIND,  AND  DISABLED 

National  Minimum  Income  Standards  for  the  Needy  Aged, 
Blind,  and  Disabled 

The  committee  bill  would  establish  a  national  minimum  income 
level  for  persons  who  receive  cash  assistance  under  federally  matched 
State  welfare  programs  for  the  needy  aged,  blind,  and  disabled.  States 
would  be  required  to  provide  a  level  of  assistance  sufficient  to  assure 
persons  in  these  categories  a  total  monthly  income  from  all  sources 
of  at  least  $130  for  a  single  individual  or  $200  for  a  couple.  In  the 
aged  category  this  provision  would  result  in  increased  assistance  for 
eligible  single  aged  individuals  in  about  31  States  and  for  eligible 
aged  couples  in  about  36  States.  Concurrently  with  establishing  these 
national  minimum  standards  for  assistance  to  the  aged,  blind,  and 
disabled,  the  committee  bill  would  make  persons  receiving  such  as- 
sistance ineligible  to  participate  in  the  food  stamp  program.  In  effect, 
the  bill  would  give  needy  persons  more  cash  in  lieu  of  food  stamps. 

Pass- Along  or  Social  Security  Increases  to  Welfare  Recipients 

Under  other  provisions  of  the  bill,  social  security  benefits  would  be 
increased  by  10  percent,  with  the  minimum  basic  social  security  bene- 
fit increased  to  $100  from  its  present  $64  level.  If  no  modification 
were  made  in  present  welfare  law,  however,  many  needy  aged,  blind, 
and  disabled  persons  would  get  no  benefit  from  these  substantial  in- 
creases in  social  security  since  offsetting  reductions  would  be  made 
in  their  welfare  grants.  To  assure  that  such  individuals  would  enjoy 
at  least  some  benefit  from  the  social  security  increases,  the  committee 
bill  requires  States  to  raise  their  standards  of  need  for  those  in  the 
aged,  blind,  and  disabled  categories  by  $10  per  month  for  a  single 
individual  and  $15  per  month  for  a  couple.  As  a  result  of  this  provi- 
sion, recipients  of  aid  to  the  aged,  blind,  or  disabled,  who  are  also 
social  security  beneficiaries,  w^ould  enjoy  an  increase  in  total  monthly 
income  of  at  least  $10  ($15  in  the  case  of  a  couple). 

Definitions  of  Blindness  and  Disability 

The  committee  bill  provides  for  the  establishment  of  nationally 
uniform  definitions  of  blindness  and  disability  for  purposes  of  the 
federally  matched  programs  of  assistance  to  the  blind  and  disabled. 
The  definitions  adopted  are  those  already  applied  in  the  disability 
insurance  program  established  under  title  II  of  the  Social  Security 
Act. 
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The  term  "disability"  would  be  defined  by  the  committee  bill  as 
"inability  to  engage  in  any  substantial  gainful  activity  by  reason  of 
any  medically  determinable  physical  or  mental  impairment  Avhich  can 
be  expected  to  result  in  death  or  has  lasted  or  can  be  expected  to  last 
for  a  continuous  period  of  not  less  than  12  months,"  mth  further 
clarification  of  the  meaning  of  "substantial  gainful  activity." 

The  term  "blindness"  would  be  defined  as  "central  visual  acuity 
of  20/200  or  less  in  the  better  eye  with  the  use  of  correcting  lens." 
Also  included  in  this  definition  would  be  the  particular  sight  limita- 
tion which  is  referred  to  as  "tunnel  vision." 

Under  present  law  each  State  is  free  to  prescribe  its  own  definition 
of  blindness  and  disability,  and  the  committee  bill  would  permit  States 
to  continue  assistance  to  individuals  who  are  now  on  the  rolls  under 
the  existing  State  definition,  but  who  would  not  be  considered  blind 
or  disabled  under  the  new  Federal  definitions. 

Prohibition  of  Liens  in  the  Program  of  Aid  to  the  Blind 

The  committee  bill  would  prohibit  any  State  from  imposing  a  lien 
on  a  blind  individual's  property  as  a  condition  of  his  receiving 
Federally-matched  Aid  to  the  Blind  welfare  payments.  Present  law 
leaves  the  matter  of  liens  up  to  the  discretion  of  the  States. 

Fiscal  Relief  for  the  States 

The  committee  bill  includes  a  provision  which  generally  would  not 
require  States  in  future  years  to  spend  more  for  assistance  to  the 
aged,  blind,  and  disabled  than  90  percent  of  their  expenditures  for 
this  purpose  in  calendar  year  1970.  The  10  percent  savings  would  be 
paid  from  Federal  funds  as  would  the  full  amount  of  any  increased 
expenditures  resulting  from  mandatory  provisions  of  the  bill  (such 
as  the  $10  pass-along  of  social  security  increases  and  the  $130  national 
minimum  standard  for  assistance  to  the  aged,  blind,  and  disabled). 
Increases  in  caseloads  resulting  from  normal  program  growth  would 
also  be  fully  paid  for  with  Federal  funds,  but  increased  expenditures 
resulting  from  liberalizations  in  State  welfare  programs  not  required 
by  Federal  law  would  not  be  covered  by  the  90  percent  limitation. 
Such  optional  State  liberalizations  would  be  financed  in  accord  with 
the  regular  Federal-State  matching  provisions. 

2.  CHILD  CARE 

Although  present  law  includes  provisions  designed  to  make  child 
care  services  available  to  needy  families  with  children,  these  services 
are  still  unavailable  to  many  who  need  them.  The  lack  of  child  care 
is  particularly  serious  for  those  who  wish  to  participate  in  work  or 
training  programs,  or  who  undertake  employment  in  an  effort  to 
become  economically  independent.  The  committee  bill  would  promote 
the  development  of  additional  services  both  by  providing  for  more 
favorable  matching  to  the  States  for  child  care  services  and  by  estab- 
lishing a  new  mechanism  for  the  delivery  of  these  services,  the  Federal 
Child  Care  Corporation. 
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Federal  Matching  Share 

The  bill  provides  for  an  increase  from  75  percent  to  90  percent  in 
the  Federal  matching  share  for  child  care  services  provided  by  the 
States  under  title  IV  part  A  of  the  Social  Security  Act.  The  Secre- 
tary of  Health,  Education,  and  Welfare  would  be  authorized  to  pay 
100  percent  of  the  cost  of  child  care  for  a  limited  period  of  time  in 
cases  where  he  determined  that  necessary  care  would  otherwise  be  un- 
available. The  90  percent  matching  rate  would  be  available  to  the 
States  for  child  care  for  families  receiving  Aid  to  Families  with  De- 
pendent Children  and  also  for  past  and  potential  recipients,  if  the 
State  has  adopted  the  optional  program  for  these  groups.  States  would 
be  required  to  maintain  their  present  efforts  so  that  additional  Federal 
funds  would  result  in  expanded  child  care  services. 

Federal  Child  Care  Corporation 

As  a  mechanism  to  expand  the  availability  of  child  care  services, 
the  bill  Avould  establish  a  Federal  Child  Care  Corporation.  The 
Corporation  would  have  as  its  first  priority  making  available  child 
care  services  to  children  of  parents  eligible  for  such  services  under 
the  AFDC  program  and  Avho  need  them  in  order  to  participate  in 
employment  or  training.  However,  it  would  also  have  the  broader 
function  of  making  child  care  available  for  any  family  which  may 
need  it,  regardless  of  welfare  status. 

The  bill  provides  for  $50  million  as  initial  working  capital  for  the 
Corporation.  This  amount  would  be  in  the  form  of  a  loan  by  the 
Secretary  of  the  Treasury  and  would  be  placed  in  a  revolving  fund. 
The  money  would  be  used  by  the  Corporation  to  begin  arranging  for 
child  care  services.  Initially,  the  Corporation  would  contract  with 
existing  public,  private  nonprofit,  and  proprietary  facilities  to  serve 
as  child  care  providers.  To  expand  services,  the  Corporation  would  also 
give  technical  assistance  and  advice  to  organizations  interested  in 
establishing  facilities  under  contract  with  the  Corporation.  In  addi- 
tion, the  Corporation  could  provide  child  care  services  in  its  own 
facilities. 

Fees  would  be  charged  for  all  services  provided  or  arranged  for  by 
the  Corporation.  The  fees  would  go  into  the  revolving  fund  to  provide 
capital  for  further  development  of  services  and  to  repay  the  initial 
loan.  They  would  be  set  at  a  level  which  would  cover  the  costs  to  the 
Corporation  of  arrang'ing  child  care. 

The  bill  also  includes  a  provision  which  authorizes  the  Corporation 
to  issue  bonds  for  construction  if,  after  the  first  two  years  of  operation, 
the  Corporation  feels  that  additional  funds  for  capital  construction  of 
child  care  facilities  are  needed.  Up  to  $50  million  in  bonds  could  be 
issued  each  year,  with  an  overall  limit  of  $250  million  on  bonds  out- 
standing. Construction  is  to  be  undertaken  only  if  child  care  services 
cannot  be  provided  in  existing  facilities. 

Federal  child  care  sta^^dards  are  specified  in  the  amendment  to  as- 
sure that  adequate  space,  s^^aff  and  health  requirements  are  met.  In 
addition,  facilities  used  by  the  Corporation  would  have  to  meet  the 
Life  Safety  Code  of  the  National  Fire  Protection  Association.  Any 
facility  in  which  child  care  is  provided  by  the  Corporation,  either  di- 
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rectly  or  by  contract,  would  have  to  meet  the  Federal  standards,  but 
would  not  be  subject  to  any  licensino;  or  other  requirements  imposed 
by  States  or  localities. 

The  Corporation,  while  providing  a  mechanism  for  expanding  the 
availability  of  child  care  services,  would  not  provide  funds  to  subsi- 
dize child  care.  Those  who  are  able  to  pay  would  be  charged  the  full 
cost  of  services.  The  cost  of  child  care  needed  by  families  on  welfare 
would  be  paid  by  State  welfare  agencies. 

State  welfare  agencies  would  be  free  to  use  the  services  of  the  Cor- 
poration in  providing  child  care  to  welfare  recipients,  but  would  not 
be  required  to  do  so. 

The  Corporation  would  also  have  the  authority  to  conduct  programs 
of  in-service  training,  either  directly  or  by  contract. 

The  bill  requires  the  Corporation  to  submit  a  report  to  each  Con- 
gress on  the  activities  of  the  Corporation,  including  data  and  infor- 
mation necessary  to  apprise  the  Congress  of  the  actions  taken  to 
improve  the  quality  of  child  care  services  and  plans  for  future 
improvement. 

The  Corporation  would  be  headed  by  a  Board  of  Directors  con- 
sisting of  three  members,  to  be  appointed  by  the  President  with  the 
consent  of  the  Senate.  The  members  of  the  Board  would  hold  office 
for  a  term  of  three  years. 

A  National  Advisory  Council  on  Child  Care  would  be  established 
to  provide  advice  and  recommendations  to  the  Board  on  matters  of 
general  policy  and  with  respect  to  improvements  in  the  administra- 
tion of  the  Corporation.  The  Council  would  be  composed  of  the  Sec- 
retary of  Health.  Education,  and  Welfare,  the  Secretary  of  Labor, 
the  Secretary  of  Housing  and  Urban  Development,  and  12  individuals, 
appointed  by  the  Board. 

3.  IMPROVEMENTS  IN  THE  WORK  INCENTIVE  PROGRAM 

The  Work  Incentive  Program  was  created  by  the  Congress  as  a 
part  of  the  Social  Security  Amendments  of  1967.  It  represents  an 
attempt  to  cope  with  the  problem  of  rapidly  growing  dependency  on 
welfare  by  providing  welfare  recipients  with  the  training  and  job 
opportunities  needed  to  help  them  become  financially  independent.  ^ 

Experience  under  the  program  has  shown  that  a  number  of  modi- 
fications are  desirable.  The  committee's  bill  is  designed  to  strengthen 
and  improve  the  program. 

On-the-Job  Training  and  Public  Service  Employment 

A  major  criticism  of  the  present  Work  Incentive  Program  has  been 
the  lack  of  deA^elopment  of  on-the-iob  trainina:  and  public  service  em- 
ployment. On-the-job  training  and  public  service  employment  offer  the 
best  opportunity  for  employment  of  welfare  recipients  because  they 
provide  training  in  actual  job  situations.  Unfortunately,  less  than  two 
percent  of  the  welfare  recipients  enrolled  in  the  Work  Incentive  Pro- 
gram today  are  participating  in  on-the-job  training  and  public  service 
employment.  The  committee  amendment  would  require  that  at  least 
40  percent  of  the  funds  spent  for  tlie  Work  Incentive  Program  be 
used  for  on-the-job  training  and  public  service  employment. 
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The  committ-^e  bill  would  also  simplify  the  financing  and  increase 
the  Federal  share  of  the  cost  of  public  service  employment  ( formerly 
called  special  work  projects)  by  providing  100  percent  Federal  fimd- 
ing  for  the  first  year  and  90  percent  Federal  sharing  of  the  costs  in 
subsequent  years  (if  the  project  was  in  effect  less  than  three  years, 
Federal  sharing  for  the  first  year  would  be  cut  back  to  90  percent) . 

Tax  Incentive  for  Hiring  WIN  Participants 

As  an  incentive  for  employers  in  the  private  sector  to  hire  individ- 
uals placed  in  employment  through  the  Work  Incentive  Program, 
another  feature  of  the  amendment  would  provide  a  tax  credit  equal 
to  20  percent  of  the  wages  and  salaries  of  these  individuals.  The  credit 
would  only  apply  to  wages  paid  to  these  employees  during  their  first 
12  months  of  employment,  and  it  would  be  recaptured  if  the  employer 
terminated  employment  of  an  individual  during  the  first  12  months 
of  his  employment  or  before  the  end  of  the  following  12  months. 
This  recapture  provision  would  not  apply  if  the  employee  became 
disabled  or  left  work  voluntarily.  (The  tax  credit  is  described  more 
fully  in  Part  H  of  this  summary. ) 

Registration  of  Welfare  Recipients  and  Referral  for  Work 

AND  Training 

Under  present  law,  all  "appropriate"  welfare  recipients  must  be 
referred  by  the  welfare  agency  to  the  Labor  Department  for  par- 
ticipation in  the  Work  Incentive  Program.  Certain  categories  of 
persons  are  statutorily  considered  inappropriate.  Persons  may 
volunteer  to  participate  in  the  Work  Incentive  Program  even  if  the 
State  welfare  agency  finds  them  inappropriate  for  mandatory  referral. 

Another  criticism  of  the  program  has  been  that  the  State  applica- 
tion of  those  standards  of  "appropriateness"  for  the  program  have 
resulted  in  widely  differing  rates  of  referrals  and  program  participa- 
tion. The  committee's  bill  would  eliminate  this  situation  with  a  series 
of  amendments.  First,  it  would  require  welfare  recipients  to  register 
with  the  Labor  Department  as  a  condition  of  welfare  eligibility  unless 
they  fit  within  one  of  the  following  categories : 

1.  Children  who  are  under  age  16  or  attending  school; 

2.  Persons  who  are  ill,  incapacitated  or  of  advanced  age ; 

3.  Persons  so  remote  from  a  WIN  project  that  their  effective 
participation  is  precluded  ; 

4.  Persons  whose  presence  in  the  home  is  required  because  of 
illness  or  mcapacity  of  another  member  of  the  household;  and 

5.  Mothers  with  children  of  preschool  age. 

At  least  15  percent  of  the  registrants  in  each  State  would  be  required 
to  be  prepared  bv  the  welfare  agency  for  traininjr  and  referred  to  the 
AAork  Incentive  Program  each  year;  States  failing  to  meet  this  per- 
centap-e  would  be  subject  to  a  decrease  in  Federal  matching  funds 
tor  aid  to  families  with  dependent  children.  The  committee  bill  would 
also  establish  clear  statutory  direction  in  determinincr  which  individ- 
uals would  receive  employment  or  training  by  generallv  requiring  the 
Departments  of  Labor  and  Health,  Education,  and  Welfare  to  accord 


4B 


priority  in  the  following  order,  taking  into  account  employability 
potential : 

1.  Unemployed  fathers ; 

2.  Dependent  children  and  relatiA^es  age  16  or  over  who  are  not 
in  school,  working  or  in  training ; 

3.  Mothers  who  volunteer  for  participation ;  and 

4.  All  other  persons. 

Thus,  under  the  amendment,  mothers  would  not  be  required  to  par- 
ticipate until  every  person  who  volunteered  was  first  placed. 

Liberalized  Federal  Matching  for  Training 

The  committee  bill  increases  from  80  percent  to  90  percent  the  rate 
of  Federal  matching  for  WIX  training  expenditures.  Welfare  agency 
expenditures  for  social,  vocational  rehabilitation,  and  medical  services 
which  are  provided  to  directly  support  an  individual's  participation  in 
WIX  would  also  be  matched  at  the  90  percent  rate.  Under  existing  law, 
these  services  are  now  generally  matched  by  the  Federal  Government 
at  the  75  percent  rate. 

Labor  Market  Planning  and  Program  Coordination 

The  committee  bill  would  require  the  Secretary  of  Labor  to  estab- 
lish local  labor  market  advisory  councils  whose  function  would  be  to 
identify  present  and  future  local  labor  market  needs.  The  findings  of 
these  councils  would  have  to  serve  as  the  basis  for  local  training  plans 
under  the  Work  Incentive  Program  to  assure  that  training  was  related 
to  actual  labor  market  demands. 

The  committee  also  mandates  coordination  between  the  Departments 
of  Labor  and  Health,  Education,  and  Welfare  and  their  counterparts 
at  the  local  level.  The  committee  bill  would  require  a  separate  WIN 
unit  in  local  welfare  agencies  and  joint  participation  by  welfare  and 
manpower  agencies  in  preparing  employability  plans  for  WIN  par- 
ticipants and  in  program  planning  generally. 

Earned  Income  Disregard 

Under  present  law  States  are  required,  in  determining  need  for  Aid 
to  Families  with  Dependent  Children,  to  disregard  the  first  $30 
monthly  earned  by  an  adult  plus  one-third  of  additional  earnings. 
Costs  related  to  work  (such  as  transportation  costs)  are  also  deducted 
from  earnings  in  calculating  the  amount  of  the  welfare  benefit. 

Two  problems  have  been  raised  concerning  the  earned  income  dis- 
regard under  present  law.  First,  Federal  law  neither  defines  nor  limits 
what  may  be  considered  a  work-related  expense,  and  this  has  led  to 
great  variation  among  States  and  to  some  cases  of  abuse.  Secondly, 
some  States  have  complained  that  the  lack  of  an  upper  limit  on  the 
earned  income  disregard  has  the  effect  of  keeping  people  on  welfare 
even  after  they  are  working  full-time  at  wages  well  above  the  poverty 
line. 

The  committee  bill  would  deal  with  both  of  these  problems  by  modi- 
fying the  earnings  disregard  formula  and  by  allowing  only  day  care 
as  a  separate  deductible  work  expense  (with  reasonable  limitations  on 
the  amount  allowable  for  day  care  expenses).  Under  the  committee 
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bill,  States  would  be  required  to  disregard  the  first  $60  earned  monthly 
by  an  individual  working  full-time  ($30  in  the  case  of  an  individual 
working  part  time)  plus  one-third  of  the  next  $300  earned  plus  one- 
fifth  of  amounts  earned  above  this. 

4.  FAMILY  PLANNING  SERVICES 

Under  present  law^,  family  planning  services  must  be  offered  all  ap- 
propriate welfare  recipients ;  75  percent  Federal  matching  is  available 
in  meeting  the  cost  of  family  planning  services.  The  committee  bill 
would  provide  100  percent  Federal  funding  for  family  planning  serv- 
ices offered  recipients  of  Aid  to  Families  with  Dependent  Children.  In 
addition,  there  would  be  100  percent  Federal  funding,  at  the  State's 
option,  for  those  who  were  once  welfare  recipients  or  who  are  likely 
to  become  welfare  recipients. 

5.  EMERGENCY  ASSISTANCE  FOR  MIGRANT  FAMILIES 

The  bill  would  require  the  States  to  establish  State- wide  programs  to 
provide  emergency  assistance  to  needy  migrant  families  with  children. 
The  Federal  matching  rate  would  be  75  percent.  Under  present  law 
the  establishment  of  programs  for  migrant  families  is  optional  with 
the  States,  and  the  Federal  share  is  50  percent.  As  under  the  existing 
program,  assistance  could  be  in  the  form  of  money  payments  or  pay- 
ments in  kind.  Assistance  would  be  limited  to  a  period  not  to  exceed 
30  days  in  any  12-month  period. 

6.  OBLIGATION  OF  A  DESERTING  FATHER 

Present  law  requires  that  the  State  welfare  agency  undertake  to 
establish  the  paternity  of  each  child  receiving  welfare  who  was  bom 
out  of  wedlock  and  to  secure  support  for  him;  if  the  child  has  been 
deserted  or  abandoned  by  his  parent,  the  welfare  agency  is  required 
to  secure  support  for  the  child  from  the  deserting  parent,  utilizing 
any  reciprocal  arrangements  adopted  with  other  States  to  obtain  or 
enforce  court  orders  for  support.  The  State  welfare  agency  is  further 
required  to  enter  into  cooperative  arrangements  with  the  courts  and 
with  law  enforcement  officials  to  carry  out  this  program.  Access  is 
authorized  to  both  Social  Security  and  Internal  Revenue  Service 
records  in  locating  deserting  parents. 

The  committee  added  to  these  provisions  an  amendment  which  would 
make  it  a  Federal  misdemeanor  for  a  father  to  cross  State  lines  in 
order  to  avoid  his  family  responsibilities. 

In  addition,  the  committee  bill  also  provides  that  an  individual  who 
has  deserted  or  abandoned  his  spouse,  child,  or  children  shall  owe  a 
monetary  obligation  to  the  United  States  equal  to  the  Federal  share 
of  any  welfare  payments  made  to  the  spouse  or  child  during  the  period 
of  desertion  or  abandonment.  In  those  cases  where  a  court  has  issued 
an  order  for  the  support  and  maintenance  of  the  deserted  spouse  or 
children,  the  obligations  of  the  deserting  parent  would  be  limited  to 
the  amount  specified  by  the  court  order.  If  the  State  has  obtained  a 
court  order,  the  Federal  Government  would  attempt  to  recover  both 
the  Federal  and  non-Federal  share  of  welfare  payments  to  the  desert- 
ing father's  family.  If  the  State  has  not  obtained  a  court  order,  the 
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Federal  Government  would  only  attempt  to  recover  the  Federal  share 
of  the  welfare  payments.  The  deserting  parent's  obligation  could  be 
collected  in  the  same  manner  as  any  other  obligation  against  the  United 
States. 

The  bill  also  would  authorize  Federal  officials  knowing  the  where- 
abouts of  a  deserting  parent  to  furnish  this  information  to  such  par- 
ent's spouse  (or  to  the  guardian  of  his  child)  in  cases  in  which  a  court 
order  for  child  support  has  been  issued  against  him. 

7.  CLARIFICATION  OF  CONGRESSIONAL  INTENT  REGARDING  WELFARE 

STATUTES 

Denial  of  Eligibility  for  Aid  to  Families  with  Dependent  Chil- 
dren Where  There  Is  a  Continuing  Parent- Child  Relationship 

Under  present  law,  aid  to  families  with  dependent  children  is  avail- 
able to  children  who  have  been  deprived  of  parental  support  by  reason 
of  the  "continued  absence  from  the  home"  of  a  parent.  In  a  recently 
decided  opinion,  the  Supreme  Court  ruled  that  a  State  could  not  con- 
sider a  child  ineligible  for  welfare  when  there  was  a  substitute  parent 
with  no  legal  obligation  to  support  the  child.  The  Court  stated :  "We 
believe  Congress  intended  the  term  'parent'  in  section  406(a)  of  the 
act  *  *  *  to  include  only  those  persons  with  a  legal  duty  of  support." 

The  committee  bill  would  clarify  Congressional  intent  by  permit- 
ting States  to  take  into  account  the  presence  of  a  man  in  the  house  if 
there  exists  between  the  man  and  the  dependent  child  a  continuing 
parent-child  relationship.  For  purposes  of  determining  whether  such 
relationship  exists  between  a  child  and  an  adult  individual,  only  the 
following  factors  could  be  taken  into  account : 

(1)  They  are  frequently  seen  together  in  public  ; 

(2)  The  individual  is  the  parent  of  a  half-brother  or  half- 
sister  of  the  child ; 

3)  The  individual  exercises  parental  control  over  the  child; 

4)  The  individual  makes  substantial  gifts  to  the  child  or  to 
members  of  his  family ; 

(5)  The  individual  claims  the  child  as  a  dependent  for  income 
tax  purposes  ; 

(6)  The  individual  arranges  for  the  care  of  the  child  when  his 
mother  is  ill  or  absent  from  the  home ; 

(7)  The  individual  assumes  responsibility  for  the  child  when 
there  occurs  in  the  child's  life  a  crisis  such  as  illness  or  detention 
by  public  authorities  ; 

(8)  The  individual  is  listed  as  the  parent  or  guardian  of  the 
child  in  school  records  which  are  designed  to  indicate  the  identity 
of  the  parents  or  guardians  of  children ; 

(9)  The  individual  makes  frequent  visits  to  the  place  of  resi- 
dence of  the  child ;  and 

(10)  The  individual  gives  or  uses  as  his  address  the  address  of 
such  place  of  residence  in  dealing  with  his  employer,  his  creditors, 
postal  authorities,  other  public  authorities,  or  others  with  whom 
he  may  have  dealings,  relationships,  or  obligations. 

A  child-parent  relationship  could  be  determined  to  exist  only  on 
the  basis  of  an  evaluation  of  these  factors  taken  toofether  with'  any 
evidence  which  may  refute  any  inference  related  to  these  factors. 
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Duration  of  Residence  Requirement 

The  committee  bill  requires  States  to  impose  a  one-year  duration  of 
residence  requirement  in  determining  eligibility  for  welfare.  How- 
ever, Federal  matching  would  not  be  denied  solely  because  a  State 
failed  to  meet  this  requirement.  If  a  welfare  recipient  moved  to  a 
State  with  a  one-year  duration  of  residence  requirement,  his  State  of 
origin  would  be  required  to  continue  his  welfare  payments  (as  long  as 
he  remained  eligible)  for  up  to  12  months,  by  which  time  the  indi- 
vidual could  establish  eligibility  for  welfare  in  his  new  State  of 
residence. 

Limitation  on  Duration  of  Welfare  x4.ppeals  Process 

Recently  the  Supreme  Court  ruled  that  assistance  payments  could 
not  be  terminated  before  a  recipient  is  afforded  an  evidentiary  hear- 
ing. The  committee  bill  would  require  that  States  reach  decisions  on 
an  individual  appeal  within  30  days.  The  committee  bill  also  requires 
the  repayment  of  amounts  which  it  is  determined  a  recipient  was  not 
entitled  to  receive.  Any  amounts  not  repaid  could  be  considered  an 
obligation  of  the  recipient  to  be  withheld  from  any  future  assistance 
payments  to  which  the  individual  may  be  entitled. 

States  Permitted  to  Seek  to  Establish  Name  of  Putative  Father 

A  recent  court  decision  held  that  a  mother's  refusal  to  name  the 
father  of  her  illegitimate  child  could  not  result  in  denial  of  aid  to 
families  with  dependent  children  (AFDC).  The  applicable  State 
regulation  Avas  held  to  be  inconsistent  with  the  provision  in  Federal 
law  that  AFDC  be  "promptly  furnished  to  all  eligible  individuals" 
on  the  grounds  that  the  State  regulation  imposed  an  additional  con- 
dition of  eligibility  not  required  by  Federal  law.  The  Court  reached 
this  conclusion  despite  the  explicit  requirement  in  Federal  law  that 
States  attempt  to  establish  paternity  when  a  child  is  bom  out  of 
wedlock. 

The  committee's  bill  would  clarify  congressional  intent  by  specify- 
ing that  the  requirement  that  welfare  be  furnished  "promptly"  may 
not  preclude  a  State  from  seeking  the  aid  of  a  mother  in  identifying 
the  father  of  a  child  born  out  of  wedlock. 

Requiring  Welfare  Recipient  to  Permit  Caseworker  in  the  Home 

The  committee  amendment  permits  States,  if  they  wish,  to  require 
as  a  condition  of  welfare  eligibility  that  recipients  allow  a  caseworker 
to  visit  the  home.  Home  visits  would  have  to  be  made  at  a  reasonable 
time  and  with  reasonable  advance  notice. 

8.  REGULATIONS  OF  THE  DEPARTMENT  OF  HEALTH,  EDUCATION, 

AND  WELFARE 

The  committee  bill  would  curb  the  regulatory  authority  of  the 
Department  of  Health,  Education,  and  Welfare  in  several  particulars. 
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"Declaratiox  Method"  of  Determixixg  Eligibility  Permitted  But 

Not  Required 

The  Committee  bill  would  preclude  the  Secretary  of  Health,  Edu- 
cation, and  Welfare  from  requiring  by  regulation  that  States  use  a 
simplified  declaration  method  in  determining  eligibility  for  welfare. 
As  under  present  law.  States  would  be  free  to  use  this  method  if  they 
so  wished,  but  they  could  not  be  required  to  do  so  by  regulation. 

Defixitiox  of  Uxemploymext 

Under  present  law,  Aid  to  Families  with  Dependent  Children  may 
be  paid  to  a  family  headed  by  an  unemploj^ed  father,  at  the  option 
of  the  State  (23  States  now  offer  such  assistance).  However,  there  is 
no  Federal  definition  of  "unemployment"  in  the  statute.  The  committee 
approved  an  amendment  defining  a  father  as  unemployed  for  welfare 
purposes  if  he  has  worked  less  than  10  hours  in  the  last  week  or  less 
than  80  hours  in  the  last  30  days. 

9.  USE  OF  FEDERAL  FUNDS  TO  UNDERMINE  FEDERAL  PROGRAMS 

The  committee  added  a  section  to  the  general  provisions  of  the  So- 
cial Security  Act  specifying  that  no  Federal  funds  may  be  used  to  pay, 
directly  or  indirectly,  the  compensation  of  any  individual  who  in  any 
way  participates  in  Federally  supported  legal  action  designed  to 
nullify  congressional  statutes  or  policy  under  the  Social  Security  Act. 

10.  USE  OF  SOCIAL  SECURITY  NUMBERS 

The  committee  bill  requires  that  on  and  after  January  1,  1972, 
State  welfare  agencies  use  the  social  security  number  of  each  welfare 
recipient  as  an  identification  number  in  the  administration  of  public 
assistance  programs. 

11.  TESTING  OF  WELFARE  REFORM  ALTERNATIVES 

The  committee  bill  provides  for  a  broad  program  of  testing  of  vari- 
ous approaches  to  reform  of  the  welfare  system.  The  Secretary  of 
Health,  Education,  and  Welfare  would  be  authorized  to  conduct  up  to 
four  tests  of  possible  alternatives  to  the  AFDC  program.  One  or  two 
of  these  tests  would  involve  "family  assistance''  type  programs, 
and  one  or  two  of  the  tests  would  involve  "workfare"  programs.  In 
addition,  the  bill  provides  for  a  pilot  project  of  a  program  of  re- 
habilitation of  welfare  recipients  to  be  administered  by  vocational 
rehabilitation  personnel. 

The  "family  assistance"  tests  would  follow  the  traditional  welfare 
approach  of  providing  money  payments  to  families  with  incomes  be- 
low certain  levels,  but  would  extend  this  assistance  to  all  families  with 
fathers  including  the  so-called  "working  poor" — low-income  families 
headed  by  a  fully  employed  male — ^who  are  not  eligible  for  AFDC. 
As  under  AFDC,  a  portion  of  earnings  would  be  disregarded  to  pro- 
vide Avork  incentives,  and  nondisabled  adults  (with  certain  excep- 
tions) would  be  required  to  accept  employment  or  training. 


The  "workfare"  tests  would  make  a  sharp  distinction  between  wel- 
fare and  "workfare."  Families  with  preschool  age  children  where  the 
father  is  dead,  absent,  or  disabled  would  be  presumed  unemployable 
and  would  be  eligible  for  cash  welfare  payments.  Other  low  income 
families  would  not  be  eligible  for  such  payments  but  would  be  guaran- 
teed work  opportunity,  with  training  and  other  preparation  for  em- 
ployment where  necessary.  Participants  in  these  "workfare"  programs 
would  have  their  wages  supplemented  if  they  are  below  the  minimum 
wage.  Allowances  would  also  be  paid  to  those  in  training.  Child  care 
and  other  services  would  be  provided  as  necessary. 

The  pilot  project  to  test  the  administration  of  welfare  programs  by 
vocational  rehabilitation  personnel  would  involve  assistance  payments 
according  to  regular  AFDC  standards.  These  payments  would,  how- 
ever, be  administered  through  the  facilities  and  personnel  of  the 
Rehabilitation  Services  Administration  which  would  also  apply  its 
rehabilitation  techniques  to  welfare  recipients  in  an  attempt  to  en- 
courage and  assist  adult  individuals  with  a  potential  for  work  to  pre- 
pare for  and  obtain  employment. 

The  various  tests  would  run  for  a  minimum  of  two  years,  involve 
State  sharing  in  costs  at  a  level  not  in  excess  of  State  sharing  in  the 
costs  of  AFDC,  and  involve  continuing  consultation  among  the  De- 
partment of  Health,  Education,  and  Welfare  which  would  conduct 
the  tests,  the  General  Accounting  Office,  and  the  Congress.  Each  test 
would  have  to  cover  all  eligible  families  within  a  State  or  a  part  of  a 
State,  and  for  the  duration  of  the  test  no  AFDC  payments  could  be 
made  to  families  residing  in  the  test  area.  Each  "family  assistance" 
test  would  have  to  run  concurrently  with  a  "workfare"  test  and  the 
two  test  areas  would  have  to  be  comparable  with  respect  to  various 
relevant  factors  including  population,  per  capita  income,  and  un- 
employment rate. 
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G.  Veterans'  Pension  Increase 


The  committee  bill  incorporates  the  text  of  S.  3385,  a  bill  to  increase 
pension  benefits  to  veterans  and  widows  by  up  to  9  percent.  The  com- 
mittee bill  would  also  increase  the  income  limitations,  from  $2,000  to 
$2,300  in  the  case  of  a  veteran  or  widow  alone,  and  from  $3,200  to  $3,600 
in  the  case  of  a  married  veteran  or  widow  with  a  child. 

H.  Miscellaneous  Amendments 

1.  TAX  AMENDMENTS 

Denial  of  Tax  Deduction  With  Respect  to  Certain  Medical 

Referral  Payments 

Present  law  provides  that  no  tax  deduction  is  to  be  allowed  for 
illegal  bribes  or  kickbacks  where,  as  a  result  of  the  payment,  there  is 
successful  criminal  prosecution.  If  the  bribe  or  kickback  does  not 
constitute  a  criminal  act  (presumably  even  if  there  is  a  loss  of  license) , 
or  if  the  taxpayer  is  not  successfully  prosecuted,  the  deduction  is 
allowable. 

This  provision  deletes  the  requirement  in  present  law  of  a  criminal 
conviction  in  the  case  of  bribes  and  kickbacks  before  a  deduction  for 
such  a  payment  is  denied.  In  lieu  thereof,  the  provision  provides  that 
no  deduction  is  to  be  allowed  for  a  bribe  or  kickback  which  is  illegal 
under  either  Federal  or  State  law,  if  these  laws  subject  the  party 
involved  to  liability  for  criminal  or  civil  penalties  (including  the  loss 
of  license).  In  the  case  of  a  payment  which  is  illegal  under  State  law, 
the  deduction  will  be  denied  on  the  basis  of  such  illegality  only  if  the 
law  is  generally  enforced.  Other  sections  of  this  bill  provide  that 
medical  referral  fees  under  the  medicare  or  medicaid  programs  are 
illegal.  It  is  made  clear  that  referral  fees  are  to  be  treated  as  bribes 
or  kickbacks  for  purposes  of  this  provision. 

Required  Information  Relating  to  Excess   Medicare  Tax 
Payments  by  Railroad  Employees 

Present  law  provides  that  a  railroad  employee  whose  work  is 
covered  by  railroad  retirement  and  who  is  also  employed  in  other 
work  covered  by  social  security  is  entitled  to  receive  a  credit  or  refund 
of  the  excess  medicare  tax  he  may  have  paid  because  of  this  dual 
employment  status.  To  enable  a  railroad  employee  to  claim  his  excess 
medicare  tax  as  a  credit  on  his  income  tax  return,  all  railroad  employers 
are  required  to  include  on  the  W-2  forms  given  to  their  employees, 
the  amount  of  compensation  covered  by  railroad  retirement  and  the 
hospital  tax  deducted. 

Because  of  the  inability  of  most  railroads  to  furnish  the  required 
information  by  January  31  (primarily  because  of  a  broader  wage  con- 
cept under  railroad  retirement)  and  the  fact  that  only  a  relatively 
few  employees  are  eligible  for  this  refund,  this  provision  changes  the 
requirement  that  railroad  employers  supply  separate  hospital  tax 
information  on  the  W-2  forms  for  all  of  their  employees.  In  lieu 
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thereof,  the  provision  requires  that  railroad  employers  include  on,  or 
with,  the  W-2  form  furnished  to  its  employees,  a  notice  with  respect 
to  the  allowance  of  the  credit  or  refund  of  the  tax  on  railroad-covered 
wages  in  those  cases  where  the  employee  has  also  received  other  wages 
covered  under  the  social  security  program.  Upon  the  request  of  an 
employee,  railroad  employers  are  required  to  furnish  to  the  employee 
a  written  statement  showing  the  amount  of  the  railroad  tax  coverage, 
the  total  amount  deducted  as  tax,  and  the  portion  of  the  total  amount 
which  is  for  the  financing  of  the  cost  of  hospitalization  insurance 
under  the  medicare  program. 

Reporting  of  Medical  Payments 

Present  law  provides  that  a  person  Avho  makes  specified  kinds  of 
payments  in  the  course  of  a  trade  or  business  to  another  person, 
amounting  to  $600  or  more  in  a  calendar  year,  must  file  an  information 
return  showing  the  amount  paid  and  the  name,  address,  and  identify- 
ing number  of  the  recipient.  Although,  under  this  general  requirement, 
persons  engaged  in  a  trade  or  business  are  required  to  report  direct 
payments  to  providers  of  health  care  services  (often  described  as 
''assigned"  payments),  there  is  no  authority  under  present  law  to 
require  the  reporting  of  payments  made  to  patients  themselves 
C'unassigned"  payments),  even  though  in  the  normal  circumstances, 
they  are  paid  over  to  providers  of  health  care  services,  or  represent 
reimbursement  of  earlier  payments. 

The  bill  provides  specifically,  in  addition  to  the  general  requirement 
of  present  law,  that  all  payments  in  the  course  of  a  trade  or  business 
made  to  providers  of  health  care  services  in  the  case  of  direct  or 
"assigned"  payments  must  be  reported.  Further,  in  the  case  of  "un- 
assigned"  or  indirect  payments,  reporting  will  be  required  in  those 
cases  where  the  Federal  Government  administers  the  health  program 
or  funds  the  program  to  a  substantial  extent.  The  reporting  require- 
ment specifically  includes  professional  service  corporations,  proprietary 
hospitals,  and  other  payees  who  may  act  as  conduits  for  providers  of 
health  care  services. 

The  provision  also  requires  the  Secretary  of  the  Treasury  and  the 
Secretary  of  Health,  Education,  and  Welfare  to  study  the  extent  to 
which  ''unassigned"  and  ''assigned"  claims  are  used  to  obtain  pay- 
ments from  insurance  organizations  and  to  report  each  year  to  the 
Senate  Committee  on  Finance  and  the  House  Committee  on  Ways 
and  Means  any  significant  shift  from  the  use  of  "assigned"  claims  to 
"unassigned"  claims.  In  addition,  the  provision  requires  that  the 
Secretary  of  Health,  Education,  and  Welfare  keep  records  showing 
the  identity  of  each  provider  of  medical  or  health  care  items  or  serv- 
ices under  the  medicare  and  medicaid  programs,  the  types  of  items  or 
services  provided  and  the  aggregate  amounts  paid  to  the  providers 
under  each  program.  Health  care  providers  are  required  to  be  identified 
by  their  taxpayer  identifying  numbers.  The  Secretary  of  Health, 
Education,  and  Welfare  must  submit  to  the  Senate  Committee  on 
Finance  and  the  House  Committee  on  Ways  and  Means  annually  a 
report  identifying  each  person  who  is  paid  a  total  of  $25,000  or  more 
during  the  preceding  year  under  the  medicare  and  medicaid  programs. 
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These  reports  are  due  to  be  submitted  for  the  calendar  year,  beginning 
with  1970,  not  later  than  June  30  of  the  following  calendar  year. 

Tax  Credit  for  Portion  of  Salary  Paid  Participants  in  Work 
Incentive  Programs 

Under  present  law  there  are  no  spedial  tax  provisions  relating  to 
the  costs  of  employee  training  programs.  These  costs  are  treated  as 
any  other  business  expense  and  may  be  deducted  if  they  are  ordinary 
and  necessary  in  carrying  on  the  taxpayer's  trade  or  business. 

This  joTOvision  provides  a  special  tax  incentive  for  employers  who 
hire  individuals  under  a  work  incentive  program  (WIN)  established 
under  section  432(b)(1)  of  the  Social  Security  Act.  The  taxpayer 
would  be  allowed,  as  a  credit  against  his  income  tax  liability,  and  in 
addition  to  his  regular-  business  deduction,  an  amount  equal  to  20% 
of  the  w^ages  and  salaries  paid  to  the  employee  during  the  first 
12  months  of  his  employment.  Any  unused  tax  credits  could  be  car- 
ried back  to  the  three  preceding  taxable  years  (but  only  to  a  taxable 
year  beginning  after  December  31,  1968)  and  then  could  be  carried 
forward  to  the  next  seven  succeeding  taxable  years. 

However,  if  the  taxpayer  terminated  the  employment  of  the  individ- 
ual at  any  time  during  the  first  12  months  of  employment,  or  at  any 
time  during  the  next  12  months,  any  tax  credit  allowed  under  this  pro- 
vision would  be  recaptured.  The  credit  would  be  recaptured  by  in- 
creasing the  taxpayer's  tax  liability,  in  the  year  of  termination,  by 
an  amount  equal  to  previous  tax  credits  allowed  with  respect  to  the 
employee.  The  recapture  provision  would  not  apply  if  the  employee 
voluntarily  left  the  employment  of  the  taxpayer,  or  if  the  employee 
became  disabled.  Further,  a  credit  would  not  be  allowed  for  any  ex- 
penses of  training  outside  the  United  States  or  if  the  employee  is 
closely  related  to  the  taxpayer. 

Retirement  Income  Credit 

Present  law  provides  a  retirement  income  credit  of  15  percent  of 
eligible  retirement  income  up  to  a  maximum  of  $1,524  for  a  single 
person  and  $2,286  for  married  couples  where  each  is  fully  eligible  in 
his  or  her  own  right.  The  credit  is  designed  to  j^rovide  comparable 
tax  treatment  to  those  who  receive  tax-exempt  social  security  benefits 
and  those  who  receive  taxable  pensions.  Consequently,  the  maximum 
base  for  the  credit  is  reduced  by  social  security  benefits  received  and  by 
earnings  in  excess  of  $1,200 — a  reduction  of  50  cents  for  each  dollar 
of  earnings  between  $1,200  and  $1,700  and  dollar  for  dollar  for  earn- 
ings in  excess  of  $1,700. 

Because  of  increases  in  social  security  benefits  since  the  present  maxi- 
mum base  for  the  credit  was  established,  this  provision  increases  the 
base  for  the  credit  to  more  closely  approximate  the  current  levels 
of  social  security  benefits.  It  increases  the  $1,524  to  $1,872  and  the 
$2,286  to  $2,808.  In  addition,  the  amount  that  can  be  earned  without 
reducing  the  base  for  the  credit  is  raised  from  $1,200  to  $1,680  and 
the  range  within  which  the  base  is  reduced  50  cents  for  each  dollar  of 
earnings  is  raised  to  $1,680  to  $2,880. 
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2.  OTHER  AMENDMENTS 

The  committee  also  added  provisions  relating  to  the  authorization 
of  the  managing  trustee  of  the  social  security  trust  funds  to  accept 
gifts  made  unconditionally  to  the  Social  Security  Administration, 
authorizing  loans  for  the  installation  of  sprinkler  systems  necessary 
for  facilities  to  meet  medicare  standards,  increasing  the  grade  level 
of  the  Commissioner  of  Social  Security,  requiring  the  consent  of  the 
Senate  to  future  appointments  to  the  position  of  Administrator  of 
Social  and  Rehabilitation  Services,  and  extension  of  the  provision  for 
disregarding  certain  social  security  benefit  increases  under  welfare 
programs. 
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III.  OLD-AGE,  SURVIVORS,  AND  DISABILITY 
INSURANCE  BENEFITS 


1.  PROVISIONS  OF  THE  HOUSE  BILL  THAT  WERE  NOT  CHANGED  BY 

THE  COMMITTEE 

Increase  in  Special  Payments  to  People  Age  72  or  Older 
(Sec.  102  of  the  bill) 

The  bill  would  increase  by  5  percent  the  special  cash  payments  that 
are  made  under  present  law  to  people  age  72  and  older  who  are  not 
insured  for  regular  cash  benefits  under  the  social  security  system. 

Under  the  1965  amendments  to  the  social  security  law,  special 
monthly  payments  were  provided  for  certain  people  who  reached  age 
72  before  1969  on  the  basis  of  less  work  than  is  needed  to  qualify  for 
regular  cash  benefits.  The  cost  of  the  payments  under  this  provision  is 
met  out  of  the  old-age  and  survivors  insurance  trust  fund. 

Special  monthly  payments  were  also  provided,  under  an  amendment 
to  the  law  enacted  in  1966,  for  persons  with  no  social  security  credits 
who  reached  age  72  before  1968  and  for  persons  who  reach  age  72 
after  1968  and  before  1972  who  have  earned  credit  for  some  work  but 
who  do  not  qualify  for  payments  under  either  the  regularly  insured 
or  transitionally  insured  feature  in  the  law.  Payments  made  to  the 
uninsured  aged  are  reduced  by  the  amount  of  any  pension,  retirement 
benefit,  or  annuity  that  a  person  is  receiving  under  any  other  govern- 
mental pension  system.  Also,  the  payments  are  suspended  for  any 
month  for  which  the  person  receives  a  payment  under  a  federally 
aided  public  assistance  program.  Most  of  the  cost  of  the  payments 
under  this  provision  is  met  from  general  revenues. 

Under  the  increase  provided  in  the  bill,  the  payments  under  both 
of  these  special  provisions  would  be  increased  by  5  percent,  from  $46 
to  $48.30  for  an  individual  and  from  $69  to  $72.50  for  a  couple,  effec- 
tive for  January  1971.  About  6,000  people  who  do  not  now  get  the 
special  payments  because  they  are  now  getting  payments  either  under 
another  governmental  pension  system  that  are  as  large  as  the  special 
payment  under  present  law  or  because  they  are  getting  welfare  pay- 
ments would  qualify  for  payments,  and  about  600,000  people 
would  qualify  for  higher  payments,  under  this  provision. 

An  estimated  $16  million  in  additional  payments  would  be  paid  out 
in  the  first  full  year;  about  $14  million  of  this  amount  would  be  paid 
from  general  revenues. 

The  benefit  increase  would  be  effective  for  January  1971.  However, 
like  the  regular  benefit  increase — discussed  below — the  increased 
amounts  would  not  be  paid  until  April. 

(63) 
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Liberalization  of  the  Retirement  Test 

(Sees.  105  and  106  of  the  bill) 

Under  present  law,  if  a  beneficiary  under  age  72  earns  more  than 
$1,680  in  a  year,  $1  less  in  benefits  is  paid  for  each  $2  of  earnings 
between  $1,680  and  $2,880  and  for  each  $1  of  earnings  above  $2,880. 
However,  full  benefits  are  paid,  regardless  of  the  amount  of  annual 
earnings,  for  any  month  in  which  the  beneficiary  neither  works  for 
wages  of  more  than  $140  nor  renders  substantial  services  in  self- 
employment. 

Under  the  committee  bill,  a  beneficiary  would  receive  the  full 
amount  of  his  benefits  each  month  if  his  annual  earnings  did  not  exceed 
$2,000  and  his  benefit  would  be  reduced  by  $1  for  each  $2  of  earnings 
above  $2,000. 

The  committee  bill,  like  the  House  bill,  would  increase  from  $140 
to  $166.66^3  the  amount  of  wages  a  beneficiary  may  earn  in  a  given 
month  and  still  get  full  benefits  for  that  month,  regardless  of  his 
annual  earnings.  The  changes  would  update  the  retirement  test  to 
take  into  account  the  increase  in  earnings  levels  since  the  present 
$1,680  annual  exempt  amount  became  effective  (in  1968)  and  make 
possible  an  increase  in  annual  income  for  many  of  the  beneficiaries 
who  work. 

The  bill  would  also  retain  the  retirement  test  provision  in  the  House 
bill  that  would  apply  in  the  year  in  which  a  worker  reaches  age  72. 
Under  present  law%  benefits  are  not  withheld  under  the  test  for  months 
when  the  person  is  age  72  or  older.  However,  in  the  year  in  which  a 
beneficiary  reaches  age  72,  earnings  in  and  after  the  month  in  which 
he  reaches  age  72  are  counted  in  determining  whether  benefits  are 
reduced  or  withheld  for  the  months  before  he  reached  age  72.  Many 
beneficiaries  believe  that  earnings  after  they  reach  age  72  are  not 
counted  under  the  retirement  test;  as  a  result,  they  may  find  that 
they  have  been  overpaid.  The  committee  bill  would  provide  that 
only  amounts  earned  before  the  month  in  which  the  beneficiary  be- 
came 72  would  be  used  in  determining  his  earnings  for  the  year  for 
retirement  test  purposes.  In  applying  this  provision,  the  earnings  of  a 
self-employed  beneficiary  would  be  prorated  equally  to  the  months 
in  his  taxable  year.  I 

About  650,000  beneficiaries  who  will  receive  some  benefits  for  ! 
months  in  1971  under  present  law  would  receive  additional  benefits,  , 
and  about  380,000  persons  who  would  receive  no  benefits  under  present 
law  would  receive  some  benefits.  Additional  benefit  payments  in  the 
first  full  year  would  be  about  $404  million. 

The  provision  would  be  effective  for  taxable  years  ending  after  1970. 

Dependent  Widower's  Benefits  at  Age  60  , 

(Sec.  107  of  the  bill)  | 

Under  present  law,  an  aged  widow  can  become  entitled  to  mdow's  i 
insurance  benefits  at  age  60,  but  an  aged  dependent  widower  cannot 
become  entitled  to  dependent  widower's  benefits  until  age  62.  The 
1965  amendments  lowered  the  age  of  eligibility  for  widows  from  62  to 
60  but  did  not  change  the  age  of  eligibility  for  dependent  widowers. 
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The  committee  believes  that  the  age  of  ehgibihty  should  be  the  same 
for  aged  dependent  widowers  as  for  aged  widows.  Accordingly,  the  bill 
would  lower  the  age  of  eligibility  for  aged  dependent  widower's  benefits 
from  62  to  60.  The  benefits  payable  to  an  aged  dependent  widower 
who  starts  getting  benefits  before  age  62  would  be  actuarially  reduced, 
as  are  the  benefits  under  present  law  for  aged  widows  who  come  on  the 
benefit  rolls  before  age  62. 

Because  the  benefit  amount  payable  at  age  60  would  be  reduced  to 
take  account  of  the  longer  period  over  which  benefits  would  be  paid, 
the  payment  of  these  benefits  would  not  result  in  any  additional 
long-range  cost  to  the  program. 

Application  for  Disability  Benefits  After  Disabled  Worker's 

Death 

(Sec.  Ill  of  the  bill) 

Under  present  law,  an  application  must  be  filed  with  the  Social 
Security  Administration  to  establish  entitlement  to  social  security 
disability  insurance  benefits  by  the  disabled  worker  or,  if  he  is  unable 
to  file  an  application,  by  another  person  on  his  behalf.  In  either  event, 
entitlement  to  disability  insurance  benefits  cannot  be  established  unless 
the  application  is  filed  during  the  worker's  lifetime. 

In  most  cases  a  timely  application  is  filed  by  or  on  behalf  of  a  dis- 
abled worker  who  meets  the  other  eligibility  conditions  of  the  law, 
so  that  the  benefit  rights  of  both  the  disabled  worker  and  his  depend- 
ents are  protected.  However,  in  a  relatively  few  cases  a  disabled 
worker  who  would  have  been  eligible  for  benefits  dies  before  an  appli- 
cation is  filed  and  his  disability  benefit  rights  are  lost.  As  a  result,  the 
living  expenses  and  additional  costs  incurred  by  the  disabled  worker 
during  the  period  of  his  disablement  may  remain  unpaid  and  become 
obligations  of  his  survivors. 

The  committee  has,  therefore,  approved  the  provision  of  the  House 
bill  which  would  permit  disability  insurance  benefits  to  be  paid  if  an 
application  is  filed  within  3  months  after  the  month  in  which  a  dis- 
abled worker  dies.  Benefit  payments  which  would  have  been  payable 
upon  application  by  the  disabled  worker  would  then  be  payable  for  up 
to  twelve  months  prior  to  the  month  in  which  an  application  is  filed. 
An  application  filed  within  the  extended  period  would  also  permit 
entitlement  to  dependent's  benefits  to  be  established. 

The  provision  would  apply  in  cases  of  deaths  occurring  in  or  after 
the  year  of  enactment.  In  cases  in  which  the  disabled  worker  died  in  the 
year  the  bill  is  enacted  but  prior  to  enactment  of  the  bill,  an  application 
could  be  filed  within  three  months  after  the  date  of  enactment  and  the 
application  would  be  deemed  to  have  been  filed  in  the  month  of  death. 

Penalty  for  Furnishing  False  Information  To  Obtain  a  Social 
Security  Account  Number 

(Sec.  114  of  the  bill) 

Under  present  law,  criminal  penalties  are  provided  for  any  person 
who  makes  a  false  representation  to  obtain  payment  of  social  security 
benefits  which  are  not  due  him.  These  penalties  may  be  applied,  for 
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example,  if  a  person  attempts  to  get  benefits  based  on  his  own  earnings 
under  more  than  one  social  security  number,  or  to  avoid  having  his 
benefits  withheld  under  the  retirement  test  by  drawing  benefits  under 
one  number  while  continuing  to  work  for  high  earnings  under  a  false 
name  and  another  number,  or  to  continue  to  draw  disability  benefits 
while  engaged  in  substantial  gainful  employment  under  another 
name  and  number.  Penalties  are  not  provided  in  the  social  security 
law  for  those  individuals  who  give  false  information  in  order  to  secure 
multiple  social  security  numbers  with  an  intent  to  conceal  their  true 
identities. 

The  use  of  false  names,  aided  by  a  social  security  number  issued  in 
false  names,  has  led  to  a  number  of  problems  in  both  private  business 
and  the  administration  of  Government  programs.  Therefore,  the  bill 
as  passed  by  the  House  and  approved  by  the  committee  would  provide 
criminal  penalties  if  an  individual,  with  intent  to  deceive  the  Secretary 
of  Health,  Education,  and  Welfare  as  to  his  true  identity  knowingly 
and  willfully  furnishes  false  information  on  an  application  for  a  social 
security  number  for  the  purpose  of  obtaining  more  than  one  number 
or  of  establishing  a  social  security  record  under  a  different  name. 
Upon  conviction,  an  individual  shall  be  fined  not  more  than  $1,000 
or  imprisoned  for  not  more  than  one  year,  or  both.  The  penalty  would 
not  be  applicable,  however,  if  the  person  obtaining  more  than  one 
social  security  number  provides  sufficient  information  to  permit  the 
Social  Security  Administration  to  identify  all  the  numbers  issued  to 
such  person  so  that  all  of  his  wage  credits  may  be  combined. 

Guarantee  That  No  Family  Would  Have  Its  Total  Family 
Benefits  Decreased  as  a  Result  of  an  Increase  in  the 
Worker's  Benefit 

(Sec.  115  of  the  bill) 

In  the  past,  when  general  benefit  increases  have  been  enacted,  it 
has  been  possible  in  certain  cases  for  a  family  that  comes  on  the  bene- 
fit rolls  after  the  increase  is  effective,  and  who  is  entitled  to  retroactive 
benefits  in  the  period  before  the  increase  is  effective,  to  have  its  total 
family  benefits  decreased  slightly  below  what  they  would  be  if  the 
family  had  been  on  the  rolls  in  the  month  before  the  benefit  increase 
became  effective.  A  decrease  of  this  sort  can  also  occur  when  a  worker's 
benefit  is  increased  as  a  result  of  a  recomputation  of  his  benefit  to 
include  additional  earnings.  The  decreases  occur  in  cases  where  the 
family  maximum  provision  applies  and  the  worker's  benefit  is  actu- 
arially reduced  (because  it  started  before  age  65) . 

A  special  provision  was  included  in  the  1969  amendments  to  prevent 
a  decrease  in  total  family  benefits  from  occurring  under  the  general 
benefit  increase  that  was  included  in  those  amendments.  But  the  pro- 
vision was  only  temporary  in  effect — it  applied  only  to  the  general 
benefit  increase  under  the  1969  amendments,  and  did  not  apply  to 
recomputations  required  in  the  future  because  the  beneficiary  had 
additional  earnings. 

The  bill  includes  a  provision  under  which  no  family  would  have  its 
total  family  benefits  decreased  because  of  an  increase  in  the  worker's 
benefit  resulting  from  a  recomputation  of  the  worker's  benefit  to  in- 
clude additional  earnings.  (The  10-percent  increase  in  the  maximum 
family  benefits  provided  under  the  committee  bill  will  avoid  any 
decrease  in  family  benefits  as  a  result  of  the  general  benefit  increase.) 
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2.  PROVISIONS  OF  THE  HOUSE  BILL  THAT  WERE  MODIFIED  BY  THE 

COMMITTEE 

Social  Security  Cash  Benefits 

(Sec.  101  of  the  bill) 

Since  the  Social  Security  Act  first  became  law,  the  Congress  has 
taken  action  a  number  of  times  to  assure  that  benefit  levels  remain 
reaUstic  and  adequate.  Their  adequacy  has  been  evaluated  in  the 
context  of  changes  in  the  cost  of  living,  changes  in  earnings  levels, 
and  changes  in  living  standards.  Most  recently,  a  15-percent  across- 
the-board  benefit  increase  was  included  in  legislation  approved  by  the 
Congress  last  year,  with  the  increase  applicable  to  benefits  payable 
beginning  January  1970. 

The  committee  recommends  that  social  security  benefits  be  further 
increased  across  the  board  by  10  percent,  effective  January  1971. 
This  contrasts  with  the  5-percent  increase  provided  in  the  House  bill. 
The  committee  bill  would  modify  or  eliminate  a  number  of  provisions 
in  the  House  bill  affecting  select  groups  of  beneficiaries;  a  portion  of 
the  funds  provided  for  these  special  benefits  in  the  House  bill  would 
pay  part  of  the  cost  of  providing  an  across-the-board  increase  of  10 
percent  for  social  security  beneficiaries. 

Another  major  change  included  in  the  committee  bill  would  provide 
a  $100  minimum  primary  insurance  amount — the  amount  paid  when 
benefits  start  at  age  65  or  later — compared  with  a  $64  minimum 
under  present  law  and  a  $67.20  minimum  benefit  under  the  House  bill. 

Under  the  present  law,  monthly  benefits  for  workers  who  retire 
at  age  65  in  1971  will  range  from  $64  to  $193.70;  under  the  House- 
passed  bill  these  amounts  would  range  from  $67.20  to  $203.40;  under 
the  committee  bill  the  amounts  would  range  from  $100  to  $213.10. 
Additional  illustrations  of  the  monthly  benefits  payable  under  present 
law,  under  the  House-passed  bill,  and  under  the  committee  bill  are 
shown  in  the  table  below. 

ILLUSTRATIVE  MONTHLY  BENEFITS  PAYABLE  UNDER  PRESENT  LAW,  UNDER  THE  HOUSE  BILL,  AND  UNDER  THE 

COIVIIVIITTEE  BILL 


Worker  2  Couple  23  Widow-mother  and  2  children 

Average  

monthly  Present      House    Commit-     Present      House    Commit-     Present      House  Commit- 

earningsi  law  bill      tee  bill         law  bill     tee  bill         law        bilM       tee  bill 


$765   $64.00  $67.20  $100.00  $96.00  $100.80  $150.00      $96.00  $100.80  $150.00 

$1135   90.60  95.20  100.00      135.90  142.80  150.00      135.90  142.80  150.00 

$150   101.70  106.80  111.90      152.60  160.20  167.90      152.60  160.20  167.90 

$250   132.30  139.00  145.60      198.50  208.50  218.40      202.40  208.50  222.70 

$350    161.50  169.60  177.70  242.30  254.40  266.60      280.80  280.80  308.90 

0 

$450   189.80  199.30  208.80      284.70  299.00  313.20      354.40  354.40  389.90 

$550   218.40  229.40  240.30  327.60  344.10  360.50      395.60  395.60  435.20 

$650   8  250.70  263.30  275.80  9  376.10  395.00  413.70  0434.40  434.40  482.70 

$750   (7)  8  283.00  8  295.80        (J)  8424. 50  8443.70        (7)  8474.40  8517.7a 


1  Figured  generally  over  5  less  than  the  number  of  years  elapsing  after  1936  or  1950,  or  age  21,  if  later,  and  up  to  the 
year  of  death,  disability,  or  attainment  of  age  65  for  men  (62  under  the  House  bill  for  those  on  the  rolls  and  those  who 
come  on  in  the  future;  62  for  those  who  reach  age  62  in  1973  or  after  with  the  years  graded  in  for  men  who  reach  age  62 
in  1971  and  1972  under  the  committee  bill)  and  62  for  women. 

2  For  a  worker  who  is  disabled  or  who  is  age  65  or  older  at  the  time  of  retirement  and  a  wife  age  65  or  older  at  the 
time  when  she  comes  on  the  benefit  rolls. 

3  Survivor  benefit  amounts  for  a  widow-mother  and  1  child  or  for  2  parents  would  be  the  same  as  the  benefits  for  a 
man  and  wife. 

*  For  families  already  on  the  benefit  rolls  who  are  affected  by  the  maximum  benefit  provisions,  the  amounts  payable 
under  the  bill  would  in  some  cases  be  somewhat  higher  than  those  shown  here. 

5  Under  present  law,  and  under  the  House  bill,  average  monthly  earnings  of  $76  or  less  result  in  a  minimum  benefit; 
under  the  committee  bill,  average  monthly  earnings  of  $113  or  less  result  in  a  minimum  benefit. 

«  Generally  payable  to  people  who  retire  at  age  65  in  2006. 

1  Not  applicable,  since  the  highest  possible  average  earnings  is  $650, 
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Some  25.7  million  beneficiaries  on  the  rolls  in  January  1971  would 
have  their  benefits  increased  under  this  provision.  An  estimated  $5 
billion  in  additional  benefits  would  be  paid  in  the  first  full  year. 

The  benefit  increase  would  be  effective  for  January  1971.  However, 
because  of  the  time  required  to  make  the  changes  in  the  Social 
Security  Administration's  records  and  procedures  needed  to  pay  the 
increased  benefits,  the  first  check  at  the  higher  rates  would  be  for  next 
March,  payable  in  April.  In  addition,  a  separate  check  covering  the 
retroactive  increase  for  January  and  February  would  also  be  issued 
in  April. 

Increase  in  Maximum  Family  Benefits 
(Sees.  101  and  of  131  the  bill) 

Ever  since  1940,  when  monthly  benefits  were  first  provided  for 
dependents  and  survivors,  there  has  been  a  limitation  on  the  total 
monthly  benefits  payable  to  a  family  on  a  worker's  earnings  record. 
The  purpose  of  the  limitation  is  to  relate  family  benefits  to  the  ap- 
proximate take-home  pay  of  the  worker.  The  limitation — the  so-called 
family  maximum — is  related  to  the  worker's  average  monthly  earnings 
under  the  program;  under  present  law  it  is  80  percent  of  the  first  $436 
of  average  monthly  earnings  (two-thirds  of  the  maximum  possible 
average  monthly  earnings — $650  under  the  $7,800  contribution  and 
benefit  base),  plus  40  percent  of  the  next  $214  of  average  monthly 
earnings,  but  not  less  than  13^2  times  the  primary  insurance  amount. 

The  committee  believes  that  the  efl'ect  of  the  family  maximum 
provisions  when  there  is  a  benefit  increase  results  in  certain  inequities 
which  should  not  be  allowed  to  continue.  Under  the  present  law,  the 
family  maximum  is  related  to  a  worker's  average  earnings,  which  do 
not  change  when  benefits  are  increased.  Therefore,  it  has  been  necessary 
to  provide,  with  each  across-the-board  benefit  increase,  assurance  that 
families  on  the  benefit  rolls  do  not  lose  benefits  and  that  the  family  as 
a  whole  will  get  increased  payments.  The  way  this  has  been  done  in 
the  past  has  created  a  situation  in  which  people  on  the  benefit  rolls 
when  a  benefit  hike  becomes  effective  get  an  increase  while  people  in 
identical  circumstances  who  come  on  the  rolls  in  the  next  month  do 
not.  For  example,  a  3-person  family  who  was  on  the  benefit  rolls  prior 
to  the  effective  date  and  which  was  getting  a  maximum  family  benefit 
of  $300  a  month  would  have  had  its  total  benefits  increased  under  the 
House-passed  bill  to  $315  a  month.  But  a  family  with  the  same  number 
of  beneficiaries  whose  benefit  was  based  on  the  same  average  earnings 
as  the  first  family,  but  who  came  on  the  rolls  a  few  days  later,  would 
have  the  total  benefit  limited  by  the  family  maximum,  which  would 
not  have  been  changed.  The  family,  therefore,  would  get  only  $300  a 
month.  This  situation  should  not  occur  and  the  committee  bill  would 
adopt  a  new  policy  of  treating  families  who  come  on  the  rolls  after  the 
benefit  increase  in  the  same  way  that  families  on  the  rolls  before  the 
increase  are  treated. 

Thus,  the  committee  bill  provides  (in  the  benefit  table  and  in  the 
section  relating  to  cost-of-living  increases)  that  families  coming  on  the 
rolls  after  a  benefit  increase  is  enacted,  as  well  as  families  ahead}'  on  the 
rolls  at  the  time  the  increase  is  enacted,  would  be  guaranteed  the  full 
amount  (10  percent  under  the  committee  bill)  of  the  current  and  future 
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general  benefit  increases.  Under  the  committee  bill,  maximum  family 
benefits  would  range  from  1.5  to  1.88  times  the  worker's  benefit 
amount  payable  at  age  65.  The  level-cost  of  the  change  would  be 
0.04  percent  of  taxable  payroll. 

The  provision  would  be  effective  January  1,  1971. 

CosT-oF-LiviNG  Increases 

(Sec.  131  of  the  biU) 

The  committee  has  revised  the  House-passed  provisions  which 
would  provide  for  automatic  increases  in  social  security  benefit  levels, 
the  tax  base  and  the  exempt  amount  under  the  retirement  test.  The 
committee  bill  stresses  the  predominant  role  of  Congress  in  determin- 
ing when  economic  and  social  conditions  have  changed  so  as  to  require 
a  change  in  benefit  levels  (and  related  changes  in  tax  levels  and  in  the 
retirement  test  exempt  amount).  Under  the  committee  bill,  Congress 
would  retain  the  primary  role  in  determining  benefit  levels  with  the 
automatic  provisions  serving  as  a  back-up  to  assure  that  in  the  absence 
of  Congressional  action,  the  real  value  of  benefits  would  not  be  seri- 
ously eroded  by  rising  prices.  In  addition,  the  cost  of  any  automatic 
benefit  increases  would  have  no  effect  on  the  financial  and  actuarial 
status  of  the  social  security  trust  funds. 

The  House-passed  bill  would  require  the  Secretary  of  Health, 
Education,  and  Welfare  to  determine  each  year,  on  the  basis  of  the 
average  Consumer  Price  Index  for  the  third  calendar  quarter,  whether 
the  rise  in  the  Index  was  sufficient,  under  the  terms  of  the  bill,  to 
cause  an  automatic  increase  in  benefits  for  the  following  January. 
In  October  or  November — which  might  very  well  be  after  Congress 
had  adjourned — the  Secretary  w^ould  announce  his  findings.  Under 
the  terms  of  the  House-passed  bill  an  increase  would  be  forthcoming 
only  when  the  Consumer  Price  Index  had  risen  by  at  least  three 
percent.  An  increase  in  the  retirement  test  exempt  amount  would  be 
based  on  the  increase  in  average  earnings  taxable  for  social  security. 
The  cost  of  these  automatic  increases  would  be  met  through  automatic 
increases  (not  more  often  than  every  other  year)  in  the  social  security 
tax  base,  based  on  increases  in  average  taxable  earnings. 

The  committee  bill  would  provide  that  when  the  cost-of-living,  as 
measured  by  the  Consumer  Price  Index,  went  up  benefits  would  be 
increased  as  follows: 

1.  the  first  base  period  would  be  the  Consumer  Price  Index  for 
January  1971  and  a  new  base  period  (the  second  quarter  of  the 
year  preceding  the  year  in  w^hich  there  is  a  cost-of-living  increase 
in  benefits  and — in  the  case  of  any  legislated  increase — the 
effective  month  of  the  legislated  increase)  would  be  established 
after  each  subsequent  benefit  increase ; 

2.  each  year  the  Secretary  of  Health,  Education,  and  Welfare 
would  compare  the  Consumer  Price  Index  for  the  base  period 
with  the  average  index  for  the  second  calendar  quarter  and  if  the 
index  had  risen  by  at  least  3  percent,  he  would  promulgate  regula- 
tions increasing  benefits  for  the  following  January,  and  subsequent 
months,  by  the  same  percentage  as  the  rise  in  the  price  index; 
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3.  except  that  no  such  automatic  increase  would  take  effect  for 
a  year  if  in  the  preceding  year  the  Congress  had  acted  to : 

A.  Change  the  schedule  of  tax  rates,  or 

B.  Change  the  tax  base,  or 

C.  Provide  a  general  increase  in  benefit  levels. 

In  addition,  the  exempt  amount  under  the  retirement  test  would 
be  increased  according  to  the  rise  in  average  wages  taxable  for  social 
security  purposes. 

The  cost  of  these  automatic  increases  would  be  met  by  increases  in 
tax  rates  and  the  tax  base.  Under  the  committee  bill,  each  time  there 
was  an  automatic  cost-of-living  increase  in  benefits,  social  security 
taxes  would  be  increased  to  meet  the  full  cost  of  the  increase. 

Each  time  there  was  an  automatic  increase  the  Secretary  of  Health, 
Education,  and  Welfare  would  be  required  to  determine  the  full  cost — 
under  the  75-year-level-cost  procedures  used  in  estimating  the  long- 
range  cost  of  the  cash  benefits  program — of  the  automatic  increases 
and  to  promulgate,  effective  for  the  same  month  that  the  benefit  in- 
crease was  effective,  new  tax  rates  and  a  new  tax  base.  An  integral 
part  of  such  promulgation  would  be  a  full  and  detailed  explanation  of 
the  actuarial  assumptions  and  methodology  used  in  arriving  at  the  new 
tax  rates  and  the  new  tax  base.  In  setting  the  tax  rates  and  the  tax 
base,  the  Secretary  would  be  required  to  increase  the  tax  rates  so  as 
to  provide  approximately  50  percent  of  the  additional  revenue  required 
mth  the  remaining  50  percent  being  derived  from  an  increase  in  the 
tax  base.  In  recognition  of  the  practical  difficulties  which  might  come 
up  in  making  this  division,  the  Secretary  would  be  authorized  to 
round  the  tax  base  increase  to  the  nearest  multiple  of  $300  and  the 
employee  and  employer  rates,  each,  to  the  nearest  five  one-hundredths 
of  one  percent  (one-tenth  of  one  percent  for  the  combined  employer- 
employee  rate) . 

The  committee  bill  Avould  require  that  the  Secretary  promulgate 
benefit  increases,  and  consequent  tax  base  and  tax  rate  increases,  by 
August  15.  Inasmuch  as  this  requirement,  which  is  three  months 
earlier  than  under  the  House-passed  bill,  was  adopted  in  order  to 
provide  time  for  Congress  to  consider  whether  the  automatic  increases 
should  go  into  effect  or  some  other  action  should  be  taken,  it  is  the 
committee's  intention  that  the  Secretary  inform  the  Congress  early  in 
the  quarter  whenever  he  determines  that  an  automatic  increase  Avill 
take  place. 

The  committee  wishes  to  make  clear  its  intention  that  the  full  cost 
(as  estimated  at  the  time  the  increase  is  promulgated)  of  each  auto- 
matic increase  is  to  be  financed  by  additional  taxes  imposed  at  the 
same  time  that  benefits  are  increased  and  that  no  part  of  any  calcu- 
lated actuarial  surplus  could  be  used  to  meet  any  part  of  the  cost  of 
any  automatic  increase.  For  example,  if  at  the  time  an  automatic 
cost-of-living  increase  is  in  order  the  cash  benefits  program  has  an 
estimated  actuarial  surplus  of  0.05  percent  of  taxable  payroll  and  the 
cost  of  the  benefit  increase  is  estimated  at  0.40  percent  of  taxable 
payroll,  the  cost  of  the  increase  is  to  be  financed  by  increasing  the 
tax  base  to  a  level  that,  on  a  long-range  basis,  will  provide  excess 
income  approximately  equal  to  0.20  percent  of  taxable  payroll  and  by 
increasing  for  every  year  into  the  future  the  combined  employer- 
employee  tax  rate  by  approximately  0.20  percent  and  preserving  the 
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calculated  actuarial  surplus  of  0.05  percent  of  taxable  payroll.  The 
Committee  regards  the  Secretary's  role  as  one  with  no  discretion  over 
the  amount  of  the  increase  in  the  tax  base  or  the  tax  rate.  His  role  is 
simply  to  perform  the  actuarial  calculations  necessary. 

It  is  estimated  that  under  these  automatic  provisions  the  social 
security  tax  base  might  rise  by  an  average  of  about  $750  a  year  and 
that  the  combined  employer-employee  tax  rates  might  rise  by  an 
average  of  0.01  percent  a  year. 

Increase  in  Widows'  and  Widowers'  Insurance  Benefits 

(Sec.  103  of  the  bill) 

When  social  security  benefits  were  fiist  provided  for  widows  by  the 
Social  Security  Amendments  of  1939  they  were  set  at  75  percent  of 
the  worker's  retirement  benefit.  This  percentage  was  based  on  the 
idea  that  a  widow  should  receive  one-half  of  the  combined  benefit 
which  would  have  been  paid  to  her  and  her  husband  had  both  been 
entitled  to  benefits.  Later,  this  amount  was  increased  to  82.5  percent, 
where  it  has  remained  up  to  the  present. 

It  is  the  committee's  opinion  that  an  aged  widow  should  not  receive 
less  than  the  amount  which  was  or  would  have  been  paid  to  her 
husband  as  retirement  benefits.  Currently,  the  average  benefit  for 
an  aged  widow  is  $103  a  month,  while  the  average  benefit  for  a  retired 
worker  is  $118.  In  addition,  surveys  of  social  security  beneficiaries 
have  shown  that,  on  the  average,  women  getting  aged  widow's  benefits 
have  less  income  (other  than  social  security)  than  most  other  bene- 
ficiaries. 

The  committee  bill  would  provide  an  increase  in  the  benefits  of 
widows  and  widowers  who  become  entitled  to  benefits  after  reaching 
age  62.  Under  the  bill,  the  benefit  for  a  widow  who  becomes  entitled 
to  widow's  benefits  at  or  after  age  65  would  be  increased  from  the  823^ 
percent  payable  under  present  law  to  100  percent  of  the  amount  her 
deceased  husband  would  receive. 

Both  the  House  bill  and  the  committee  bill  are  intended  to  provide 
benefits  to  a  widow  equal  to  the  benefits  the  widow's  deceased  husband 
was  receiving  or  would  have  received.  In  certain  cases,  however,  the 
House  bill  would  actually  provide  higher  benefits  to  a  widow  than 
those  her  deceased  husband  was  receiving;  the  committee  bill  would 
modify  the  House  provision  so  that  this  would  not  occur. 

Under  present  law,  the  House  bill,  and  the  committee  bill,  if  a 
worker  applies  for  retirement  benefits  before  reaching  age  65  his 
benefits  are  actuarially  reduced.  For  example,  a  man  whose  earnings 
record  would  entitle  him  to  monthly  benefits  of  $150  at  age  65  will 
receive  $135  monthly  if  he  begins  receiving  benefits  18  months  before 
his  65th  birthday. 

Under  the  House  bill,  the  widow's  benefits — if  they  begin  at  age 
65 — would  be  100  percent  of  the  benefits  her  deceased  husband  would 
have  been  eligible  for  if  he  retired  at  age  65 — even  if  he  was  actually 
receiving  less  than  this  at  the  time  of  his  death.  Using  the  example 
cited  above,  the  widow  would  receive  monthly  benefits  of  $150 — 
11  percent  more  than  her  husband  received  monthly.  Under  the 
committee  bill,  she  would  receive  $135. 
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Under  the  committee  bill,  a  widow  whose  benefits  start  at  age  65, 
or  after,  would  receive  100  percent  of  her  deceased  husband's  primary 
insurance  amount  (the  amount  he  would  have  been  entitled  to  receive 
if  he  began  his  retirement  after  age  65)  or,  if  his  benefits  began  before 
age  65,  the  lower  amount  he  would  have  been  receiving  if  he  were  alive. 

Under  the  committee's  bill  and  under  the  House  bill  the  benefit 
for  a  widow  or  widower  who  comes  on  the  rolls  between  60  and  65  will 
be  reduced  (in  a  way  similar  to  the  way  widow's  benefits  are  reduced 
under  present  law  when  they  begin  between  ages  60  and  62)  to  take 
account  of  the  longer  period  over  which  it  will  be  paid.  For  example, 
the  benefit  amount  for  a  widow  becoming  entitled  to  widow's  benefits 
at  age  63  would  be  88.6  percent  of  her  husband's  age-65  benefit;  for 
a  widow  becoming  entitled  at  age  64,  the  amount  would  be  equal  to 
94.3  percent  of  her  husband's  age-65  benefit. 

Under  the  bill,  the  benefit  amount  for  January  1971  for  a  widow 
(or  widower)  who  came  on  the  benefit  rolls  before  1971  will  be  rede- 
termined as  though  the  new  provisions  had  been  in  effect  when  she 
came  on  the  rolls.  Thus  the  widow  already  on  the  rolls  who  started 
getting  benefits  before  she  reached  age  65  will  have  the  100-percent 
widow's  benefit  reduced  to  take  account  of  the  longer  period  for  which 
she  will  be  paid  benefits.  In  order  to  facilitate  the  administrative 
determination  of  the  benefit  amount  that  the  deceased  spouse  would 
have  been  receiving  if  he  were  alive,  the  Social  Security  Administration 
will  assume  that  his  benefits  were  based  on  the  same  average  monthly 
earnings  which  determine  the  primary  insurance  amount  on  which  the 
widow's  (or  widower's)  benefits  are  based  for  January  1971. 

Under  the  bill,  as  under  present  law,  the  benefit  for  a  widow  who 
is  age  62  or  older  when  she  starts  getting  benefits  and  who  is  the  only 
survivor  getting  benefits  would  not  be  less  than  the  minimum  benefit 
($100  under  the  committee  bill)  payable  to  a  retired  worker  at  age 
65.  If  the  widow  starts  getting  benefits  before  she  reaches  age  62,  her 
benefit  would  be  actuarially  reduced  to  take  account  of  the  additional 
period  during  which  she  will  be  receiving  benefits. 

The  10-percent  increase  in  benefits  with  the  new  minimum  of  $100 
and  the  changes  in  the  benefit  provisions  for  widows  would  result  in 
an  increase  from  $103  to  $136  in  the  average  benefit  payable  to  a 
widow — $33  more  than  under  present  law. 

About  2.7  million  widows  (and  widowers)  on  the  benefit  rolls  in 
Janurary  1971  would  receive  additional  benefits;  about  $649  million 
in  additional  benefits  would  be  paid  in  the  first  full  year. 

The  provision  would  be  effective  for  January  1971.  However,  due 
to  the  time  needed  by  the  Social  Security  Administration  to  make  the 
needed  recomputations,  the  increased  payments  would  be  made, 
retroactively,  later  in  the  year. 

Age  62  Computation  Point  for  Men 

(Sec.  104  of  the  bill) 

Under  present  law,  retirement  benefits  for  men  are  figured  differ- 
ently, and  less  advantageously,  than  are  benefits  for  women.  For  a 
man  the  period  for  determining  the  number  of  years  of  earnings  that 
is  used  in  figuring  the  average  monthly  earnings  on  which  his  benefit 
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is  based  ends  with  the  beginning  of  the  year  in  which  he  reaches  age 
65.  For  a  woman  the  period  ends  with  the  beginning  of  the  year  in 
which  she  reaches  age  62.  Thus,  3  more  years  are  used  in  computing 
benefits  for  a  man  than  are  used  for  a  woman  of  the  same  age.  This 
difference  in  the  treatment  of  men  and  women  can  result  in  signifi- 
cantly lower  benefits  being  paid  to  a  retired  man  than  are  paid  to  a 
retired  woman  with  the  same  earnings. 

For  example,  take  the  case  of  a  man  and  a  woman  each  of  whom 
reaches  age  65  and  retires  in  1971,  and  each  of  whom  has  maximum 
creditable  earnings  under  the  program  in  each  year  up  to  1971.  The 
woman's  benefit  would  be  $200.30  a  month  under  present  law,  while 
the  man's  benefit  would  be  only  $193.70  a  month.  If  both  workers 
reach  age  62  in  1971,  the  woman's  benefit  would  be  $155  a  month 
while  the  man's  benefit  would  be  only  $148.80  a  month. 

The  bill  would  change  the  way  a  man's  retirement  benefit  is  figured 
to  make  the  computation  the  same  as  the  computation  of  a  woman's 
benefit.  As  a  result,  the  benefits  for  most  men  would  be  higher  than 
under  present  law  and  higher  benefits  would  be  paid  to  the  dependents 
of  retired  men  and  to  the  survivors  of  men  who  die  after  age  62. 

Under  the  House  bill,  the  reduction  in  the  number  of  years  of 
earnings  taken  into  account  would  apply  both  to  persons  presently 
receiving  benefits  and  also  to  future  beneficiaries.  The  committee  bill 
differs  by  applying  the  new  provision  prospectively  only,  and  by 
providing  a  3-year  transition  period.  Under  the  committee  bill,  the 
number  of  years  used  in  computing  benefits  for  men  will  be  reduced 
in  3  steps  so  that  men  reaching  age  62  in  1973  or  later  would  have  only 
years  up  to  age  62  taken  into  account  in  determining  average  earnings. 
Men  who  reach  age  62  in  1972  would  have  only  years  up  to  age  63 
taken  into  account;  men  who  reach  age  62  in  1971  would  have  only 
years  up  to  age  64  taken  into  account. 

Consistent  with  this  provision  of  the  committee  bill,  the  House- 
passed  bill  would  also  be  modified  to  provide  a  3-step  reduction  in 
the  number  of  quarters  of  coverage  needed  for  insured  status  for  men 
making  the  ending  point  age  62  for  both  men  and  women,  and  thus 
allow  men  to  become  fully  insured  on  the  basis  of  less  covered  employ- 
ment than  is  now  required.  The  first  step  in  this  reduction  would  be 
effective  for  January  1971  with  subsequent  reductions  becoming  effec- 
tive in  1972  and  1973. 

Due  to  the  change  in  the  insured  status  requirement  for  men,  about 
2,000  persons — workers,  dependents,  and  survivors — not  eligible  for 
benefits  under  present  law  would  be  able  to  claim  benefits  in  the  first 
full  year. 

Additional  benefits  of  about  $6  million  would  be  paid  during  the 
first  full  year,  under  this  provision. 

Payment  of  Disability  Benefits  to  Blind  Persons 
(Sec.  109  of  the  bill) 

The  committee's  bill  extends  the  provision  of  the  House  bill  which 
would  modify  the  disability  insurance  provisions  to  improve  cash 
benefit  protection  for  the  blind. 

To  be  insured  for  disability  protection  under  present  law  a  worker 
must  be  fully  insured  and  generally  must  have  a  total  of  20  quarters 
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of  coverage  out  of  the  40  calendar  quarters  ending  with  the  quarter 
in  which  he  becomes  disabled.  An  alternative  for  workers  disabled 
while  young  provides  that  a  worker  under  age  31  is  insured  if  he 
has  quarters  of  coverage  in  half  the  quarters  after  age  21  and  up 
to  and  including  the  quarter  of  disablement,  with  a  minimum  of  six 
quarters  of  coverage.  The  House  bill  would  eliminate  for  blind  people 
the  20-out-of-40  requirement  and  the  alternative  for  young  workers  so 
that  a  blind  person  could  qualify  for  disability  benefits  if  he  is  fuUy  in- 
sured. The  committee  bill  would  lower  the  disability  insured-status 
requirements  further  by  providing  that  a  blind  person  would  be 
insured  for  disability  benefits  with  six  quarters  of  coverage  earned  at 
any  time. 

In  addition  to  changing  the  insured-status  requirements,  the  com-  , 
mittee  bill  would  change  the  definition  of  disability  for  the  blind  1 
to  permit  them  to  meet  the  definition  regardless  of  their  capacity  to 
work,  and  to  receive  disability  benefits  regardless  of  whether  they 
work.  Under  present  law,  a  blind  person  must  be  unable  to  engage  in 
any  substantial  gainful  activity,  or  if  aged  55  or  over,  unable  to 
engage  in  substantial  gainful  activity  requiring  skills  or  abilities 
comparable  to  those  used  in  previous  work,  in  order  to  be  considered 
disabled  for  benefit  purposes. 

Under  present  law,  disability  benefits  are  not  payable  after  attain- 
ment of  age  65,  but  the  beneficiary  (being  fully  insured  to  meet  one 
of  the  requirements  for  disability  benefits)  becomes  entitled  to  old-age 
benefits.  The  bill  would  permit  blind  persons  who  have  six  quarters 
of  coverage  to  continue  to  receive  disability  insurance  benefits  beyond  \ 
age  65,  and  since  these  are  disability  benefits  rather  than  retirement 
benefits  they  would  not  be  subject  to  deductions  under  the  retirement 
test.  j 

The  bill  would  also  exclude  blind  persons  from  the  requirement  of  j 
present  law  that  disability  benefits  be  suspended  for  any  months  | 
during  which  a  beneficiary  refuses  mthout  good  cause  to  accept  j 
vocational  rehabilitation  services.  i 

About  225,000  persons — blind  workers  and  their  dependents —  I 
would  become  immediately  eligible  for  monthly  benefits.  About  $240  j 
million  in  additional  benefits  would  be  paid  during  the  first  full  year.  i 

The  provision  would  be  effective  January  1971 .  1 

"Wage  Credits  for  Members  of  the  Uniformed  Services  \ 
(Sec.  110  of  the  bill) 

I 

Under  present  laAv,  social  security  coverage  is  provided  on  a  con-  ! 
tributory  basis  for  those  serving  in  the  uniformed  ser^dces  in  years  i 
after  1956,  but  it  is  limited  to  a  serviceman's  basic  pay  and  does  not  ; 
reflect  the  cash  value  of  wages  in  kind,  such  as  food  and  shelter,  which  j 
is  generally  covered  under  social  security  with  respect  to  other  em-  i 
ployment.  The  1967  social  security  amendments,  therefore,  provided  : 
noncontributory  wage  credits  (in  addition  to  the  contributory  coverage 
of  basic  pay),  up  to  $100  for  each  month  of  military  service  after 
1967,  to  take  account  of  the  wages  in  kind  that  servicemen  receive. 

The  committee  bill,  like  the  House  bill,  would  extend  the  1967  i 
provision  to  cover  service  during  the  period  1957-67.  This  would 
assure  realistic  social  security  credit  for  service  on  active  duty  for  ! 
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all  years  that  military  service  has  been  covered  under  social  security, 
and  would  avoid  the  serious  impairment  of  social  security  protection 
that  now  exists  for  some  workers  (and  their  families)  whose  benefits 
are  based  on  only  basic  pay  for  years  of  military  service  during  the 
period  from  1957  through  1967. 

In  addition,  the  committee  bill  would  change  the  way  the  wage 
credit  is  computed.  Under  present  law  a  serviceman  receives  a  non- 
contributory  wage  credit  of  $100  for  any  calendar  quarter  in  which 
his  basic  pay  was  $100  or  less,  $200  for  any  calendar  quarter  in  which 
his  basic  pay  was  more  than  $100  but  not  more  than  $200,  and  $300 
for  any  calendar  quarter  in  which  his  basic  pay  was  more  than  $200. 
In  most  cases  the  credit  is  $300  a  calendar  quarter.  Under  the  com- 
mittee bill,  the  noncontributory  wage  credits  would  be  $300  for  every 
calendar  quarter  of  military  service  in  which  the  serviceman  is  paid 
basic  pay. 

The  committee  is  advised  that  this  change  will  result  in  some  slight 
administrative  savings  and  will  expedite  the  processing  of  some  claims 
for  social  security  benefits  from  servicemen  and  their  survivors.  The 
cost  of  additional  social  security  benefits  that  would  be  paid  as  a 
result  of  the  enactment  of  these  provisions  would  be  financed  from 
general  revenues,  on  the  same  basis  as  the  benefits  resulting  from  the 
present  noncontributory  wage  credits  for  years  after  1967.  The  addi- 
tional wage  credits  would  affect  approximately  130,000  beneficiaries 
immediately  and  result  in  additional  benefits  of  about  $35  million 
being  paid  in  the  first  full  year. 

Policemen  and  Firemen 

(Sec.  112  of  the  bill) 

The  Social  Security  Act  contains  special  provisions  concerning 
coverage  of  policemen  and  firemen.  In  States  not  named  in  section 
218(p)  (1)  of  the  act,  the  State  may  not  extend  social  security  coverage 
(under  its  agreement  with  the  Secretary  of  Health,  Education,  and 
Welfare)  to  policemen  who  are  in  positions  covered  under  a  State  or 
local  retirement  system.  Coverage  is  available  for  firemen  under  a 
retirement  system  in  States  not  named  in  the  Social  Security  Act, 
but  only  if  (1)  the  Governor  certifies  that  the  overall  benefit  protec- 
tion of  the  group  of  firemen  involved  will  be  improved  by  their  in- 
clusion under  social  security,  and  (2)  a  referendum  is  held  in  which  a 
majority  of  the  firemen  favor  coverage.  If  a  State  is  named  in  section 
218(p)(l)  of  the  Social  Security  Act,  policemen  and  firemen  under  a 
State  or  local  retirement  system  may  be  covered  under  social  security 
on  the  same  basis  as  other  State  and  local  employees,  whose  coverage 
is  subject  to  various  conditions  designed  to  safeguard  their  interests. 

The  bill  as  it  passed  the  House  would  include  Idaho  in  the  list  of 
States  in  which  social  security  coverage  may  be  extended  to  policemen 
and  firemen  on  the  same  basis  as  to  other  State  and  local  employees. 

Under  present  law,  the  provision  applies  to  19  States,  Puerto  Rico, 
and  to  all  interstate  instrumentalities.  The  19  States  which  are  now 
included  in  the  provision  are  Alabama,  California,  Florida,  Georgia, 
Hawaii,  Kansas,  Maine,  Maryland,  New  York,  North  Carolina, 
North  Dakota,  Oregon,  South  Carolina,  South  Dakota,  Tennessee, 
Texas,  Vermont,  Virginia,  and  Washington.  The  committee  modified 
the  House  bill  by  making  the  provision  also  applicable  to  policemen 
(but  not  to  firemen)  in  Missouri. 
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Coverage  of  Certain  Hospital  Employees  in  New  Mexico 

(Sec.  113  of  the  bill) 

The  bill  as  passed  by  the  House  and  agreed  to  by  the  committee  ■ 

would  permit  the  State  of  New  Mexico  to  provide  social  security  I 

coverage,  under  its  coverage  agreement  with  the  Secretary  of  Health,  ' 

Education,  and  Welfare  for  employees  of  certain  public  hospitals  | 

without  regard  to  the  provisions  of  the  Social  Security  Act  which  j 

specify  the  conditions  under  which  a  State  may  bring  a  group  of  j 

employees  under  social  security  coverage.  i 

As  a  result  of  a  misunderstanding  within  the  State,  certain  hospital  i 
employees  were  covered  under  the  New  Mexico  Public  Employees 
Retirement  Association  for  a  short  period  of  time,  although  the 
coverage  was  unintended  as  far  as  the  hospital  and  the  hospital  em- 
ployees were  concerned.  This  period  of  coverage  under  the  State  | 
retirement  system  presents  a  serious  obstacle  to  obtaining  social  | 
security  coverage  for  the  employees  in  question  because  of  the  provi-  | 
sions  of  the  Social  Security  Act  that  are  designed  to  protect  the  rights  , 
of  such  employees  against  the  replacement  of  coverage  under  a  State  | 
or  local  government  retirement  system  by  social  security  coverage. 
The  unusual  situation  in  New  Mexico  is  not  the  type  of  situation  to 
which  these  provisions  designed  to  provide  safeguards  for  retirement  j 
system  members  were  directed.  j 

Under  the  committee  bill,  the  State  would  have  until  January  1,  j 

1972,  to  provide  this  coverage,  rather  than  untilJanuary  1,  1971,  as  i 

under  the  House-passed  bill.  | 

Childhood  Disability  Benefits  | 

(Sec.  108  of  the  bill)  j 

The  committee  bill,  like  the  House-passed  bill,  would  improve  ! 

social  security  j^rotection  for  people  who  become  totally  disabled  | 

before  reaching  an  age  at  which  they  are  likely  to  be  self-supporting.  I 

Under  present  law,  a  person  can  qualify  for  childhood  disability  bene-  I 
fits  if  he  has  been  continuously  disabled — as  defined  in  the  law — 

since  before  age  18  and  is  still  disabled  when  his  parent  dies  or  be-  i 

comes  entitled  to  social  security  benefits.  The  committee's  bill  would  ! 

permit  the  payment  of  childhood  disability  benefits  when  the  disa-  ' 

bility  begins  before  age  22,  rather  than  before  age  18.  ] 

When  a  dependent  son  or  daughter  becomes  disabled  between  ages  j 

18  and  22,  he  generally  continues  to  be  dependent  on  his  parents.  The  j 

cornmittee  believes  that  it  is  appropriate  and  desirable  to  provide  \ 
social  security  benefits  to  these  children  should  the  insured  parent 
die,  become  disabled,  or  retire. 

The  committee  added  a  new  provision  to  the  House  bill  to  permit  i 
re-entitlement  to  childhood  disabihty  benefits  for  a  person  who  had 

been  entitled  to  childhood  disability  benefits  if  he  becomes  disabled  \ 

again  within  7  years  after  his  benefits  were  terminated  because  of  a  • 
period  of  substantial  gainful  employment  or  medical  recovery.  This 

new  provision  would  assure  a  former  childhood  disability  beneficiary  : 
benefit  protection  either  as  a  worker  or  as  a  dependent  and  might 

remove  a  disincentive  for  childhood  disability  beneficiaries  to  attempt  . 

to  become  self-supporting.  This  change  would  be  consistent  with  pres-  | 
ent  law  which  i)rovides  benefit  re-entitlement  to  disabled  widows  and 
widowers  if  they  become  disabled  again. 
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The  provisions  which  extend  childhood  disability  benefits  for  those 
disabled  before  age  22  and  which  permit  re-entitlement  to  childhood 
disability  benefits  if  a  beneficiary  becomes  disabled  again  within  7 
years  after  his  entitlement  to  such  benefits  was  terminated  would  be 
applicable  not  only  prospectively  but  also  in  the  case  of  people  who 
have  already  met  the  conditions  proposed  for  entitlement  to  benefits 
and  would  be  effective  with  respect  to  benefits  for  months  after 
December  1970.  About  13,000  people — disabled  children  and  their 
mothers — would  immediately  become  eligible  for  benefits.  About  $13 
million  in  additional  benefits  would  be  paid  out  during  the  first  full 
year. 

Adoption  of  Child  by  Retired  or  Disabled  Worker  or  by  a 
Step- Grandparent 

(Sees.  116  and  132  of  the  bill) 

The  committee  bill  modifies  the  provision  of  the  House-passed 
bill  relating  to  benefits  for  children  adopted  by  disability  insurance 
beneficiaries  to  provide  uniform  rules  relating  to  benefits  for  children 
adopted  by  social  security  beneficiaries. 

Under  present  law,  a  child  (other  than  a  natural  child  or  a  step- 
child) who  is  adopted  by  a  worker  getting  old-age  insurance  benefits 
can  get  child's  benefits  based  on  the  worker's  earnings  if  (1)  the 
adoption  took  place  within  2  years  after  the  worker  became  entitled 
to  old-age  benefits,  (2)  the  child  was  receiving  one-half  of  his  support 
from  the  worker  for  the  year  before  the  worker  became  entitled  to 
benefits,  and  (3)  either  the  child  was  living  with  the  worker  in  or  before 
the  month  in  which  the  worker  filed  application  for  old-age  benefits  or 
the  worker  had  instituted  adoption  proceedings  in  or  before  that 
month.  There  is  no  provision  in  the  law  for  the  child  to  get  child's 
benefits  when  he  is  adopted  by  a  worker  more  than  two  years  after  the 
worker  became  entitled  to  old-age  benefits. 

In  contrast,  a  child  who  is  adopted  by  a  worker  getting  disability 
insurance  benefits  can  get  benefits  regardless  of  whether  he  was  being 
supported  by  the  worker  when  the  worker  became  disabled,  and  re- 
gardless of  when  the  adoption  took  place,  if  all  of  the  following  re- 
quirements are  met: 

(1)  The  adoption  took  place  under  the  supervision  of  a  child- 
placement  agency; 

(2)  The  adoption  was  decreed  by  a  court  of  competent  juris- 
diction within  the  United  States; 

(3)  The  worker  resided  continuously  in  the  United  States  for  at 
least  1  year  immediately  preceding  the  adoption;  and 

(4)  The  adoption  occurred  prior  to  the  child's  reaching  age  18. 
Alternatively,  if  the  child  was  adopted  by  a  worker  getting  disability 

insurance  benefits  within  2  years  after  the  worker  began  to  get  benefits, 
the  child  can  get  benefits  if  either  the  worker  instituted  adoption 
proceedings  in  or  before  the  month  he  became  disabled  or  the  child 
was  living  with  the  worker  in  that  month. 

The  committee  believes  that  the  above  provisions  are  unneces- 
sarily complex  and  that  the  law  should  be  changed  so  that  eligibility 
of  children  adopted  by  retired  workers  and  children  adopted  by  dis- 
abled workers  would  be  determined  under  common  rules.  At  the  same 
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time,  the  committee  believes  that  benefits  for  a  child  who  is  adopted 
by  a  worker  already  getting  old-age  or  disability  benefits  should  be 
paid  only  when  the  child  lost  a  source  of  support  when  his  parent 
retired  or  became  disabled,  and  that  the  law  should  include  safeguards 
against  abuse  through  adoption  of  children  solely  to  qualify  them  for 
benefits.  The  committee  has  included  in  the  bill  a  provision  that  it 
believes  will  accomplish  these  objectives. 

Under  the  provision  added  to  the  bill  by  the  committee,  benefits 
would  be  payable  to  a  child  who  is  adopted  by  an  old-age  or  disability 
insurance  beneficiary  if  the  following  conditions  are  met : 

(1)  The  child  lived  with  the  worker  in  the  United  States  for  the 
year  before  the  worker  became  disabled  or  entitled  to  an  old-age 
or  disability  insurance  benefit ; 

(2)  The  child  received  at  least  one-half  of  his  support  from  the 
worker  for  that  year; 

(3)  The  child  was  under  age  18  at  the  time  he  began  living  with 
the  worker;  and 

(4)  The  adoption  was  decreed  by  a  court  of  competent  jurisdic- 
tion within  the  United  States. 

A  child  who  was  born  in  the  one-year  period  during  which  he  would 
otherwise  be  required  to  have  been  living  with  and  receiving  one-half 
of  his  support  from  the  beneficiary  would  be  deemed  to  meet  the 
"living- with"  and  support  requirements  if  he  was  living  with  the 
beneficiary  in  the  United  States  and  receiving  at  least  one-half  of  his 
support  from  the  beneficiary  for  substantially  all  of  the  period  oc- 
curring after  the  child  was  born. 

Under  the  present  law,  a  child's  social  security  benefits  end  when 
he  is  adopted  unless  he  is  adopted  by:  (1)  a  brother  or  sister,  (2) 
a  stepparent,  (3)  a  grandparent,  or  (4)  an  aunt  or  uncle. 

Under  the  present  interpretation  of  the  term  "grandparent,''  when 
a  child  is  adopted  by  his  grandparent's  spouse  (a  step-grandparent) 
the  child's  benefits  are  terminated.  On  the  other  hand,  if  he  is  adopted 
by  the  grandparent,  or  the  grandparent  joins  in  the  adoption  by  the 
step-grandparent,  the  child's  benefits  are  not  terminated.  The  com- 
mittee bill  would  remove  this  distinction  by  adding  a  step-grandparent 
to  the  list  of  named  relatives  who  may  adopt  a  child  without  causing 
his  benefits  to  end. 

The  provision  would  be  effective  January  1,  1971. 

3.  PROVISIONS  ADDED  BY  THE  COMMITTEE 

Waiting  Period  for  Disability  Benefits 

(Sec.  127  of  the  bill) 

The  committee's  bill  adds  a  new  provision  which  would  reduce  the 
waiting  period  for  disability  insurance  benefits  by  two  months.  Under 
present  law,  entitlement  to  monthly  disability  benefits  cannot  begin 
until  a  worker  has  been  disabled  for  6  consecutive  full  calendar  months. 
For  example,  if  a  worker  becomes  disabled  on  January  10,  the  waiting 
period  is  the  6  full  months  February  through  July,  and  his  first 
month  of  entitlement  to  benefits  is  August.  (No  benefit  is  payable, 
however,  unless  the  disability  is  expected  to  last,  or  has  lasted,  at 
least  12  consecutive  months  or  to  result  in  death;  this  latter  provision 
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would  not  be  changed  by  the  committee's  bill.)  The  Department  of 
Health,  Education,  and  Welfare  informed  the  committee  that:  about 
one-fourth  of  the  workers  in  private  industry  are  covered  under 
State  temporary  disability  programs  which  provide  protection  during 
the  early  stages  of  long-term  disability  but  do  not  provide  benefits 
for  longer  than  26  weeks,  less  than  2  percent  of  workers  with  long- 
term  total  disabilities  received  workmen's  compensation,  and  many 
workers  who  have  protection  against  loss  of  income  due  to  sickness 
or  disability  under  employer  plans  (such  as  group  policies,  sick-leave 
plans,  or  union-management  plans)  lose  their  benefits  well  before  the 
6th  month  of  total  disability. 

The  committee's  change  is  intended  to  relieve  the  financial  hardship 
that  occurs  when  a  worker  becomes  disabled  and  the  family  is  without 
earnings  during  the  6-month  waiting  period.  Therefore,  the  com- 
mittee's bill  would  reduce  the  waiting  period  by  two  months,  so  that 
entitlement  to  disability  benefits  would  begin  after  a  four-month 
waiting  period. 

About  140,000  people — disabled  workers  and  their  dependents  and 
disabled  widows  and  widowers — would  be  able  to  receive  a  benefit  for 
January  1971  as  a  result  of  this  provision.  Virtually  all  of  these  persons 
would  become  eligible  for  benefits  for  February  or  March  1971  under 
present  law,  upon  completion  of  the  6-month  waiting  period.  About 
$185  million  in  additional  benefits  would  be  paid  out  during  the  first 
full  year. 

The  provision  would  be  effective  January  1,  1971. 

Improve  Coverage  of  U.S.  Citizens  Who  Retain  Residence  in 
THE  United  States  and  are  Self-Employed  Outside  the 
United  States 

(Sec.  121  of  the  bill) 

Under  present  law,  social  security  coverage  of  self-employment 
performed  by  a  U.S.  citizen  outside  the  United  States  is  subject  to 
major  restrictions  because  coverage  is  governed  by  provisions  which 
were  designed  to  define  liability  for  income  tax.  In  computing  earnings 
from  self-employment,  a  U.S.  citizen  who  retains  his  residence  in  the 
United  States  but  who  is  present  in  a  foreign  country  or  countries 
for  510  days  (approximately  17  months)  out  of  18  consecutive  months, 
must  exclude  the  first  $20,000  of  earned  income  for  income  tax  and 
social  security  purposes. 

Some  self-employed  U.S.  citizens — e.g.,  free  lance  newspapermen 
or  news  commentators — work  outside  the  United  States  for  long 
periods  at  a  time  before  returning  to  the  United  States.  Such  citizens 
usually  had  social  security  coverage  before  they  went  abroad.  The 
interruption  or  reduction  of  their  coverage,  because  they  must  exclude 
their  earned  income  up  to  $20,000  a  year,  in  some  instances  has  an 
adverse  effect  on  the  social  security  protection  of  the  worker  and  his 
family. 

The  committee's  bill  provides  that  for  social  security  purposes  U.S. 
citizens  who  are  self-employed  outside  the  United  States  and  who 
retain  their  residence  in  the  United  States  will  compute  their  net 
earnings  from  self-employment  in  the  same  way  as  those  who  are 
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self-employed  in  the  United  States;  that  is  the  present  exclusion  for 
income  tax  purposes  will  no  longer  apply  with  respect  to  the  self- 
employment  tax. 

The  provisions  in  the  committee's  bill  would  not  affect  the  exclusions 
taken  by  U.S.  citizens  who  have  established  thier  residence  in  a 
foreign  country.  The  committee  has  included  in  the  bill  a  provision 
which  will  assure  that  an  individual  who  has  established  his  residence 
in  a  foreign  country  may  not  obtain  social  security  coverage  under 
the  amendment. 

The  provision  would  be  effective  for  taxable  years  beginning  after 
1970. 

Exclusion  From  Coverage  of  Certain  Employees  of  the  State 

OF  Nebraska 

(Sec.  122  of  the  bill) 

The  committee  added  a  provision  to  the  House  bill  which  would 
permit  Nebraska  to  modify  its  social  security  coverage  agreement  with 
the  Secretary  of  Health,  Education,  and  Welfare  so  as  to  remove  from 
coverage  two  types  of  services — services  of  students  employed  by  the 
public  school,  college,  or  university  which  they  are  attending,  and  the 
services  of  employees  of  the  State  or  a  political  subdivision  in  part-time 
positions.  Nebraska  could  have  excluded  both  types  of  services  at  the 
time  it  provided  social  security  coverage  for  employees  of  State  or 
local  governments,  but  did  not  do  so.  There  are  valid  reasons  for 
excluding  from  coverage  employees  in  these  tw^o  categories,  and  the 
State  now  wishes  to  exercise  the  option  it  could  have  made  at  the 
time  social  security  coverage  was  provided  for  State  and  local  govern- 
ment employees.  However,  under  present  law  it  cannot  do  so  without 
terminating  the  coverage  of  all  employees  in  the  affected  group. 

Under  the  bill,  Nebraska  could  exclude  these  two  types  of  employ- 
ment by  modifying  its  coverage  agreement  with  the  Secretary  of 
Health,  Education,  and  Welfare  before  January  1,  1973. 

Coverage  of  Certain  Employees  of  Guam 
(Sec.  123  of  the  bill) 

No  employees  of  the  Government  of  Guam  are  covered  under  social 
security.  (Employees  of  private  employers  in  Guam  have  been  covered 
since  1960  on  the  same  basis  as  workers  in  the  U.S.) 

There  are  about  1,500  employees  of  the  Government  of  Guam, 
classified  as  temporary  employees  who  are  not  covered  under  social 
security  and  who  are  excluded  from  coverage  under  the  government 
retirement  system.  As  a  result,  they  have  no  protection  under  any 
government  retirement  system.  Under  present  law,  social  security 
coverage  can  be  provided  for  these  employees  only  if  it  is  provided  for 
employees  covered  under  the  Government  of  Guam  retirement  system. 
The  Government  of  Guam  has  requested  that  coverage  be  provided  for 
temporary  employees  who  are  excluded  from  coverage  under  the 
government  retirement  system. 
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The  committee's  bill  would  add  a  provision  to  cover  on  a  compulsory- 
basis  the  services  of  temporary  employees  (except  hospital  patients 
employed  by  the  hospital  or  prisoners  employed  by  the  prison)  of 
the  Government  of  Guam  who  are  excluded  from  coverage  under 
any  retirement  system  established  by  the  Governments  of  the  United 
States  or  Guam.  Services  performed  as  members  of  the  Legislature 
of  Guam  or  as  an  elected  official  could  not  be  covered  under  this 
amendment. 

The  provision  would  be  effective  for  services  performed  after  1970. 
Eetroactive  Payment  of  Disability  Benefits 
(Sec.  130  of  the  bill) 

Under  a  1967  Senate  amendment  certain  disabled  people  were 
allowed  to  establish  a  period  of  disability — the  so-called  disability 
freeze — even  though  the  period  provided  in  the  law  for  filing  effec- 
tive applications  had  terminated.  This  1967  provision  was  designed 
to  protect  a  limited  number  of  people  who  when  the  disability  pro- 
gram was  new  had  been  so  severely  disabled  that  they  did  not  have 
the  opportunity  or  ability  to  file  an  application. 

The  committee  has  been  informed  that  these  people  also  lost  bene- 
fits which  would  otherwise  have  been  paid.  Therefore,  the  committee 
bill  would  provide  for  the  payment  of  cash  disability  benefits  for 
periods  of  disability  prior  to  1968  that  have  been  established  under 
the  1967  amendment  prior  to  the  enactment  of  the  Social  Security 
Amendments  of  1970. 

Widows  Who  Eemarry 
(Sec.  129  of  the  bill) 

Under  the  present  law,  when  a  woman  getting  widow's  benefits 
marries,  her  benefit  is  reduced  to  the  amount  that  would  have  been 
paid  to  her  as  a  wife  or,  if  the  man  she  marries  is  entitled  to  old-age 
benefits,  to  the  amount  of  the  wife's  benefit  based  on  his  earnings  when 
a  higher  amount  is  payable.  While  this  provision  is  generally  satis- 
factory, it  results  in  a  financial  hardship,  and  perhaps  a  deterrent  to 
marriage,  when  a  widow  marries  a  retired  person  who  is  not  entitled 
to  social  security  or  any  other  public  pension.  To  reduce  this  financial 
hardship  and  obstacle  to  remarriage,  the  committee  bill  would  permit 
a  widow  who  remarries  to  continue  to  receive  her  full  widows'  benefit 
when  she  marries  a  man  who  is  not  entitled  to — and  who  if  he  had 
reached  eligibility  age  would  not  be  entitled — a  social  security  benefit 
or  to  any  other  public  retirement  benefit. 

The  provision  would  be  effective  January  1,  1971. 

Refund  of  Social  Security  Tax  to  Members  of  Certain 
Religious  Faiths  Opposed  to  Insurance 

(Sec.  128  of  the  bill) 

Since  the  enactment  of  the  Social  Security  Amendments  of  1965, 
members  of  certain  religious  sects,  who  have  conscientious  objections 
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to  social  security  by  reasons  of  their  adherence  to  the  established 
tenets  or  teachings  of  the  sect,  may  be  exempt  from  the  self- 
emplo^^ment  tax  provided  they  also  waive  their  eligibilit}^  for  social 
security  benefits.  This  exemption  is  not  available,  however,  for  ' 'em- 
ployees" covered  by  the  social  securit}'  tax.  The  exemption  was 
written  largeh'  to  relieve  the  Old  Order  Amish  from  having  to  pa}^ 
the  social  securit}'  tax  when,  because  of  their  religious  beliefs,  they 
would  never  draw  social  security  benefits. 

As  indicated  above,  the  1965  amendment  applies  only  to  members 
of  a  religious  sect  w^ho  are  self-employed ;  it  does  not  apply  to  members 
of  the  same  sect  who  work  as  employees.  The  report  of  the  Finance 
Committee  in  1965  makes  clear  that  this  distinction  was  intended.  It 
reads  in  part: 

''The  proposed  exemption  would  be  limited  to  the  self-employment 
tax  under  social  security  since  those  persons  for  whom  the  payment 
of  social  sjecurity  taxes  appears  to  be  irreconcilable  with  their  religious 
convictions  also,  by  reason  of  their  religious  beliefs,  limit  their  work 
almost  entirely  to  farming  and  to  certain  other  self-employment." 

In  the  interval  since  the  1965  amendment  was  enacted,  an  increas- 
ing number  of  members  of  the  Amish  sect  have  become  emplo3^ees. 
To  some  extent  this  is  a  result  of  the  unavailability  of  farm  land  in 
areas  where  they  reside.  In  large  measure,  in  the  past,  the  Amish 
have  confined  their  labors  to  agricultural  pursuits. 

In  recognition  of  the  changing  pattern  of  employment  the  committee 
concluded  that  it  was  appropriate  to  extend  similar  treatment  for 
employees  to  that  now  available  only  in  the  case  of  the  self-employed. 

Under  this  provision,  an  employee  who  receives  wages  where  the 
social  security  tax  is  deducted  ma^^,  if  the  ''authorization"  under  this 
provision  applies,  obtain  a  credit  or  refund  of  this  tax. 

To  obtain  this  treatment,  the  individual  must  file  an  application 
for  the  authorization  for  credit  or  refund  of  the  social  security  tax. 
To  qualify  for  this  authorization: 

(1)  the  individual  must  belong  to  a  religious  sect,  which  con- 
scientiously objects  to  the  acceptance  of  benefits  under  private  or 
public  insurance  plans; 

(2)  it  must  be  the  practice  of  the  sect  to  make  provision  for 
dependent  families  which  is  reasonable  in  view  of  their  general 
standard  of  living;  and 

(3)  the  sect  must  have  been  in  existence  at  all  times  since 
December  31,  1950. 

Additionally,  for  the  refund  or  credit  to  be  available  the  individual 
involved  must  be  a  member  of  a  sect  (or  a  division  thereof)  referred 
to  above  and  an  adherent  of  the  established  tenets  or  teachings  of 
the  sect  (or  division),  and  the  Secretary  of  the  Treasury  may  require 
such  evidence  of  this  as  he  deems  necessary. 

It  should  be  clear  that  the  allowance  of  a  credit  or  refund  for  the 
employee's  portion  of  the  social  security  tax  does  not  involve  any 
forgiveness  of  the  employer  portion  of  the  social  security  tax. 

In  order  to  give  effect  to  this  waiver  a  provision  is  added  to  Social 
Security  Act  (section  202 (v))  making  it  clear  that  where  such  a 
waiver  has  been  filed,  no  benefit  payments  are  to  be  made  with  respect 
to  the  wages  or  self-employment  income  of  such  individual  and  no  pay- 
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ments  are  to  be  made  to  him  on  the  basis  of  the  wages  or  self-employ- 
ment income  of  any  other  person  so  long  as  the  individual's  authoriza- 
tion remains  effective. 

Finally,  the  individual  must  waive  his  eligibility  for  social  security 
and  medicare  benefits  (under  titles  II  and  XVIII  of  the  Social 
Security  Act)  on  the  basis  of  his  wages  and  self-employment  income 
or  on  the  basis  of  the  wages  and  self-employment  income  of  any  other 
person. 

The  credit  or  refund  is  applicable  to  wages  paid  for  the  first  calendar 
year  after  1970  throughout  which  the  individual  meets  the  require- 
ments specified  above,  and  in  which  an  application  for  authorization 
is  filed  (except  that  if  an  application  is  filed  on  or  before  the  date 
prescribed  by  law  for  filing  an  income  tax  return  for  a  year  the  applica- 
tion may  be  treated  as  having  been  filed  in  the  calendar  year  in  which 
the  taxable  year  begins).  The  refund  or  credit  ceases  to  be  available 
in  the  first  calendar  year  in  which  the  individual  ceases  to  meet  the 
requirements  specified  above,  or  the  sect  (or  division  thereof)  of  which 
the  individual  is  a  member,  is  found  by  the  Secretary  of  HEW  to 
no  longer  meet  the  requirements  applicable  to  it. 

Increase  Trust  Fund  Money  Available  for  Reimbursement  of 
Cost  of  Rehabilitating  Disability  Beneficiaries 

(Sec.  120  of  the  bill) 

The  committee's  bill  adds  a  new  provision  which  is  intended  to 
increase  the  number  of  social  security  disability  beneficiaries  who  are 
rehabilitated  to  a  degree  that  permits  them  to  return  to  gainful  em- 
ployment. Under  present  law,  the  total  amount  of  trust  fund  money 
that  may  be  used  in  any  year  for  reimbursing  State  agencies  for  the 
costs  of  rehabilitation  services  provided  disability  beneficiaries  may 
not  exceed  1  percent  of  the  social  security  disability  benefits  paid  in 
the  previous  year.  The  committee  has  been  informed  that  increas- 
ing the  funds  available  for  rehabilitation  services  should  result  in  an 
increase  in  the  number  of  beneficiaries  who  are  rehabilitated.  Thus, 
the  bill  would  increase  the  trust  fund  money  available  for  rehabili- 
tation in  two  steps — to  1.25  percent  for  fiscal  year  1972,  and  to  1.5 
percent  for  fiscal  year  1973  and  subsequent  years.  The  Department  of 
Health,  Education,  and  Welfare  advised  the  committee  that  the  sav- 
ings to  the  trust  funds  resulting  from  this  recommended  provision  will 
exceed  the  additional  costs  of  the  rehabilitation  services. 

Prior  to  enactment  of  the  trust  fund  reimbursement  provision  in 
1965,  the  social  security  disability  beneficiary  rolls  were  not  a  sig- 
nificant source  for  selection  of  potential  rehabilitants  under  the 
regular  vocational  rehabilitation  program  since  social  security  dis- 
ability beneficiaries  are  generally  more  severely  disabled  than  other 
disabled  people.  The  number  of  social  security  disability  beneficiaries 
who  received  rehabilitation  services  under  the  trust  fund  reimburse- 
ment provision  has  grown  from  10,462  in  1967  to  32,851  in  1969. 
The  Department  estimates  that  the  average  value  of  future  benefits 
that  would  have  been  payable  to  a  disabled  beneficiary  if  he  had 
not  been  rehabilitated  amounts  to  more  than  $15,000,  or  a  gross 
saving  of  about  $62  million  for  the  more  than  4,000  disabled  bene- 
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ficiaries  who  received  rehabilitation  services  under  the  trust  fund 
reimbursement  provision  and  who  had  been  removed  from  the  social 
security  benefit  rolls  through  fiscal  year  1969.  On  the  basis  of  experi- 
ence thus  far,  it  is  estimated  that  there  will  be  a  saving  to  the  trust 
funds  of  about  $1.60  for  every  $1  invested  in  the  rehabilitation 
program. 

The  committee  has  requested  the  Social  Security  Administration  to 
make  an  in-depth  examination  of  its  experience  under  the  provision 
for  financing  rehabilitation  costs  from  the  trust  funds  and  to  submit 
a  report  of  its  findings  to  the  Congress  prior  to  January  1,  1972.  The 
report  should  include  comprehensive  information  on  the  number  and 
characteristics  of  beneficiaries  receiving  rehabilitation  services  and 
those  reported  by  State  agencies  as  rehabilitated.  The  committee  is 
particularly  interested  in  having  information  as  to  the  status  of 
reported  rehabilitations  at  points  of  time  after  rehabilitation,  the 
amount  of  work  the}^  have  done,  the  length  of  time  they  have  worked, 
the  amounts  they  have  earned,  and  information  about  the  rate  of 
return  of  these  people  to  the  benefit  rolls,  includino;  the  reasons  why, 
numbers,  and  percentages.  The  report  should  also  include  estimates  of 
the  savings  to  the  social  security  trust  funds  resulting  from  rehabilita- 
tion of  beneficiaries  in  relation  to  trust  fund  expenditures  for  reha- 
bihtation  purposes,  and  all  other  information  which  would  be  useful 
in  evaluating  the  effectiveness  of  rehabihtating  disability  insurance 
beneficiaries. 

Benefits  for  a  Child  Entitled  on  the  Record  of  More  Than 

One  Worker 

(Sec.  124  of  the  bill) 

Under  present  law,  a  child  entitled  to  social  security  benefits  based 
on  the  earnings  record  of  more  than  one  worker  gets  benefits  on  only 
one  earnings  record — the  record  of  the  worker  that  produces  the 
highest  primary  insurance  amount. 

In  cases  where  a  child  is  entitled  to  benefits  on  the  earnings  record 
of  more  than  one  worker,  the  amount  of  his  benefit  based  on  the 
earnings  record  of  the  worker  who  has  the  highest  primary  insurance 
amount  is  sometimes  smaller  than  the  benefit  based  on  the  earnings 
record  of  another  worker  on  whose  record  he  is  also  entitled.  He  is, 
however,  paid  the  smaller  amount. 

This  situation  can  arise  because  children  who  are  entitled  on  the 
earnings  record  of  a  retired  or  disabled  worker  get  a  benefit  equal  to 
50  percent  of  the  worker's  primary  insurance  amount,  while  children 
entitled  on  the  earnings  record  of  a  deceased  worker  get  a  benefit 
equal  to  75  percent  of  the  deceased  worker's  primary  insurance  amount. 

When  the  present  pro\"ision  was  enacted,  a  child's  benefit  was  always 
50  percent  of  the  worker's  primary  insurance  amount,  whether  the 
worker  was  living  or  dead,  so  that  the  highest  possible  benefit  was 
always  the  benefit  based  on  the  highest  primary  insurance  amount. 
Subsequent  changes  increased  the  surviving  child's  benefit  to  75 
percent  of  the  primary  insurance  amount. 

The  committee  bill  would  add  a  provision  to  the  House  bill  to 
provide  that  a  child  who  is  entitled  to  social  security  child's  insurance 
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benefits  on  the  earnings  record  of  more  than  one  worker  will  get  bene- 
fits based  on  the  earnings  record  which  would  result  in  paying  him 
the  highest  amount,  if  the  payment  would  not  reduce  the  benefit  of 
any  other  individual  who  is  entitled  to  benefits  on  any  of  the  earnings 
records  on  which  the  child  is  entitled.  (Entitlement  of  a  child  on  the 
earnings  record  that  will  give  the  child  the  highest  benefit  can  result 
in  a  reduction  of  the  benefits  for  others  entitled  on  the  same  earnings 
record  because  of  the  requirement  to  keep  the  total  benefits  within 
the  family  maximum.) 

The  provision  would  be  effective  January  1,  1971. 

Recomputation  of  Benefits  Based  on  Combined  Railroad  and 
Social  Security  Earnings 

(Sec.  125  of  the  bill) 

A  social  security  beneficiary  in  a  given  year  may  receive  benefits 
based  only  on  earnings  in  prior  years.  In  order  to  assure  that  a 
beneficiary's  social  security  benefits  fully  reflect  his  earnings  under 
the  social  security  system,  his  primary  insurance  amount  is  auto- 
matically recomputed  from  year  to  year  if  he  has  current  earnings. 
When  this  provision  of  the  Social  Security  Act  was  modified  in  1967, 
recomputation  was  provided  for  ''if  an  individual  has  wages  or  self- 
employment  income  for  a  year  after  1965."  This  wording  has 
inadvertantly  created  a  problem  in  one  special  type  of  case  involving 
persons  entitled  to  benefits  under  both  the  social  security  and 
railroad  retirement  systems. 

A  living  individual  with  entitlement  to  both  social  security  and  rail-  > 
road  retirement  benefits  may  receive  benefits  separately  under  both 
systems.  If  he  dies,  however,  his  survivors  may  receive  benefits  from 
only  one  system  based  on  his  combined  earnings  under  both  systems. 
Thus,  upon  his  death  a  recomputation  is  necessary.  If  he  retired 
before  1966  and  had  no  earnings  after  1965,  the  language  of  the  law 
has  been  interpreted  as  preventing  the  Social  Security  Administration 
from  automatically  recomputing  survivor  benefits  based  on  combined 
social  security  and  railroad  retirement  earnings. 

A  specific  exception  in  the  law  is  needed  to  make  it  clear  that  sur- 
vivor's benefits  will  be  based  on  the  worker's  combined  social  security 
and  railroad  earnings,  as  they  were  under  the  law  in  effect  prior  to  the 
Social  Security  Amendments  of  1967  (and  as  they  are  when  they  are 
payable  under  the  railroad  system). 

The  committee  bill  would  add  a  new  provision  to  the  House- 
passed  bill  to  provide  that  a  deceased  individual  who  during  his  life- 
time was  entitled  to  social  security  benefits  and  railroad  compensation 
and  whose  railroad  remuneration  and  earnings  under  social  security 
are,  upon  his  death,  to  be  combined  for  social  security  purposes  would 
have  his  primary  insurance  amount  recomputed  on  the  basis  of  his 
combined  earnings,  whether  or  not  he  had  earnings  after  1965. 

Underpayments 

(Sec.  126  of  the  bill) 

Under  present  law,  if  a  beneficiary  dies  before  receiving  all  of  the 
social  security  cash  benefits  due  him,  payment  may  be  made  only  to  a 
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surviving  spouse,  child,  parent,  or  legal  representative  of  the  deceased 
beneficiary's  estate,  in  that  order  of  priority. 

Where  there  is  no  surviving  spouse,  child,  or  parent  and  the  deceased 
beneficiary's  estate  consists  of  little  more  than  social  security  benefits 
due,  payment  is  often  not  made  because  some  survivors  find  it  too 
costly  to  take  the  action  necessary  to  become  the  legal  representative 
of  the  estate.  When  the  present  order  of  priority  was  under  considera- 
tion in  1967,  the  committee  added  a  further  category  under  which 
underpayments  could  be  paid  to  persons  related  to  the  deceased  indi- 
vidual by  blood,  marriage,  or  adoption.  The  Senate  change  was  deleted 
from  the  bill  by  the  conference  committee.  Since  then,  experience  has 
shown  that  disposition  of  underpayments  can  be  made  in  only  about  60 
percent  of  the  cases  without  formal  probate  proceedings. 

The  committee's  bill  would  add  a  provision  to  the  House  bill  to 
facilitate  the  disposition  of  underpayments  of  cash  social  security 
benefits  due  a  beneficiary  who  has  died. 

The  new  provision  Avould  provide  that  if  there  is  no  surviving 
relative  in  the  categories  listed  in  present  law,  and  no  legal  repre- 
sentative of  the  estate,  cash  benefits  due  a  deceased  beneficiary  could 
be  paid  to  any  other  relative  (by  blood,  marriage,  or  adoption)  of  the 
deceased  who  may  be  determined  by  the  Secretary  of  Health,  Educa- 
tion, and  Welfare,  under  regulations  promulgated  by  him,  to  be  the 
appropriate  person  to  receive  the  benefits  on  behalf  of  the  estate. 

Employees  of  the  State  of  Louisiana  Serving  as  Registrars  of 

Voters 

(Sec.  133  of  the  bill) 

The  committee  has  added  a  provision  to  the  House  bill,  applicable 
only  to  registrars  of  voters  and  employees  of  the  registrars,  in  the 
State  of  Louisiana  which  would  permit  the  removal  of  services  per- 
formed by  these  workers  from  social  security  coverage.  About  150 
workers  are  involved. 

Under  the  provision,  the  registrars  and  their  employees  would  be 
given  one  year — 1971 — in  which  to  decide  if  they  wished  to  continue 
their  social  security  coverage  and  if  by  the  end  of  the  year  they  de- 
cide that  they  do  not  wish  to  do  so,  this  coverage  would  be  termi- 
nated effective  January  1,  1973.  Thus,  the  termination  of  coverage 
would  not  be  effective  for  2  years  in  accord  with  the  provision  of  pres- 
ent law  that  a  State  cannot  terminate  coverage  of  a  group  of  employees 
until  2  years  after  it  has  advised  the  Secretary  of  Health,  Education, 
and  Welfare  of  its  intent. 

4.  PROVISIONS  OF  THE  HOUSE  BILL  THAT  WERE  DELETED 
BY  THE  COMMITTEE 

Election  to  Receive  Actuarially  Reduced  Benefits 

(Sec.  106  of  the  House  bill) 

Under  present  law,  a  married  person  who  has  worked  and  is  eligible 
for  both  an  old-age  insurance  benefit  as  a  retired  worker  and  a  wife's 
or  Imsband's  insurance  benefit  as  the  spouse  of  a  retired  worker  can- 
not apply  for  just  one  of  the  benefits;  when  she  applies  for  one  she  is 
deemed  to  have  applied  for  both.  As  a  result,  such  a  person  who 
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claims  benefits  before  age  65  has  both  of  his  benefits  actuarially 
reduced. 

Under  the  House  bill,  a  person  eligible  for  benefits  as  a  retired 
worker  and  also  as  a  spouse  could  choose  to  take  only  one  of  the 
benefits  and  claim  the  other  one  later,  or  she  could  take  both  benefits 
at  the  same  time.  Also  under  the  bill  the  reduction  that  is  made  in 
one  benefit  would  not  lower  the  amount  of  a  benefit  that  is  taken  later. 

The  committee  bill  would  delete  the  House-passed  provision.  The 
purpose  of  actuarially  reduced  benefits  is  to  provide  some  benefits 
for  people  prior  to  regular  retirement  age  without  additional  cost 
to  the  program.  If  a  person  could  take  a  benefit  based  on  his  own 
earnings  record  that  Avas  reduced  because  it  was  paid  before  age  65 
and  later  get  an  unreduced  wife's  or  husband's  benefit  on  the  earnings 
record  of  a  spouse,  it  would  defeat  the  purpose  of  the  actuarial  reduc- 
tion provision,  and  add  to  the  cost  of  the  program. 

Benefits  for  Divorced  Women 

(Sec.  Ill  of  the  House  bill) 

The  committee  bill  retains  the  provisions  of  present  law  which  re- 
quire that  in  order  to  qualify  for  benefits  as  a  divorced  wife,  divorced 
widow,  or  surviving  divorced  mother  a  woman  must  show  that  (1) 
she  was  receiving  at  least  one-half  of  her  support  from  her  former 
husband,  or  (2)  she  was  receiving  substantial  contributions  from  her 
former  husband  pursuant  to  a  written  agreement,  or  (3)  there  was 
a  court  order  in  effect  providing  for  substantial  contributions  to  her 
support  from  her  former  husband.  The  House-passed  bill  would  delete 
these  provisions. 

Benefits  paid  to  a  divorced  woman  under  the  social  security  pro- 
gram are  intended  to  provide  a  partial  replacement  of  support  that 
is  lost  when  her  former  husband  retires,  becomes  disabled,  or  dies.  The 
committee  believes  that  where  a  divorced  woman  is  not  getting  ali- 
mony or  continuing  support  from  her  former  husband  and  where  there 
is  no  written  agreement  or  court  order  providing  for  her  support  the 
woman  does  not  lose  a  source  of  support,  or  potential  support,  when 
her  former  husband  retires,  becomes  disabled,  or  dies.  The  committee 
believes,  therefore,  that  the  support  requirements  in  present  law  are 
consistent  with  the  basic  principles  of  the  social  security  program. 

DisiBiLiTY  Benefits  Affected  by  the  Receipt  of 
Workmen's  Compensation 

(Sec.  115  of  the  House  bill) 

The  committee  deleted  the  provision  in  the  House  bill  which  would 
have  raised  the  ceiling  on  income  from  combined  workmen's  compen- 
sation and  social  security  disability  insurance  benefits  from  80  percent 
to  100  percent  of  the  disabled  worker's  average  current  earnin2:s  before 
the  onset  of  his  disability.  The  objective  of  the  offset  provisions  is  to 
avoid  the  payment  of  combined  amounts  of  social  security  benefits  and 
workmen's  compensation  payments  that  would  be  excessive  in  com- 
])arison  with  the  beneficiary's  earnings  before  he  became  disabled. 
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The  committee  considers  it  somewhat  doubtful  that  the  increased  ceil- 
ing proposed  in  the  House  bill  would  still  meet  the  objective  of  the  off- 
set provisions. 

Coverage  of  Federal  Home  Loan  Bank  Employees 

(Sec.  116  of  the  House  bill) 

The  committee  bill  deletes  the  provision  in  the  House  bill  that 
would  extend  social  security  coverage  to  the  approximately  500  cur- 
rent employees  and  all  future  employees  of  the  Federal  Home  Loan 
Banks.  The  employees  are  now  covered  under  a  staff  retirement  plan. 
The  Federal  Home  Loan  Bank  Board  has  requested  that  social  secu- 
rity coverage  be  extended  to  these  employees.  The  committee  believes 
that  social  security  coverage  should  not  be  extended  to  them  without 
further  study  of  the  benefit  levels  which  would  result. 
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IV.  MEDICARE  AND  MEDICAID 


1.  PROVISIONS  OF  THE  HOUSE  BILL  THAT  WERE  NOT  SUBTANTIALLY 
CHANGED  BY  THE  COMMITTEE 

Payment  Under  the  Medicare  Program  to  Individuals  Covered 
BY  Federal  Employees  Health  Benefits  Program 

(Sec.  201  of  the  bill) 

Under  present  law,  Federal  employees  and  retirees  age  65  and  over 
who  are  enrolled  for  Federal  employees  health  benefits  (FEHB)  are 
also  covered  under  the  medicare  hospital  insurance  plan  (part  A)  if 
they  have  worked  in  employment  covered  by  social  security  or  rail- 
road retirement  and  are  eligible  for  monthly  cash  benefits  under  these 
programs.  In  addition,  Federal  employees,  whether  or  not  eligible 
for  part  A  benefits,  may  enroll  in  the  medicare  voluntary  supplemen- 
tary medical  insurance  plan  (part  B)  which  is  available  to  essentially 
all  persons  age  65  and  over.  Part  A  hospital  insurance  protection  under 
medicare  is  earned  during  a  person's  working  years  through  a  separate 
tax  on  his  earnings  and  no  payments  are  made  by  those  entitled  to 
benefits  after  they  have  stopped  working.  Part  B  medical  insurance 
protection  is  available  at  50  percent  of  cost,  for  which  the  enrollee 
pays  a  monthly  premium — currently  $5.30  monthly — matched  by  the 
Federal  Government. 

In  contrast,  persons  who  are  eligible  for  health  insurance  protection 
under  a  FEHB  plan  continue  to  pay  the  same  premium  rates  for  their 
coverage  after  retirement  as  they  did  when  they  were  active  employees 
(although  the  coverage  may  be  more  valuable  since  older  people  use 
more  medical  services) .  The  Federal  Government  currently  pays  about 
24  percent  of  the  overall  cost  of  FEHB  protection,  with  its  share  in- 
creasing to  40  percent  effective  January  1,  1971. 

When  the  medicare  program  was  enacted  in  1965,  it  was  intended 
that  it  would  provide  basic  health  insurance  protection  for  people  age 
65  and  over  and  that  it  would  pay  its  benefits  in  full  without  regard  to 
any  other  benefits  that  might  be  payable  under  an  employee  health 
benefits  plan.  At  the  same  time,  it  was  expected  that  su3h  plans  would 
adjust  their  benefit  policies  to  complement  the  protection  provided 
under  medicare  rather  than  duplicating  the  benefits. 

Unlike  most  employers,  the  Federal  Government  has  not  arranged 
the  health  insurance  protection  it  makes  available  to  its  employees  age 
65  and  over  (active  or  retired)  so  that  such  protection  would  be  supple- 
mentary to  medicare  benefits. 

Although  most  Federal  employment  covered  by  a  Federal  staff 
retirement  system  is  excluded  from  social  security  coverage,  many 
Federal  employees  become  insured  under  social  security  on  the  basis 
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of  other  employment.  About  50  percent  of  retired  and  active  Federal 
employees  age  65  and  over  are  entitled  to  hospital  insurance  benefits 
under  medicare. 

Several  problems  arise  under  the  present  situation.  The  FEHB  plans 
cover  many  of  the  same  health  care  expenses  that  are  covered  under 
medicare.  In  cases  where  health  care  expenses  are  covered  under  both 
medicare  and  a  Federal  employee  plan,  the  medicare  benefits  are  paid 
first,  and  the  Federal  employee  plan  then  pays  its  benefits  in  an  amount 
which,  when  added  to  the  benefits  payable  under  medicare,  may  not 
exceed  100  percent  of  the  expenses  allowable  under  the  FEHB  plan. 

A  Federal  employee  who  is  covered  under  a  high-option  FEHB  plan 
as  well  as  the  medicare  plans  has  somewhat  better  protection  than  is 
afforded  under  the  FEHB  plan  alone.  But,  because  of  the  nonduplica- 
tion  clauses  in  the  FEHB  contracts,  he  does  not  derive  the  full  value  of 
the  protection  of  the  FEHB  contracts.  If  a  Federal  retiree  entitled 
under  medicare  cancels  his  enrollment  under  a  FEHB  plan  because  of 
the  high  total  cost  of  his  health  care  protection,  he  will  lose  the  high 
level  of  protection  he  previously  enjoyed  under  the  FEHB  program  at 
an  age  where  his  health  care  costs  can  be  expected  to  increase 
substantially. 

Federal  retirees  and  employees  who  are  covered  under  an  FEHB 
plan  generally  do  not  find  it  advantageous  to  enroll  in  the  medicare  vol- 
untary supplementary  medical  insurance  plan,  because  of  the  overlap- 
ping of  FEHB  benefits  and  benefits  under  the  supplementary  plan. 
Thus,  Federal  retirees  and  employees  do  not  receive  the  advantage, 
available  to  virtually  all  other  persons  age  65  and  over,  of  the  50-per- 
cent Government  contribution  toward  the  cost  of  the  protection  under 
the  supplementary  medical  insurance  program. 

In  order  to  assure  a  better  coordinated  relationship  between  the 
FEHB  program  and  medicare  and  to  assure  that  Federal  employees 
and  retirees  age  65  and  over  will  eventually  have  the  full  value  of  the 
protection  offered  under  medicare  and  FEHB,  the  Finance  Committee 
approves  the  provision  in  the  House  bill  which  would  provide  that 
effective  January  1,  1972,  the  medicare  program  (both  parts  A  and  B) 
would  not  pay  for  any  otherwise  covered  service  if  such  service  is 
covered  under  a  FEHB  plan.  This  provision  would  not  go  into  effect 
(or  would  be  suspended,  if  already  in  effect)  if  the  Secretary  of  Health, 
Education,  and  Welfare  certifies  that  the  FEHB  program  has  been  so 
modified  as  to  assure  that  there  is  available  to  each  Federal  employee 
or  retiree  age  65  and  over  one  or  more  Federal  health  benefit  plans 
which  offer  protection  supplementing  the  combined  protection  of  parts 
A  and  B  of  medicare,  and  the  protection  of  part  B  alone  and  that  the 
Government  is  making  a  contribution  toward  the  health  insurance  of 
each  Federal  employee  or  retiree  age  65  and  over,  Avhich  is  at  least 
equal  to  the  contribution  it  makes  for  high  option  coverage  under 
Government- wide  FEHB  plans.  This  contribution  could  be  in  the  foriii 
of  a  Federal  contribution  toward  the  supplementary  FEHB  protection 
or  a  payment  to  or  on  behalf  of  such  employee  or  retiree  to  offset  the 
cost  of  his  purchase  of  medicare  protection,  or  a  combination  of  the 
two.  It  is  the  hope  and  the  intent  of  the  committee  that  the  Secretary 
will  be  able  to  make  this  certification  before  January  1972. 
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Hospital  Insurance  Benefits  for  Uninsured  Individuals  Not 
Eligible  Under  Present  Transitional  Provisions 

(Sec.  202  of  the  bill) 

Present  law  provides  hospital  insurance  protection  under  the 
''special  transitional  provision''  for  people  who  are  not  qualified  for 
cash  benefits  under  the  social  security  or  railroad  retirement  program. 
(The  provision  excludes  an  active  or  retired  Federal  employee,  or 
the  spouse  of  such  an  emplo^^ee,  who  is  covered  or  could  have  been 
covered  under  the  provisions  of  the  Federal  Employees  Health 
Benefits  Act  of  1959;  aliens  residing  in  the  United  States  for  less  than 
5  years;  and  people  who  have  been  convicted  of  a  crime  against  the 
security  of  the  United  States,  including  sabotage,  espionage,  treason, 
etc.)  The  ''special  transitional  provision"  covers  people  who  are  not 
qualified  for  cash  benefits  under  the  social  security  or  railroad  retire- 
ment program  and  who  reached  age  65  before  1968  even  though  they 
had  no  work  under  social  security  (or  in  the  railroad  industry). 
Those  who  attained  or  will  attain  age  65  after  1967  must  have  had 
specified  amounts  of  work  under  these  programs  in  order  to  be  eligible 
for  hospital  insurance  protection.  The  transitional  provision  will 
phase  out  as  of  1974  as  persons  attaining  age  65  in  those  years  must 
be  insured  for  cash  benefits  under  one  of  the  two  programs  in  order  to 
be  eligible  for  hospital  insurance  protection. 

Since  the  transitional  provision  is  designed  to  provide  hospital  in- 
surance coverage  for  only  a  part  (though  a  large  part)  of  the  unin- 
sured aged  and  to  eventually  phase  out,  a  portion  of  the  aged,  though 
small  in  number  (as  of  January  1,  1970,  this  portion  numbered  ap- 
proximately 305,000  or  Ij^  percent  of  the  aged  population),  are  and 
will  be,  for  one  reason  or  another,  excluded  from  hospital  insurance 
coverage.  (The  305,000  people  include  55,000  recent  immigrants,  who 
would  continue  to  be  excluded  from  coverage;  145,000  active  or  retired 
Federal  employees,  who  are  not  eligible  under  the  transitional  provi- 
sion; and  105,000  others.)  Although  these  ineligibles  include  a  substan- 
tial number  of  people  who  were  eligible  for  social  security  coverage  but 
who  did  liot  elect  (or  whose  employers  did  not  elect)  to  be  covered 
(including  employees  of  State  and  local  governments),  they  also 
include  several  other  groups:  (1)  wives  who  have  never  worked  under 
covered  employment  and  whose  husbands  are  eligible  for  hospital 
insurance  under  the  transitional  provision,  (2)  women  who  are  not 
insured  on  their  own  account  and  who  cannot  qualify  for  dependent's 
benefits  (such  as  dependent  aged  sisters  of  insured  workers  and  the 
dependents  of  uninsured  workers),  and  (3)  workers,  such  as  agricul- 
tural and  domestic  workers,  whose  earnings  may  have  been  so  low  or 
sporadic  they  were  unable  to  acquire  insured  status. 

Further,  it  has  become  very  difficult  for  many  in  this  group  to  obtain 
rivate  hospital  insurance  comparable  to  coverage  under  medicare, 
ince  the  passage  of  the  medicare  law,  private  insurance  companies 
have  generally  changed  their  hospital  insurance  plans  available  to  peo- 
ple age  65  and  over  to  make  their  coverage  complementary  to  medi- 
care. While  there  is  generally  some  type  of  hospital  insurance  available 
to  persons  age  65  and  over,  most  of  that  which  is  offered  is  in  the  form 
of  specified  cash  payment  insurance,  paying  from  $25  to  $200  per  week 
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for  limited  periods  of  hospitalization.  Few  private  health  insurance 
companies  offer  their  regular  hospital  expense  plans  to  the  aged. 

The  committee  agrees  with  but  has  made  some  technical  changes  in 
the  provision  in  the  House  bill  which  would  make  available  hospital 
insurance  coverage  on  a  voluntary  basis  to  persons  age  65  and  over, 
including  civil  service  annuitants  and  their  spouses,  who  are  not 
entitled  to  such  coverage  under  existing  l^w.  A  State  or  am'  other  pub- 
lic or  private  organization  would  be  permitted  to  purchase  such  pro- 
tection on  a  group  basis  for  its  retired  or  active  employees  age  65  and 
over.  The  intent  is  that  the  cost  of  such  coverage  would  be  fully 
financed  by  those  who  elect  to  enroll  for  this  protection.  Enrollees 
would  pay  a  monthly  premium  based  on  the  cost  of  hospital  insurance 
protection  for  the  uninsured  group;  such  premium  would  be  $27  a 
month  beginning  ^\'ith  Juh'  1971  and  up  to  and  including  June  1972, 
and  would  be  recomputed  each  year  and  increased  in  the  same  pro- 
portion as  the  inpatient  hospital  deductible.  The  same  restrictions 
on  enrollment  and  reenrollment  (including  a  lO-percent-per-year 
charge  for  late  enrollment)  would  apply  as  now  apply  to  enrollment 
for  supplementary  medical  insurance  (including  the  changes  in  such 
enrollment  pro^dsions  made  by  other  pro^dsions  in  the  bill).  Aliens  who 
have  been  in  the  United  States  less  than  five  years  and  persons  who 
have  been  competed  of  certain  subversive  crimes  would  be  excluded 
from  participation  under  this  pro^asion,  just  as  they  are  excluded  from 
enrolling  for  supplementary  medical  insurance. 

The  committee's  bill  also  would  require  that  in  order  for  persons  to 
be  eligible  to  Cxiroll  for  hospital  insurance  they  must  be  enrolled  for 
supplementary  medical  insurance.  Those  persons  who  have  failed  to 
enroll  for  supplementary  medical  insurance  within  the  3-year  enroll- 
ment limit  as  prescribed  by  present  law  would  be  able,  under  another 
provision  in  the  committee's  bill  to  meet  this  requirement  since  they 
would  no  longer  be  excluded  from  enrolling  for  supplementary  medi- 
cal insurance.  If  a  person  terminates  his  supplementary  medical  in- 
surance, his  hospital  insurance  coverage  under  this  pro^dsion  would 
be  automatically  terminated  effective  the  same  date  as  his  supple- 
mentary medical  insurance  termination.  The  committee  believes  that 
such  a  restriction  is  necessary  to  reduce  the  possibility  of  excessive 
utilization  of  the  more  expensive  hospital  insurance  coverage  as  might 
occur  if  an  individual  were  enroUed  for  hospital  insurance  (covering 
primarily  institutional  care)  but  not  for  supplementary  medical  in- 
surance (covering  primarily  outpatient  care). 

Limits  on  Pkevailixg  Charge  Levels 

(Sec.  224  of  the  bill) 

Under  present  administrative  policies  under  medicare,  the  prevailing 
limit  on  the  reasonable  charge  for  a  service  is  intended,  over  the  long 
run,  to  be  generally  about  the  83d  percentile  of  customary  charges  for 
that  service  in  the  physician's  locality.  To  illustrate,  if  customary 
charges  for  an  appendectomy  in  a  locality  were  at  five  levels,  with  10 
percent  of  the  services  rendered  by  physicians  whose  customary  charge 
was  $150,  40  percent  rendered  by  physicians  who  charge  $200,  40  per- 
cent rendered  by  physicians  who  charge  $250  and  5  percent  rendered  by 
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physicians  who  charge  $300  and  with  the  remaining  5  percent  rendered 
jby  physicians  charging  in  excess  of  $300,  the  prevailing  limit  would  be 
$250,  since  this  is  the  level  that  would  cover  at  least  83  percent  of  the 
cases.  However,  if  15  percent,  rather  than  5  percent,  of  the  services 
were  rendered  by  physicians  whose  customary  charge  was  at  the  $300 
level  with  5  percent  charging  above  that  level,  the  prevailing  charge 
limit  would  be  $300,  since  this  would  then  be  the  level  that  would  cover 
at  least  83  percent  of  the  cases. 

Customary  charges  for  services  that  are  within  the  prevailing  fee 
limit  are  generally  recognized  in  full.  (In  a  relatively  small  number  of 
situations  additional  rules  are  used  to  judge  the  reasonableness  of 
charges.) 

The  committee  believes  that  it  is  necessary  to  move  in  the  direction  of 
an  approach  to  reasonable  charge  reimbursement  that  ties  recognition 
of  fee  increases  to  appropriate  economic  indexes  so  that  the  program 
will  not  merely  recognize  whatever  increases  in  charges  are  established 
in  a  locality  but  would  limit  recognition  of  charge  increases  to  rates 
that  economic  data  indicate  would  be  fair  to  all  concerned. 

Under  the  connnittee's  bill,  the  prevailing  charges  recognized  for  a 
locality  could  be  increased  in  fiscal  year  1972  and  in  later  years  only  to 
the  extent  justified  by  indexes  reflecting  changes  in  the  oj)erating  ex- 
penses of  physicians  and  in  earnings  levels.  A^Hiat  the  bill  provides  is  a 
limit  on  the  increases  that  would  be  recognized  on  the  basis  of  the  other 
reasonable  charge  criteria.  Increases  in  the  customary  charges  of  indi- 
vidual physicians  and  in  the  charges  prevailing  among  physicians  in  a 
locality  would  continue  to  be  recognized  only  on  the  basis  of  adequate 
evidence  that  such  increases  had  been  in  effect  for  a  period  of  time. 
The  new  ceiling  on  recognition  of  increases  in  prevailing  charge  limits 
that  is  provided  would  come  into  play  only  when  the  adjustments 
necessary  to  meet  increases  in  the  actual  charges  prevailing  in  a  locality 
exceeded,  in  the  aggregate,  the  level  of  increase  justified  by  other 
changes  in  the  economy. 

The  Secretary  would  establish  the  statistical  methods  that  would  be 
used  to  make  the  calculations  to  establish  the  limit  on  the  increases 
allowed  by  this  provision. 

The  base  for  the  proposed  economic  indexes  would  be  calendar  year 
1969.  The  increase  in  the  indexes  that  occurs  in  a  succeeding  calendar 
year  would  constitute  the  maximum  allowable  aggregate  increase  in 
prevailing  charges  above  the  original  base  that  would  be  recognized  in 
the  fiscal  year  beginning  after  the  end  of  that  calendar  year. 

Initially,  the  Secretary  would  be  expected  to  base  the  ceilings  for 
recognition  of  increases  in  prevailing  fee  limits  on  presently  available 
indexes  of  changes  in  consumer  prices  and  earnings  combined  in  a  man- 
ner consistent  with  available  data  on  the  ratio  of  the  expenses  of  prac- 
tice to  income  from  practice  occurring  among  self-employed  physicians 
as  a  group.  If,  for  example,  available  data  indicated  that  for  self- 
employed  physicians  as  a  group,  expenses  of  practice  absorbed  approxi- 
mately 40  percent  of  gross  receipts  of  practice  (the  proportions  indi- 
cated for  1966  by  data  compiled  by  IKS  from  tax  returns) ,  the  Secre- 
tary could  determine  that  the  maximum  aggregate  increase  in  prevail- 
ing charge  levels  that  could  be  recognized  in  a  carrier  area  would  be  40 
percent  of  the  area  increase  in  the  BLS  Consumer  Price  Index  (all 
items  less  medical  care)  plus  60  percent  of  the  area  increase  in  the 
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earnings  reported  to  the  social  security  program.  The  increase  in  the 
BLS  Consumer  Price  Index  (which  includes  a  service  component  and 
other  prices  reflecting,  to  sonie  degree,  office  salaries  paid  by  physi- 
cians) would  be  considered  to  indicate  the  justifiable  increase  in  fees  to 
take  account  of  increases  in  costs  met  by  the  physician  in  his  practice 
and  the  increase  in  earnings  would  be  considered  to  indicate  the 
justifiable  increase  in  fees  to  keep  the  physician's  earnings  in  line  with 
the  earnings  of  others.  Thus,  if  during  calendar  year  1970  the  area 
increase  in  prices  was  3  percent  and  the  area  increase  in  earnings  was 
5  percent,  the  allowable  aggregate  increase  in  prevailing  charges  recog- 
nized by  the  carrier  in  each  locality  during  fiscal  year  1972  would  be  4.2 
percent : 

(.40X.03)  +  (.60X.05)=:.04:2 

The  carrier  would  apply  the  prevailing  charge  criteria  now  in  the 
law  (but  setting  the  prevailing  charge  limit  at  the  75th  percentile  of 
customary  charges  rather  than  at  the  83d  percentile  permitted  under 
present  policies)  to  data  on  charges  in  calendar  year  1970  to  determine 
the  increases  in  prevailing  charges  that  it  would  be  appropriate  to 
recognize  during  fiscal  year  1972.  In  the  illustration  cited  earlier,  where 
20  percent  of  appendectomies  in  a  locality  were  rendered  by  physicians 
who  customarily  charged  $300  or  more  and  80  percent  of  such  services 
were  rendered  by  physicians  customarily  charging  at  or  below  $250, 
the  prevailing  charge  level  for  that  service  would  be  $250  (the  level 
that  would  cover  at  least  75  percent  of  the  cases) ,  rather  than  the  pre- 
vailing charge  level  of  $300  (the  level  that  would  cover  at  least  83 
percent  of  the  cases)  that  would  be  set  under  present  policies.  If  the 
aggregate  increase  in  prevailing  charges  so  determined  was  less  than 
4.2  percent,  the  adjustments'  would  be  permitted  and  the  portion  of  the 
allowable  aggregate  increase  not  used  in  that  fiscal  year  could  be  car- 
ried forward  and  used  in  future  fiscal  years.  However,  if  the  aggregate 
increase  in  prevailing  charges  found  otherwise  appropriate  exceeded 
4.2  percent,  such  increases  would  be  reduced  to  the  extent  necessary  to 
bring  the  aggregate  of  all  increases  within  the  4.2  ceiling — ^that  is,  if 
the  new  prevailing  charge  limits  that  were  indicated  for  fiscal  year 
1972  by  the  75th  percentile  of  calendar  year  1970  charges  multiplied 
by  the  frequency  of  the  related  services  in  calendar  year  1970  exceeded, 
in  total,  the  prevailing  charge  limits  indicated  for  fiscal  year  1971  by 
the  75th  percentile  of  calendar  1969  charges  multiplied  by  the  fre- 
quency of  the  related  services  in  calendar  1969  by  8.4  percent,  then  each 
of  the  prevailing  charge  increases  indicated  for  fiscal  year  1972  by  the 
75th  percentile  of  calendar  year  1970  charges  would  be  reduced  by 
one-half  so  that  the  aggregate  increase  allowed  would  be  within  the 
4.2  ceiling. 

It  is,  of  course,  contemplated  under  the  bill  that  the  Secretary  would 
use,  both  initially  and  over  the  long  run,  the  most  refined  indexes  that 
can  be  developed.  However,  the  committee  believes  that  the  viability 
of  the  proposal  does  not  depend  on  a  £jreat  deal  of  further  refinement. 
The  objectives  of  the  proposal  could  be  attained  with  equity  through 
the  use  of  an  approach  such  as  that  described  above.  This  is  so  because 
the  indexes  are  not  to  be  applied  on  a  procedure-by-procedure  basis 
that  would  raise  serious  questions  of  equitv  in  absence  of  refinements  to 
take  account  of  variations  in  the  mix  of  factors  of  production  among 
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various  types  of  medical  services  and  to  take  account  of  changes  in 
productivity  with  respect  to  various  services.  Rather,  the  indexes  will 
operate  as  overall  ceilings  on  prevailing  fee  level  increases  recognized 
in  a  carrier  area  under  which  adjustments  permitted  by  the  present 
customary  and  prevailing  charge  criteria  could  be  made  to  take  account 
of  the  shifting  patterns  and  levels  of  actual  charges  in  each  locality. 
Thus,  whether  the  new  limit  on  prevailing  charges  will  actually  affect 
the  determination  of  reasonable  charges  depends  on  the  degree  to 
which  physicians'  fees  rise  in  the  future.  If  the  rise  in  fees  in  the  ag- 
gregate was  no  more  than  the  rise  in  prices  and  earnings,  the  rise  in 
fees  would  be  allowed  in  full. 

The  committee  believes  it  desirable  to  provide  the  Secretary  with 
appropriate  leadtime  for  implementation  of  the  proposed  ceilings  on 
recognition  of  prevailing  charge  increases  and  to  provide  a  conserva- 
tive base  for  its  application.  For  this  reason,  the  committee  bill  in- 
cludes an  interim  provision  for  the  remainder  of  fiscal  year  1971 
requiring,  in  effect,  an  extension  of  present  policies  to  contain  program 
costs.  Under  this  interim  provision  the  medical  charge  levels  currently 
recognized  as  prevailing  in  a  locality  could  be  increased  after  enact- 
ment of  the  bill  and  during  fiscal  year  1971,  only  to  the  extent  found 
necessary,  on  the  basis  of  statistical  data  and  methodology  acceptable 
to  the  Secretary,  to  bring  the  charge  levels  recognized  as  prevailing 
in  a  locality  to  the  75th  percentile  of  the  customary  charges  (weighted 
by  frequency  rendered)  made  for  similar  services  in  the  same  locality 
during  calendar  year  1969.  However,  if  currently  alloAved  charges 
exceed  this  75th  percentile,  no  decrease  in  charges  would  be  required 
by  the  new  legislation.  And,  as  noted  earlier,  the  prevailing  charges 
calculated  as  representing  the  75th  percentile  in  calendar  year  1969 
will  establish  the  base  from  which  the  rate  increase  in  prevailing 
charge  levels  will  be  measured.  The  economic  index  that  would  go  into 
effect  starting  with  fiscal  year  1972  would  be  applied  to  this  base  to 
establish  limits  in  future  years. 

The  committee  believes  that  it  is  essential  to  implementation  of  the 
original  congressional  intent  that  the  Department  of  Health,  Educa- 
tion, and  Welfare  require  that  in  an  area  where  a  significant  number  of 
payments  are  made  under  Blue  Shield  and  other  service  benefit  con- 
tracts and  to  the  extent  such  payments  are  generally  accepted  by  physi- 
cians as  payment  in  full,  they  should  be  properly  reflected  in  the 
charge  data  used  in  the  determination  of  reasonable  charges.  Under 
these  service  benefit  plans,  the  participating  physician  agrees  to  accept 
the  Blue  Shield  allowance  as  payment  in  full  for  services  to  patients 
with  incomes  below  specified  limits.  Where  the  actual  number  of  cases 
in  which  the  Blue  Shield  payment  represents  payment  in  full  is 
unknown  and  valid  estimates  cannot  be  obtained,  reasonable  pre- 
sumption should  be  drawn  from  the  number  and  probable  income 
levels  of  those  covered  by  service  benefit  contracts  and  whether  such 
income  levels  would  generally  encompass  most  beneficiaries  and  as 
to  the  number  of  instances  in  which  the  Blue  Shield  payment  would 
usually  represent  the  physician's  full  payment. 

While  relating  the  allowability  of  future  increases  in  prevailing 
charges  to  general  economic  indicators  is  an  appropriate  method  for 
reasonable  charge  determinations  with  respect  to  the  services  of  physi- 
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cians,  the  committee  believes  it  would  be  inappropriate  for  reason- 
able charge  determinations  with  respect  to  medical  supplies,  equip- 
ment, and  services  that  do  not  generally  vary  in  quality  from  one  sup- 
plier to  another.  This  is  so  because  no  program  purpose  would  be  served 
by  allowing  charges  in  excess  of  the  lower  levels  (the  comparable 
House  provision  referred  to  "lowest  levels")  at  which  supplies, 
equipment,  or  services  can  be  readily  obtained  in  a  locality.  For  this 
reason,  the  committee  bill  permits  deviation  from  generally  applica- 
ble reasonable  charge  criteria  where  it  is  determined  that  medical  sup- 
plies, equipment,  and  services  do  not  generally  vary  in  quality  from 
one  supplier  to  another. 

The  committee  recognizes  that  it  will  not  be  possible  for  the  Secre- 
tary to  immediately  establish  special  charge  or  cost  limits  for  every 
item  or  service  not  materially  affected  in  quality  by  the  supplier  who 
actually  furnishes  it  to  the  patient.  However,  the  committee  believes 
that  it  is  important  to  make  explicit  the  Secretary's  authority  and  it 
is  expected  that  he  will  assert  such  authority  to  impose  rules  for  deter- 
mining reasonable  charges  when,  after  due  consideration,  he  determines 
that  a  particular  item  or  service  does  not  vary  in  quality  from  one 
supplier  to  another  and  devises  special  rules  for  reasonable  charge 
determinations  that  he  considers  equitable  and  administratively  feasi- 
ble. Until  the  Secretary  designates  an  item  or  service  as  falling  within 
the  scope  of  this  provision  and  establishes  rules  for  determining  rea- 
sonable charges  for  that  item,  the  presently  applicable  rules,  including 
any  special  rules  imposed  by  the  carrier,  would  generally  remain  in 
effect. 

The  committee  believes  that  it  would  be  advisable  for  the  Secretary 
to  give  priority  attention  to  items  of  service  or  equipment  most  fre- 
quently paid  for  under  the  program.  The  committee  also  believes  that 
there  are  certain  items  of  service  for  which  special  reasonable  charge 
rules  can  be  readily  established.  Where  a  separate  charge  is  made  by  a 
physician  for  an  injection,  for  example,  the  maximum  allowance  should 
be  a  scheduled  amount  based  upon  the  approximate  ingredient  and 
supply  cost  plus  a  modest  specified  amount  (such  as  $1.00)  to  cover 
the  injection  service.  This  seems  reasonable  since  an  injection  generally 
is  not  a  service  requiring  a  hi^h  level  of  training  and  experience ;  para- 
medical personnel  are  normally  capable  of  and  often  provide  the  serv- 
ice. Similarly,  schedules  of  allowances  should  be  established  by  geo- 
graphic or  medical  service  area,  where  appropriate,  for  routine  labora- 
tory work — including  interpretation  of  results — for  tests  not  ordinarily 
included  in  the  charge  for  a  physician  visit.  The  scheduled  allowance 
should  be  based  on  the  costs  of  tests  (including  common  groupings  of 
tests)  when  undertaken  by  qualified  efficient  and  economical  sources — 
such  as  independent  automated  laboratories — to  which  physicians  in 
an  area  have  reasonable  access. 

While  the  provision  discussed  above  is  directed  to  items  and  services 
that  do  not  generally  vary  in  quality  from  one  supplier  to  another, 
the  committee  notes  that  present  law  provides  authority  for  special 
reasonable  charge  rules  and  limits  with  respect  to  any  item  or  service 
for  which  such  special  rules  are  found  to  be  necessary  and  appropriate. 
The  committee  believes  that  it  is  reasonable  and  desirable  to  limit 
charges  recognized  for  routine  follow-up  visits  to  institutionalized 
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patients  to  a  reasonable  proportion  of  charges  for  the  initial  visit  and 
to  limit  charges  recognized  for  visits  on  the  same  day  to  a  number  of 
patients  in  the  same  institution  to  amounts  that  are  reasonable  in 
relation  to  the  time  usually  spent  and  services  provided  under  such 
circumstances.  Of  course,  such  limitations  would  not  preclude  indi- 
vidual consideration  of  requests  for  higher  allowances  where  such 
follow-up  visits  or  multiple  visits  are  justifiable  as  being  non-routine. 

The  effect  of  the  new  limits  established  under  this  provision  would 
be  extended  to  the  medicaid  and  child  health  programs  by  providing 
that  payments  under  these  programs  after  enactment  of  the  bill  may 
not  be  made  with  respect  to  any  amount  paid  for  items  and  services 
that  exceeds  these  new  limits.  This  would  be  consistent  with  the  situa- 
tion in  the  present  medicaid  program. 

The  medicaid  provisions  of  the  Social  Security  Amendments  of  1965 
contained  nothing  which  attempted  to  limit  the  charges  by  physicians 
that  States  could  pay  under  their  medicaid  programs.  States  could 
and  usually  did  set  some  type  of  limits  of  their  own,  typically  less 
than  usual  or  customary  charges.  The  Social  Security  Amendments  of 
1967  added  a  new^  medicaid  provision  which  required  that  a  State  plan 
must  provide  assurances  that  "payments  (including  payment  for  any 
drugs  under  the  plan)  are  not  in  excess  of  reasonable  charges  consistent 
with  efficiency,  economy,  and  quality  of  care."  On  June  30, 1969,  HEW 
issued  an  interim  regulation  which  limited  fees  paid  to  physicians,  den- 
tists, and  other  individual  providers  of  medical  services  under  medic- 
aid. The  HEW  regulation  stipulated  that  payments  to  providers  would 
be  limited  to  those  received  in  January  1969,  unless  payments  were 
below  the  75th  percentile  of  customary  charges.  States  whose  payment 
structures  provided  fees  above  the  75th  percentile  of  customary 
charges  were  required  to  adjust  their  payments  so  that  they  did  not 
exceed  reasonable  charges  as  determined  under  medicare.  The  regula- 
tion also  stipulates  that  after  July  1, 1970,  States  may  request  permis- 
sion to  increase  fees  paid  to  individual  practitioners  only  if  two  condi- 
tions are  met : 

(1)  The  average  percentage  increase  requested  above  the  75th  per- 
centile of  customary  charges  on  January  1,  1969,  may  not  exceed  the 
percentage  increase  in  the  all-services  component  of  the  Consumer 
Price  Index  (adjusted  to  exclude  the  medical  component)  or  an  al- 
ternative designed  by  the  Secretary ;  and 

(2)  Evidence  is  clear  that  providers  and  the  States  have  coopera- 
tively established  effective  utilization  review  and  quality  control 
systems. 

The  proposed  amendment  is  substantially  along  the  lines  of  the 
present  regulation,  and  is  effective  upon  enactment. 

Authority  or  Secretary  To  Terminate  Payments  to  Suppliers  of 

Services 

(Sec.  227  of  the  bill) 

Present  law  does  not  provide  authority  for  the  Secretary  to  with- 
hold future  payments  for  services  furnished  by  an  institutional  pro- 
vider of  services,  a  physician,  or  anv  other  supplier  who  either  abuses 
the  program  or  endangers  the  health  of  beneficiaries,  although  pay- 
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ment  for  past  or  current  claims  may  be  withlield  on  an  individual  basis 
where  the  services  are  not  reasonable  or  necessary  for  treatment  of 
illness  or  injury  or  where  the  supplier  fails  to  provide  the  necessary 
payment  information. 

The  committee  believes  it  important  to  protect  the  medicare,  medic- 
aid, and  maternal  and  child  health  programs  and  their  beneficiaries 
from  those  suppliers  of  services  who  have  made  a  practice  of  furnish- 
ing inferior  or  harmful  supplies  or  services,  engaging  in  fraudulent 
activities,  or  consistently  overcharging  for  their  services.  Such  pro- 
tection is  not  now  provided  under  the  law.  For  example,  if  a  physician 
is  found  guilty  of  fraud  in  connection  with  the  furnishing  of  services 
to  a  medicare  beneficiary,  there  is  no  authority  under  present  law  to 
bar  payment  on  his  subsequent  claims  so  long  as  the  physician  remains 
legally  authorized  to  practice.  States  can,  and  some  do,  bar  from  medic- 
aid providers  who  abuse  the  program,  but  they  are  not  now  required  to 
do  so. 

The  committee  approves  the  House  provision  under  which  the 
Secretary  would  be  given  authority  to  terminate  or  suspend  pay- 
ments under  the  medicare  program  for  services  rendered  by  any 
supplier  of  health  and  medical  services  found  to  be  guilty  of  program 
abuses.  The  Secretary  would  make  the  names  of  such  persons  or  orga- 
nizations public  so  that  beneficiaries  would  be  informed  about  which 
suppliers  cannot  participate  in  the  program.  The  situations  for  which 
termination  of  payment  could  be  made  include  overcharging,  furnish- 
ing excessive,  inferior,  or  harmful  services,  or  making  a  false  state- 
ment to  obtain  payment.  Also,  there  would  be  no  Federal  financial 
participation  in  any  expenditure  under  the  medicaid  and  maternal 
and  child  health  programs  by  the  State  with  respect  to  services  fur- 
nished by  a  supplier  to  whom  the  Secretary  would  not  make  medicare 
payments  under  this  provision  of  the  bill. 

Program  review  teams  would  be  established  in  each  State  by  the  Sec- 
retary, following  consultation  with  groups  representing  consumers  of 
health  services,  State  and  local  ]3rofessional  societies,  and  the  appro- 
priate intermediaries  and  carriers  utilized  in  the  administration  of 
title  XVIII  benefits.  Both  the  professional  and  the  nonprofessional 
members  of  the  program  review  teams  would  be  responsible  for  review- 
ing and  reporting  on  statistical  data  on  projrram  utilization  (which 
the  Secretary  would  periodically  provide).  Professional  members  of 
the  program  review  team  wou^d  not  be  responsible  for  reviewing  cases 
involving  overcharging.  Only  the  professional  members  of  the  program 
review  teams  would  review  cases  involving  the  furnishing  of  excessive, 
inferior,  or  harmful  services  in  order  to  assure  that  only  professionals 
will  review  other  professionals  under  this  provision. 

It  is  not  expected  that  any  large  number  of  suppliers  of  health  serv- 
ices will  be  suspended  from  the  medicare  program  because  of  abuse. 
However,  the  existence  of  the  authority  and  its  use  in  even  a  relative- 
ly few  cases  is  exi^ected  to  provide  a  substantial  deterrent. 

Any  person  or  organization  dissatisfied  with  the  Secretary's  deci- 
sion to  terminate  payn-ieuts  would  be  entitled  to  a  hearing  by  the 
Secretary  and  to  iudicial  review  of  the  Secretary's  final  decision. 

It  is  not  intended  that  this  provision  would  in  any  way  change  the 
Secretnrv's  present  right  to  withhold  payment  where  necessary  pay- 
ment information  is  not  provided.  Nor  would  the  supplier  of  services 
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be  entitled  to  a  hearing  or  judicial  review  with  respect  to  payments 
withheld  under  such  existing  authority. 

The  provisions  relating  to  title  XVIII  would  be  effective  with  re- 
spect to  determinations  made  by  the  Secretary  after  enactment  of 
the  bill.  The  provisions  relating  to  titles  V  and  XIX  would  be  ef- 
fective with  respect  to  items  or  services  furnished  on  or  after  July  1, 
1971. 

Elimination  of  Requibement  That  States  Move  Toward  Com- 
prehensive Medicaid  Programs 

(Sec.  228  of  the  bill) 

Section  1903(e)  of  the  medicaid  statute  requires  that  each  State 
make  ''a  satisfactory  showing  that  it  is  making  efforts  in  the  direction 
of  broadening  the  scope  of  the  care  and  services  made  available  under 
the  plan  and  in  the  direction  of  liberalizing  the  eligibility  requirements 
for  medical  assistance."  Under  an  amendment  adopted  by  the  Con- 
gress in  1969  (Public  Law  91-36),  the  operation  of  this  provision  was 
suspended  for  two  years,  until  Jul}"  1,  1971,  and  the  date  by  which 
the  States  were  to  have  comprehensive  medicaid  programs  (applying 
to  everyone  who  meets  their  eligibilitj'  standards  with  respect  to  in- 
come and  resources)  was  changed  from  1975  to  1977. 

The  committee  has  been  concerned  with  the  burden  of  the  medicaid 
program  on  State  finances.  For  example,  one  State  recently  cut  back 
on  money  going  to  medical  schools  in  order  to  finance  unexpected 
increases  in  the  cost  of  medicaid.  There  is  evidence  that  some  States 
have  moved  more  rapidly  in  the  direction  of  expanding  their  medicaid 
programs,  and  consequently  increasing  their  costs,  because  of  the 
influence  of  section  1903(e). 

The  committee  agrees  with  the  action  of  the  House  which  removes 
section  1903(e)  from  the  act.  When  the  operations  of  the  State  medic- 
aid programs  have  been  substantially  improved  and  there  is  assurance 
that  program  extensions  will  not  merely  result  in  more  medical  costs 
inflation,  the  question  of  expansion  of  the  program  could  then  be 
reconsidered. 

Determination  of  Reasonable  Cost  of  Inpatient  Hospital 
Services  Under  Medicaid  and  Maternal  and  Child  Health 
Programs 

(Sec.  229  of  the  bill) 

Under  present  law,  as  defined  in  regulations  issued  by  the  Secretary, 
States  are  required  to  reimburse  hospitals  for  inpatient  care  under 
medicaid  on  the  basis  of  the  reasonable  cost  formula  set  forth  in  medi- 
care. Several  States  have  objected  to  this  requirement,  asserting  that 
use  of  the  medicare  formula  for  medicaid  reimbursement  can  result  in 
their  paying  more  than  the  actual  cost  of  providing  inpatient  care  to 
those  eligible  for  medicaid.  There  is  nothing  in  the  legislative  history 
which  requires  that  reasonable  costs  should  be  defined  precisely  the 
same  way  for  both  programs  and  there  are  reasons  why  they  should  not, 
such  as  the  differing  characteristics  of  the  two  populations  served. 

The  Committee  on  Finance  approves  the  provision  of  the  House 
bill  which  retains  the  intent  of  the  original  provision —  to  avoid  having 
hospitals  or  their  private  patients  subsidize  inpatient  care  for  the  poor — 
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by  providing  for  payment  of  actual  and  direct  costs  of  inpatient  care 
for  medicaid  eligibles.  The  bill  would  allow  the  States  to  develop  their 
own  methods  and  standards  for  reimbursement  thereby  giving  them 
flexibility  in  working  out  satisfactory  payment  arrangements  with 
their  hospitals.  The  Secretary  could  disapprove  a  State's  plan  if  it  is 
shown  to  his  satisfaction  that  the  method  developed  by  the  State 
would  not  pay  the  actual  and  direct  cost  of  providing  care  to  medicaid 
eligibles.  Reimbursement  by  the  States  would  in  no  case  exceed 
reasonable  cost  reimbursement  as  provided  for  under  medicare. 

The  bill  would  apply  the  same  determination  of  reasonable  costs  to 
maternal  and  child  health  programs.  The  provisions  would  be  effective 
July  1,  1971,  or  earlier  if  the  State  plan  so  provides. 

Amount  of  Payments  Where  Customary  Charges  for  Services 
Furnished  Are  Less  Than  Reasonable  Cost 

(Sec.  230  of  the  bill) 

Under  present  law,  reimbursement  under  the  medicare  program 
is  based  on  the  reasonable  costs  incurred  by  providers  of  services  (but 
only  for  inpatient  hospital  services  under  medicaid  and  the  maternal 
and  child  health  programs)  in  providing  services  to  individuals 
covered  by  these  programs.  This  results,  in  some  cases,  in  these  pro- 
grams paying  higher  amounts  for  services  received  by  covered  in- 
dividuals than  such  individuals  would  be  charged  if  they  were  not 
covered  by  these  programs,  because,  in  some  cases,  a  provider's  cus- 
tomary charges  to  the  general  public  are  set  at  a  level  which  does  not 
reflect  the  provider's  full  costs. 

The  committee  agrees  with  the  House  that  it  is  inequitable  for  the 
medicare,  medicaid,  and  the  child  health  programs  to  pay  more  for 
services  than  the  provider  charges  to  the  general  public.  To  the  extent 
that  a  provider's  costs  are  not  reflected  in  charges  to  the  public  gen- 
erally, such  costs  are  expected  to  be  met  from  income  other  than  reve- 
nues from  patient  care — for  example,  from  endowment  or  investment 
income.  The  bill  would  provide,  therefore,  that  reimbursement  for  serv- 
ices under  the  medicare,  medicaid,  and  child  health  programs  could 
not  exceed  the  lesser  of  the  reasonable  cost  of  such  services  as  deter- 
mined under  section  1861  (v)  of  the  Social  Security  Act,  or  the  cus- 
tomary charges  to  the  general  public  for  such  services. 

However,  the  committee  believes  that  it  would  be  undesirable  to 
apply  this  provision  in  the  case  of  services  furnished  by  public  pro- 
viders of  services  free  of  charge  or  at  a  nominal  fee.  The  bill  would 
provide,  therefore,  that  where  services  are  furnished  by  a  public  pro- 
vider of  services  free  of  charge  or  at  a  nominal  charge,  the  Secretary 
shall  specify  by  regulation  reimbursement  based  on  those  elements  of 
costs  generally  allowed  in  the  determination  of  reasonable  cost  that 
he  finds  will  result  in  fair  compensation  for  such  services.  In  such 
cases  fair  compensation  for  a  service  could  not  exceed,  but  could  be 
less  than,  the  amount  that  would  be  paid  under  present  law. 

The  committee  recognizes  that  a  provider's  charges  may  be  lower 
than  its  costs  in  a  given  period  as  a  result  of  miscalculation  or  special 
circumstances  of  limited  duration,  and  it  is  not  intended  that  provid- 
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ers  should  be  penalized  by  such  short-range  discrepancies  between 
costs  and  charges.  Nor  does  the  committee  want  to  introduce  any  in- 
centive for  providers  to  set  charges  for  the  general  public  at  a  level 
substantially  higher  than  estimated  costs  merely  to  avoid  being  penal- 
ized by  this  provision.  Thus,  the  committee  recognizes  the  desirability 
of  permitting  a  provider  that  was  reimbursed  under  the  medicare, 
medicaid  and  child  health  programs  on  the  basis  of  charges  in  a  fiscal 
period  to  carry  unreimbursed  allowable  costs  for  that  period  forward 
for  perhaps  two  succeeding  fiscal  periods.  Should  charges  exceed  costs 
in  such  succeeding  fiscal  periods,  the  unreimbursed  allowable  costs 
carried  forward  could  be  reimbursed  to  the  provider  along  with  cur- 
rent allow^able  costs  up  to  the  limit  of  current  charges. 

The  committee  intends  that  for  purposes  of  administering  this 
provision,  "customary  charges"  shall  mean  (1)  the  charges  listed  in 
an  established  charge  schedule  (if  the  institution  has  only  a  single 
set  of  charges  applied  to  all  patients),  or  (2)  the  most  frequent  or 
typical  charges  imposed  (if  the  institution  uses  more  than  one  charge 
for  a  single  service).  However,  in  order  to  be  considered  to  be  the 
"customary  charge,"  a  charge  w^ould  have  to  be  one  that  was  actually 
collected  from  a  substantial  number  of  individuals.  A  charge  set  up 
in  name  only,  perhaps  primarily  to  avoid  the  effect  of  this  provision, 
is  not  intended  to  determine  medicare  reimbursement. 

The  provisions  relating  to  medicare  w^ould  be  effective  with  respect 
to  services  furnished  hospitals  and  extended  care  facilities  in  account- 
ing periods  beginning  after  June  80,  1971,  and  with  respect  to  services 
furnished  by  home  health  agencies  in  accounting  periods  beginning 
after  June  80,  1971.  Provisions  relating  to  the  medicaid  and  maternal 
and  child  health  programs  would  be  effective  for  accounting  periods 
beginning  after  June  30, 1971. 

Payments  to  States  Under  Medicaid  Programs  for  Installation 
AND  Operation  of  Claims  Processing  and  Information  Re- 
trieval Systems 

(Sec.  282  of  the  bill) 

Under  present  law,  States  are  required  to  use  methods  of  adminstra- 
tion  deemed  necessary  by  the  Secretary  for  efficient  operation  of 
the  program.  Federal  matching  is  now  set  at  50  percent  for  admin- 
istrative costs  and  75  percent  for  compensation  of  professional  medical 
personnel.  Despite  this  requirement,  many  States  do  not  have  effective 
claims  administration  or  well-designed  information  storage  and  re- 
trieval systems;  nor  do  they  possess  the  financial  and  technical 
resources  to  develop  them  if  required  to  do  so  by  the  Secretary. 

The  committee  approves  the  provision  of  the  House  bill  which 
proposes  to  aid  the  States  in  meeting  their  responsibilities  by 
authorizing  90  percent  Federal  matching  for  the  cost  necessary  to  the 
State  for  it  to  design,  develop,  and  install  mechanized  claims  processing 
and  information  retrieval  systems  for  its  own  use  deemed  necessary  by 
the  Secretary.  The  Federal  Government  acknowledges  the  obligation 
to  provide  technical  assistance,  including  the  development  of  model 
systems,  to  each  State  operating  a  medicaid  program.  It  is  expected  that 
this  financial  and  technical  support  will  aid  the  States  in  realizing  effi- 
cient and  effective  administration  of  the  program,  and  that  it  will 
reduce  program  costs. 
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Your  committee  also  recognizes  the  importance  of  this  activity  by- 
providing  Federal  matching  funds  at  the  75  percent  rate  for  the  opera- 
tion (inchiding  contract  operation)  of  a  system  approved  by  the 
Secretary. 

States  would  not  be  eligible  to  receive  this  increased  Federal  sup- 
port until  they  have  developed  the  capacity  to  provide  basic  informa- 
tion to  recipients  on  services  paid  for  by  the  program,  including 
the  names  of  the  providers,  the  dates  on  which  services  were  furnished, 
and  the  amount  of  payment  made.  Experience  with  the  medicare  pro- 
gram indicates  that  beneficiary  complaints  about  discrepancies  be- 
tween the  ''explanation  of  benefits"  form  they  receive,  and  the  care 
actually  provided,  has  been  the  largest  single  source  of  information  on 
possible  abuse  and  fraud.  It  is  appropriate  to  combine  the  require- 
ment that  States  provide  such  explanations  with  the  increased  Federal 
matching  which  would  support  such  an  activity.  Savings  resulting  from 
increased  administrative  efficiency  would  more  than  offset  the  costs  of 
this  provision. 

This  provision  of  the  bill  w^ould  be  effective  July  1,  1971. 
Prohibition  Against  Reassignment  of  Claims  to  Benefits 
(Sec.  234  of  the  bill) 

Under  present  law,  payment  for  services  furnished  by  a  physician 
or  other  person  under  the  supplementary  medical  insurance  program 
is  made:  (1)  to  the  beneficiary  on  the  basis  of  an  itemized  bill,  or 
(2)  to  the  physician  or  other  person  who  provided  the  services  on  the 
basis  of  an  assignment  under  the  terms  of  which  the  reasonable  charge 
is  the  full  charge  for  the  service.  Present  law  also  provides  that  pay- 
ment for  such  services  under  the  medicaid  program  is  made  to  the 
physician  or  other  person  providing  the  services.  The  law  is  silent 
with  respect  to  reassignment  by  physicians  or  others  who  provide 
services  of  their  ri^ht  to  receive  payment  under  these  programs.  The 
Department  of  HEW  makes  such  reassigned  payments  under  medi- 
care without  specific  legislative  authority. 

Experience  with  this  practice  under  these  programs  shows  that  some 
physicians  and  other  persons  providing  services  reassign  their  rights 
to  other  organizations  or  groups  under  conditions  whereby  the  orga- 
nization or  group  submits  claims  and  receives  payment  in  its  own  name. 
Such  reassignments  have  been  a  source  of  incorrect  and  inflated  claims 
for  services  and  have  created  administrative  problems  with  respect 
to  determinations  of  reasonable  charges  and  recovery  of  overpayments. 
Fraudulent  operations  of  collection  agencies  have  been  identified  in 
medicaid.  Substantial  overpayments  to  many  such  organizations  have 
been  identified  in  the  medicare  program,  one  involving  over  a  million 
dollars. 

The  committee  agrees  with,  but  has  made  technical  chang:es  in,  the 
provision  in  the  House  bill  which  seeks  to  overcome  these  difficulties  by 
prohibiting  payment  for  a  service  where  the  request  for  payment  is 
made  pursuant  to  an  assignment  to  anyone  other  than  the  physician 
or  other  person  who  furnishes  the  service,  except  that  the  committee 
has  provided  that  payment  may  be  made,  under  conditions  to  be 
prescribed  by  the  Secretary,  to  the  employer  of  the  physician  or  other 
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person  if  he  is  required  as  a  condition  of  his  employment  to  turn  over 
his  fees  to  his  employer,  or  to  a  facility  which  is  the  sole  organization 
which  has  the  right  to  charge  for  the  service. 

The  committee's  bill  Avould  not  preclude  a  physician  or  other  person 
who  provided  the  services  and  accepted  an  assignment  from  having 
the  payment  mailed  to  anyone  or  any  organization  he  wishes,  but  the 
payment  would  be  to  him  in  his  name. 

This  provision  as  it  applies  to  medicare  would  be  effective  with 
respect  to  bills  submitted  and  requests  for  payment  made  on  or  after 
March  1,  1971.  For  medicaid  the  provision  would  be  effective  July  1, 
1971,  or  earlier  if  the  State  plan  so  provides. 

Utilization  Review  Requirements  for  Hospitals  and  Skilled 
Nursing  Homes  Under  Medicaid  and  Maternal  and  Child 
Health  Programs 

(Sec.  235  of  the  bill) 

Under  present  medicare  law,  each  hospital  and  extended  care 
facility  is  requiied  to  have  a  utilization  review  committee  to  review 
all  long-stay  cases  as  well  as  review,  on  a  sample  or  other  basis,  ad- 
missions, durations  of  stay  and  professional  services.  The  reasons  for 
requiring  hospitals  and  extended  care  facilities  to  have  utilization  re- 
view committees  for  medicare  cases  apply  with  equal  force  to  review 
of  medicaid  cases,  but  there  is  now  no  such  requirement  in  the  medic- 
aid law. 

The  Committee  on  Finance  approves  the  House  provision  which 
would  require  hospitals  and  skilled  nursing  homes  participating  in  the 
medicaid  or  maternal  and  child  health  program  to  have  cases  reviewed 
by  the  same  utilization  review  committee  already  reviewing  medicare 
cases  or,  if  one  does  not  exist,  by  a  committee  which  meets  the  stand- 
ards established  under  medicare.  It  is  not  intended  that  where  medic- 
aid requires  more  stringent  or  comprehensive  utilization  review  than 
does  medicare,  such  requirements  be  reduced  by  virtue  of  operation  of 
this  section.  States  could,  if  they  wish,  impose  more  stringent  require- 
ments; e.g.,  they  might  request  that  the  committee  review^  medicaid 
patient  stays  earlier  than  medicare  cases  since  the  medicaid  population 
is  generally  younger  than  that  covered  under  medicare. 

This  provision  would  be  effective  July  1,  1971. 

Elimination  of  Requirement  That  Cost-Sharing  Charges 
Imposed  on  Individuals  Other  Than  Cash  Recipients  Under 
Medicaid  Be  Related  to  Their  Incomes 

(Sec.  236  of  the  bill) 

Under  present  law,  a  State  cannot  impose  deductibles  or 
other  cost-sharing  devices  on  cash  assistance  recipients.  In  addition, 
while  deductibles  or  copayments  can  be  imposed  with  respect  to  the 
medically  indigent,  they  must  be  ' 'reasonably  related  to  the  recipient's 
income  and  resources." 

The  Committee  on  Finance  agrees  with  the  House  bill  which  would 
remove  the  restriction  relating  to  the  medically  indigent  in  order  to 
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allow  States  to  explore  the  cost  advantages  that  may  result  from  the 
direct  savings  and  possible  decrease  in  utilization  that  cost-sharing 
devices  of  a  specified  amount  for  all  the  medically  indigent  might 
create.  Even  a  small  charge  gives  the  recipient  a  sense  of  participation 
and  can  reduce  any  tendency  toward  excessive  use  of  services. 
Experience  with  many  programs  covering  prescription  drugs  has 
shown  that  a  modest  copayment  can  control  excessive  utilization.  The 
committee  believes  that  States  should  have  the  option  of  introducing 
copayment  provisions  for  the  purpose  of  reducing  the  overutilization 
of  services. 

It  would  be  expected  that  States  would  impose  flat  deductibles  or 
copayments  primarily  with  respect  to  these  items  of  health  care  or 
services  which  are  provided  in  large  part  at  the  initiative  of  the  patient. 
States  would  be  permitted  to  have  such  a  copayment  for  such  services 
for  all  of  its  medically  indigent. 

The  ban  on  use  of  deductibles  or  copayments  for  cash  assistance 
recipients  would  be  retained. 

This  provision  would  be  effective  January  1, 1971. 

Notification  of  Unnecessary  Admission  to  a  Hospital  or 
Extended  Care  Facility  Under  Medicare  Program 

(Sec.  237  of  the  bfll) 

Under  present  law,  the  utilization  review  committee  required  to 
function  in  each  hospital  and  extended  care  facility  must  review  all 
long-stay  cases  and  at  least  a  sample  of  admissions.  When  in  the  re- 
view of  a  long-stay  case  the  utilization  review  committee  determines 
that  further  stay  in  the  institution  is  not  medically  necessary,  the  com- 
mittee is  required  to  notify  promptly  the  physician,  the  patient,  and 
the  institution  of  its  finding.  No  medicare  payment  is  made  for  any 
services  furnished  after  the  third  day  following  such  notification. 

The  committee  approves  the  provision  in  the  House  bill  which 
would  require  a  similar  notification,  and  a  similar  payment  cut-off 
after  3  days,  to  be  made  where  the  utilization  review  committee  in 
its  sample  or  other  review  of  admissions  finds  a  case  where  hospi- 
talization or  extended  care  is  no  longer  necessary  (or  never  was 
necessary).  Thus,  the  committee's  bill  would  remove  the  anomaly  of 
continuing  payment  in  a  case  where  the  utilization  review  committee 
determined  in  the  course  of  sample  or  other  review  that  admission  to 
the  institution  or  further  stay  was  not  necessary  and  would  make 
parallel  the  treatment  accorded  long-stay  cases  and  cases  reviewed 
on  a  sample  basis. 

This  provision  would  be  effective  with  respect  to  services  furnished 
after  the  second  month  following  enactment  of  the  bill. 

Use  of  State  Health  or  Other  Approprl\te  Medical  Agency  To 
Perform  Certain  Functions  Under  Medicaid  and  Maternal  and 
Child  Health  Progilvms 

(Sec.  238  of  the  bill) 

Under  present  law,  one  State  agency  may  have  the  responsibility 
for  certifying  health  facilities  for  participation  in  the  medicare  pro- 
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gram  and  another  agency  for  certifying  health  facilities  for  partici- 
pation in  medicaid  and  maternal  and  child  health  programs.  The  com- 
mittee believes  that  this  duplication  of  effort  in  the  verification  of  and 
in  the  establishment  and  maintenance  of  health  standards  is  unneces- 
sary and  inefficient.  The  committee's  bill  would  require  the  State 
to  provide  that  the  same  agency  shall  perform  these  functions  for  med- 
icare, medicaid,  and  the  maternal  and  child  health  programs.  The 
House  bill  spedified  "State  health  agency"  as  the  responsible  State 
body.  However,  in  some  States — such  as  Louisiana — another  agency 
performs  the  certification  function  for  medicare.  The  committee  has 
tlierefore  included  a  technical  amendment  to  authorize  use  of  the 
appropriate  State  medical  agency  rather  than  limiting  the  designation 
to  "State  health  agency." 

The  Committee  on  Finance  also  believes  that  the  effectiveness  and 
economy  of  the  medicaid  program  would  be  enhanced  through  de- 
velopment of  capability  in  each  State  to  perform  utilization  reviews, 
to  establish  standards  relating  to  the  quality  of  health  care  furnished 
to  medicaid  recipients,  and  to  review  the  quality  of  the  services  pro- 
vided. Activities  such  as  these  would  provide  information  on  the 
under-  or  over-utilization  of  resources  and  the  quality  and  appropri- 
ateness of  care. 

To  encourage  the  development  of  the  capabilities  upon  which  these 
improvements  would  be  based,  the  committee  bill  provides  that  Fed- 
eral participation  in  medicaid  payments  be  contingent  upon  the  estab- 
lishment of  a  plan,  acceptable  to  the  Secretary,  for  utilization  review, 
the  establishment  of  standards  relating  to  the  quality  of  care  fur- 
nished to  medicaid  recipients,  and  review^  of  the  quality  of  services 
provided.  Federal  matching  at  the  75-percent  rate  is  now  available  for 
the  costs  of  the  health  professionals  and  their  supporting  staff  found 
necessary  in  carrying  out  such  functions. 

This  provision  would  be  effective  July  1,  1971. 

Coverage  Prior  to  Application  for  Medicaid 
(Sec.  251  of  the  bill) 

Under  present  law  a  State  may,  at  its  own  option,  cover  the  cost  of 
health  care  provided  to  an  otherwise  qualified  recipient  for  the  three 
months  prior  to  his  application  for  medicaid.  Thirty-one  States  have 
elected  to  provide  this  coverage,  thereby  protecting  persons  who  are 
eligible  for  medicaid  but  do  not  apply  for  assistance  until  after  they 
have  received  care,  either  because  they  did  not  know  about  the  medic- 
aid eligibility  requirements  or  because  the  sudden  nature  of  their 
illness  prevented  their  applying. 

The  committee  agrees  with  the  Committee  on  Ways  and  Means  and 
believes  that  such  coverage  is  reasonable  and  desirable  and  recommends 
that  the  States  be  required  to  provide  protection  for  that  3-month 
period.  Therefore,  the  committee's  bill  requires  all  States  to  provide 
coverage  for  care  and  services  furnished  in  or  after  the  third  month 
prior  to  application  for  those  individuals  who  were  otherwise  eligible 
when  the  services  were  received. 

This  provision  would  be  effective  July  1,  1971. 
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Hospital  Admissions  for  Dental  Services  Under  the  Medicare 

Program 

(Sec.  252  of  the  bill) 

Under  present  medicare  procedures,  when  a  patient  is  hospitalized 
in  connection  with  the  performance  of  noncovered  dental  procedures, 
payment  may  be  made  for  inpatient  hospital  services  if  the  patient 
has  other  impairments  so  severe  that  hospitalization  is  necessary.  In 
some  cases,  intermediaries  require  that  a  physician  certify  to  the 
medical  necessity  of  dental  admissions,  since  hospitalization  is  or- 
dinarily not  necessary  for  the  provision  of  dental  services.  Where 
such  a  certification  is  required,  the  dentist  who  will  be  performing  the 
dental  procedures  must  arrange  for  a  physician  to  make  the  necessary 
certification. 

The  committee  approves  the  provision  in  the  House  bill  which 
would  authorize  the  dentist  w^ho  is  caring  for  the  patient  to  make  the 
determination  of  the  necessity  for  inpatient  hospital  admission  for 
dental  services  Avithout  requiring  a  corroborating  certification  by  a 
physician.  The  committee  believes  that  in  these  kinds  of  cases  the 
dentist  is  in  a  better  position  to  make  the  necessary  evaluation  of  the 
patient's  condition  and  probable  reaction  to  dental  surgery  than  is  a 
physician  who  may  not  be  familiar  either  with  the  patient  or  the  nature 
of  the  dental  procedures  to  be  performed. 

This  provision  would  be  effective  with  respect  to  admissions  occur- 
ring after  the  second  month  following  enactment  of  the  bill. 

Exemption  of  Christian  Science  Sanatoriums  From  Certain 
Nursing  Home  Requirements  Under  Medicaid 

(Sec.  253  of  the  bill) 

Under  present  law.  Christian  Science  sanatoriums  are  permitted  to 
participate  in  the  medicaid  program  as  skilled  nursing  homes,  and  as 
such,  are  required  to  meet  the  general  requirements  established  for 
skilled  nursing  homes. 

The  committee  agrees  with  the  House  that  Christian  Science 
sanatoriums  which  do  not  actually  provide  medical  care,  should  not 
be  required  to  have  a  skilled  nursing  home  administrator  licensed  by 
the  State,  to  maintain  an  organized  nursing  service  under  the  direction 
of  a  registered  nurse,  to  maintain  detailed  medical  records,  or  to  have 
diagnostic  and  other  service  arrangements  with  general  hospitals.  The 
bill  would,  therefore,  exempt  Christian  Science  sanatoriums  from  the 
requirements  for  a  licensed  nursing  home  administrator  and  other  in- 
appropriate requirements  of  the  medicaid  program.  Such  sanatoriums 
will  be  expected  to  continue  to  meet  all  applicable  safety  standards. 

This  provision  would  be  effective  upon  enactment. 

Extension  of  Grace  Period  for  Termination  of  Supplementary 
Medical  Insurance  Coverage  Where  Failure  To  Pay  Pre- 
miums Is  Due  to  Good  Cause 

(Sec.  255  of  the  bill) 

Under  present  law,  an  individual's  coverage  under  the  supple- 
mentary medical  insurance  part  of  medicare  is  terminated  for  non- 
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payment  of  premiums.  The  termination  is  effective  on  a  date 
determined  under  regulations  which  may  be  estabUshed  so  as  to 
provide  a  grace  period  (not  in  excess  of  90  days)  during  which  overdue 
premiums  may  be  paid  and  coverage  continued. 

Several  types  of  cases  have  arisen  in  which  termination  of  an  indi- 
vidual's supplementary  medical  insurance  protection  for  failure  to 
pay  all  premiums  due  within  90  days  is  clearly  inequitable.  For  exam- 
ple, there  have  been  cases  where  for  reasons  of  physical  or  mental  in- 
capacity the  enrollee  was  unable  to  make  the  premium  payment  within 
the  allowed  time  limit  and  there  was  no  one  acting  on  his  behalf  to 
protect  his  interests.  In  other  cases,  coverage  has  been  terminated  be- 
cause the  enrollee  mistakenly  believed  that  payment  had  been  made 
when  actually  it  had  not. 

The  Committee  on  Finance  approves  the  provision  in  the  House  bill 
which  would  extend  the  90-day  grace  period  for  an  additional  90  days 
where  the  Secretary  finds  that  there  was  good  cause  for  failure  to  pay 
the  premium  before  the  expiration  of  the  initial  90-day  grace  period. 

This  provision  would  apply  to  such  cases  of  nonpayment  of  premi- 
ums due  within  the  90-day  period  preceding  the  date  of  enactment. 

Extension  of  Time  for  Filing  Claim  for  Supplementary  Medical 
Insurance  Benefits  Where  Delay  Is  Due  to  Administrative 
Error 

(Sec.  256  of  the  bill) 

Under  present  law,  a  claim  for  benefits  under  the  supplementary 
medical  insurance  program  must  be  filed  by  December  31  of  the  year 
following  the  year  in  which  the  services  were  provided.  (For  this 
purpose,  services  furnished  in  the  last  3  months  of  a  year  are  deemed 
to  have  been  furnished  in  the  following  year.)  The  present  time 
limit  is  adequate  for  the  vast  majority  of  supplementary  medical 
insurance  claims.  In  some  few  cases,  however,  beneficiaries  have 
failed  to  file  a  timely  claim  due  to  a  mistake  or  other  action  on  the 
part  of  the  Government  or  one  of  its  agents.  For  example,  misinfor- 
mation from  an  official  source  or  delay  in  establishing  supplementary 
medical  insurance  entitlement  has  resulted  in  late  filing  of  claims. 

The  committee  agrees  with  the  House  provision  which  would 
provide  that  where  a  claim  under  supplementary  medical  insurance 
is  not  filed  timely  due  to  error  of  the  Government  or  one  of  its  agents, 
the  claim  may  nevertheless  be  honored  if  filed  as  soon  as  possible  after 
the  facts  in  the  case  have  been  established.  This  provision  would  assure 
that  claimants  would  not  be  treated  inequitably  because  of  such  an 
error. 

This  amendment  would  apply  with  respect  to  bills  submitted  and 
requests  for  payment  made  after  March  1968. 

Waiver  of  Enrollment  Period  Requirements  Where  Indi- 
vidual's Rights  Were  Prejudiced  by  Administrative  Error 
OR  Inaction 

(Sec.  257  of  the  bill) 

Under  present  law,  an  individual  can  enroll  in  the  supplementary 
medical  insurance  program  during  his  initial  7-month  enrollment 
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period,  beginning  with  the  third  nionth  before  the  month  he  attains  age 
65,  or  during  any  general  enrollment  period  (during  the  first  3  months 
of  each  year),  which  begins  within  3  years  after  the  end  of  his  initial 
enrollment  period.  (The  committee's  bill  includes  a  provision  which 
would  eliminate  the  3-year  limit  on  enrollment.  That  provision  is 
discussed  immediately  following  discussion  of  this  provision.) 

There  have  been  some  relatively  rare  cases  in  which  it  has  been  dis- 
covered that  due  to  an  action,  inaction,  or  error  on  the  part  of  the 
Government  an  individual  is  in  fact  enrolled,  or  is  in  fact  not  enrolled, 
under  supplementary  medical  insurance  when  both  the  individual  and 
the  Government  had  until  then  believed  that  the  reverse  was  true.  Such 
cases  include  instances  where  an  individual  filed  an  enrollment  request 
timely  2,  3,  or  more  years  ago,  but  it  was  inadvertently  misfiled,  and 
never  acted  upon.  When  the  request  is  discovered,  the  individual,  who 
did  not  know  he  had  supplementary  medical  insui  ance  coverage  is  pre- 
sented with  a  substantial  bill  for  premiums ;  or  if  he  is  a  beneficiary,  he 
may  find  that  his  benefit  check  is  reduced  or  withheld  altogether  to  pay 
premiums  for  supplementary  medical  insurance  coverage  which  he 
never  knew  he  had.  Another  type  of  case  involves  the  person  who 
enrolled  in  good  faith  and  was  allowed  medical  insurance  on  the  basis 
of  evidence  shomng  that  he  had  attained  age  65;  several  years  later 
new  evidence  is  discovered  which  shows  he  was  only  age  64  at  the  time 
of  enrollment — that  is,  new  evidence  shows  that  he  was  not  eligible  to 
enroll  when  he  did.  In  such  situations  the  Government  is  forced  to 
disallow  the  supplementary  medical  insurance  coverage,  refund  all 
premiums  received,  recover  any  supplementary  medical  insurance  ben- 
efits paid,  and  notify  the  person  that  if  he  mshes  supplementary  med- 
ical insurance  coverage  he  may  enroll  in  the  next  general  enrollment 
period.  Although  these  cases  are  rare,  they  can  cause  considerable 
hardship  and  distress  to  the  individuals  involved,  and  present  law 
permits  no  relief  to  be  given. 

The  committee  shares  the  belief  of  the  Committee  on  Ways  and 
Means  that  where  an  individual's  enrollment  rights  under  supple- 
mentary medical  insurance  has  been  prejudiced  because  of  the  action, 
inaction  or  error  on  the  part  of  the  Government,  he  should  not  be 
penalized  or  caused  hardship.  The  bill,  therefore,  authorizes  the  Sec- 
retary to  provide  such  equitable  relief  as  may  be  necessary  to  correct 
or  eliminate  the  effects  of  these  situations,  includ  ng  (but  not  limited 
to)  the  establishment  of  a  special  initial  or  subsequent  enrollment 
period,  with  a  coverage  period  determined  on  the  basis  thereof  and 
with  appropriate  adjustments  of  premiums. 

This  provision  would  apply  to  all  cases  which  have  arisen  since  the 
beginning  of  the  program  but  it  is  not  contemplated  that  the  admin- 
istration be  required  to  conduct  an  extensive  search  for  cases  which 
arose  prior  to  enactment. 

Elimination  of  Provisions  Preventing  Enrollment  in  Supple- 
mentary Medical  Insurance  Program  More  Than  3  Years 
After  First  Opportunity 

(Sec.  258  of  the  bill) 

Under  j)resent  law,  an  individual  can  enroll  for  the  first  time  in 
the  supplementary  medical  insurance  program  during  his  initial 
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7-month  enrollment  period,  beginning  with  the  third  month  before 
the  month  he  attains  age  65,  or  during  any  general  enrollment  period 
(during  the  first  3  months  of  each  year)  which  begins  within  3  years 
after  the  end  of  his  initial  enrollment  period.  A  person  whose  en- 
rollment has  terminated  may  not  enroll  for  the  second  time  in  sup- 
plementary medical  insurance  unless  he  does  so  in  a  general  enrollment 
period  which  begins  within  3  years  after  the  effective  date  of  such 
termination.  An  individual  may  reenroll  only  once. 

The  3-year  enrollment  limit  was  included  in  the  law  (as  are  other 
limitations  on  enrollment  in  the  supplementary  medical  insurance  pro- 
gram) in  the  interest  of  avoiding  antiselection  in  case  the  enrollment 
under  the  program  was  not  a  very  substantial  proportion  of  people 
eligible  to  enroll.  For  example,  substantial  numbers  of  people  who  are 
relatively  healthy  might  delay  enrollment  until  they  are  well  past  age 
65  and  have  become  sick,  at  which  point  they  would  enroll  and  receive 
substantial  benefits  without  having  paid  much  in  premiums.  However, 
since  there  is  now  a  95-percent  rate  of  participation  in  the  program  and 
since  the  vast  majority  of  enrollees  enroll  at  the  earliest  possible  time, 
there  would  seem  to  be  no  reason  to  retain  the  3-year  limit  on  enroll- 
ment. Further,  present  law  provides  that  premiums  for  late  enrollees 
are  increased  10  percent  for  each  full  12  months  elapsed  between  the 
time  they  could  have  enrolled  and  actually  do  enroll  and  this  provision 
would  be  retained.  Such  late-enrollment  charges  serve  to  prevent 
antiselection  and  to  meet  the  higher  costs  associated  with  those  who 
enroll  at  older  ages. 

The  committee  approves  the  provision  in  the  House  bill  which 
would  eliminate  the  3-year  limit  with  respect  to  both  initial  enrollment 
and  reenroUment  after  an  initial  termination.  Enrollment  periods 
would  remain  as  presently  defined  and  the  restriction  limiting  indi- 
viduals who  terminate  enrollment  to  reenroll  only  once  would  be 
retained. 

This  provision  would  apply  to  all  requests  for  enrollment  filed  after 
enactment  of  the  bill. 

Waiver  of  Recovery  or  Incorrect  Payments  From  Survivor  Who 

Is  Without  Fault 

(Ses.  259  of  the  bill) 

Under  present  law,  an  individual  to  whom  (or  on  behalf  of  whom) 
a  medicare  overpayment  is  made  is  subjected  to  recovery  action  with  re- 
spect to  such  overpayment,  except  that  the  recovery  action  may  be 
waived  if  the  individual  is  without  fault  and  if  recovery  would  de- 
feat the  purposes  of  the  cash  social  security  title  (title  II)  of  the 
Social  Security  Act  or  would  be  against  equity  and  good  conscience.  If 
such  individual  dies,  recovery  action  is  initiated  as  necessary  from  any 
other  individual  who  is  receiving  cash  social  security  benefits  on  the 
same  earnings  record  as  the  decreased  overpaid  beneficiary.  In  the  lat- 
ter situation,  however,  waiver  of  recovery  action  is  not  permitted  even 
though  the  surviving  beneficiary — a  widow,  for  example — is  without 
fault  with  respect  to  the  overpayment. 

The  Social  Security  Amendments  of  1967  included  a  provision  which 
permitted  recovery  to  be  waived  in  the  case  of  cash  benefits  if  the  indi- 
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vidual  from  whom  recovery  is  being  considered  is  without  fault,  even 
though  the  overpaid  individual  was  at  fault.  However,  the  comparable 
change  with  respect  to  medicare  overpayments  was  not  made.  As  a 
result,  there  are  situations  in  which,  for  example,  an  overpayment 
made  to  a  deceased  beneficiary  is  the  responsibility  of  his  widow  even 
though  she  was  without  fault  in  causing  the  overpayment,  whereas  if 
the  overpayment  had  been  made  to  or  on  behalf  of  the  widow  herself, 
the  waiver  provision  would  apply  if  she  were  not  at  fault. 

The  committee's  bill  would  rectify  this  anomaly  by  permitting  any 
individual  who  is  liable  for  repayment  of  a  medicare  overpayment  to 
qualify  for  waiver  of  recovery  of  the  overpaid  amount  if  he  is  without 
fault  and  if  such  recovery  would  defeat  the  purposes  of  title  II  or 
would  be  against  equity  and  good  conscience. 

The  provision  would  be  effective  upon  enactment  for  overpayments 
outstanding  at  that  time. 

Requirement  of  Minimum  Amount  of  Claim  To  Establish  En- 
titlement TO  Hearing  Under  Supplementary  Medical  Insur- 
ance Program 

(Sec.  260  of  the  bill) 

Under  present  law,  people  enrolled  in  the  supplementary  medical 
insurance  program  are  assured  an  opportunity  for  a  fair  hearing  by 
the  carrier  when  requests  for  payment  under  supplementary  medical 
insurance  are  denied  or  are  not  acted  upon  with  reasonable  prompt- 
ness, or  when  the  amount  of  the  payment  is  in  controversy,  regardless 
of  the  dollar  amount  at  issue.  Experience  under  the  program  indicates 
that  the  holding  of  a  full  fair  hearing  is  unwarranted  in  cases  where 
the  amount  in  controversy  is  relatively  small.  Carriers  have  reported 
cases  involving  $5  and  $10  claims  for  which  the  cost  of  holding  a  fair 
hearing  has  exceeded  $100.  Approximately  45  percent  of  the  hearings 
held  since  the  beginning  of  the  program  have  involved  an  amount 
less  than  $100.  Further,  regulations  require  carriers  to  have  a  recon- 
sideration review  of  all  denied  claims.  Such  review  involves  different 
claims  personnel  than  those  who  acted  on  the  original  claim  and 
should  be  sufficient  protection  in  small  claims  cases. 

The  committee's  bill  would  require  that  a  minimum  amount  of  $100 
be  at  issue  before  an  enroHee  in  the  supplementary  medical  insurance 
proa^ram  will  be  granted  a  fair  hearing-  by  the  carrier. 

The  provision  wouM  be  effectiA-e  with  respect  to  hearings  requested 
after  the  enactment  of  the  bill. 

Collection  of  Supplementary  Medical  Insurance  Premiums 
From  Individuals  Entitled  to  Both  Social  Security  and 
Railroad  Retirement  Benefits 

(Sec.  261  of  the  bill) 

Under  present  law,  the  responsibility  for  collecting  supplementary 
medical  insurance  premiums  for  enrollees  entitled  to  both  railroad 
retirement  benefits  and  social  securitv  benefits  is  vested  in  either  the 
Social  Security  Administration  or  the  Railroad  Retirement  Board, 
depending  upon  the  circumstances  of  entitlement  at  the  time  of  enroll- 
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ment.  This  arrangement  requires  an  administrative  procedure  under 
which  persons  so  entitled  can  enroll  in  the  supplementary  medical 
insurance  program  with  either  agency.  The  result  has  been  that  some 
individuals  (because  all  the  facts  are  not  made  known  at  the  time  of 
enrollment)  are  enrolled  twice  and  have  two  different  identifying 
numbers;  others  are  enrolled  by  the  Social  Security  Administration 
and  not  enrolled  by  the  Railroad  Retirement  Board,  or  vice  versa,  and 
thus  may  have  two  medicare  cards — one  showing  entitlement  to  bene- 
fits under  part  A  only  and  the  other  showing  entitlement  to  benefits 
under  both  parts  A  and  B.  Such  discrepancies,  even  though  ultimately 
corrected,  are  a  source  of  confusion  to  beneficiaries  and  a  cause  of 
unnecessary  administrative  expense. 

Also,  the  processing  of  medical  insurance  claims  is  established  so  as 
to  require  that  all  claims  submitted  by  or  on  behalf  of  railroad  bene- 
ficiaries be  handled  by  a  single  carrier,  presently  the  Travelers  Insur- 
ance Company.  Because  the  account  numbers  assigned  to  railroad 
beneficiaries  who  enroll  with  the  Social  Security  Administration  are 
not  identified  as  applying  to  railroad  beneficiaries  (because  the  bene- 
ficiary does  not  make  this  known),  many  railroad  beneficiary  claims 
are  submitted  to  other  carriers  and  require  rerouting  to  Travelers  In- 
surance Company.  This  is  expensive  and  a  cause  of  delay  in  making 
payments. 

The  committee  agrees  with  the  provision  in  the  House  bill  which 
provides  that  the  Railroad  Retirement  Board  shall  be  responsible 
for  collection  of  supplementary  medical  insurance  premiums  for  all 
enrollees  who  are  entitled  under  that  program.  This  change  will  elimi- 
nate the  confusion,  payment  delay,  and  administrative  expense 
deriving  from  the  related  provisions  of  present  law. 

This  provision  would  be  effective  for  premiums  becoming  due  and 
payable  after  June  30,  1971. 

2.  PROVISIONS  OF  THE  HOUSE  BILL  WHICH  WERE  SUBSTANTIALLY 
MODIFIED  BY  THE  COMMITTEE 

Limitation  on  Federal  Participation  for  Capital  Expenditures 

(Sec.  221  of  the  bill) 

Under  title  XVIII  depreciation  on  buildings  and  equipment,  and 
interest  on  loans  used  to  acquire  them,  are  reimbursable  as  part  of  the 
cost  of  providing  services  to  medicare  beneficiaries.  Such  reimburse- 
ment is  paid  without  regard  to  whether  the  items  were  constructed  or 
purchased  in  conformity  with  any  type  of  health  facility  planning  re- 
quirement. Similarly,  reimbursement  on  a  cost  basis  for  inpatient 
hospital  services  provided  under  titles  V  (maternal  and  child  health) 
and  XIX  (medicaid)  of  the  Social  Security  Act  includes  a  recognition 
of  certain  capital  costs  without  regard  to  conformance  to  planning 
requirements. 

There  are  few  aspects  of  the  health  care  system  in  the  United  States 
which  have  been  so  thoroughly  explored  as  the  need  for  comprehensive 
areawide  planning  for  the  development  and  utilization  of  all  types  of 
health  care  facilities.  But  the  acceptance  of  the  purposes  of  State  and 
areawide  health  facility  planning  has  not  always  been  matched  by  pur- 
poseful appUcation  of  the  incentives  required  to  achieve  the  end  result 
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of  such  planning.  Thus,  while  a  significant  amount  of  Federal  money 
is  currently  being  expended  under  the  comprehensive  health  planning 
provisions  of  the  Public  Health  Service  Act  in  the  interest  of  further- 
ing health  facility  planning  at  the  State  and  local  levels,  Federal  funds 
are  being  expended  for  health  services  provided  under  medicare,  medic- 
aid, and  the  maternal  and  child  health  programs  without  regard  to 
whether  the  facilities  providing  the  services  are  cooperating  in  such 
health  facihty  planning.  The  committee  believes  that  the  connection 
between  sound  health  facility  planning  and  the  prudent  use  of  capital 
funds  must  be  recognized  if  any  significant  gains  in  controlling  health 
costs  are  to  be  made.  Thus,  the  committee  believes  it  is  necessary  to 
assure  that  medicare,  medicaid,  and  the  maternal  and  child  health 
programs  are  consistent  with  State  and  local  health  facility  planning 
efforts,  in  order  to  avoid  paying  higher  costs  unnecessarily  in  the  future 
where  these  costs  result  from  duplication  or  irrational  growth  of  health 
care  facilities. 

At  present,  efforts  are  being  made  on  the  Federal,  State,  and  local 
levels  to  assure  that  the  need  for  the  expansion  and  modernization  of 
health  facilities  is  evaluated,  coordinated,  and  planned  on  a  rational 
and  controlled  basis.  At  the  Federal  level,  comprehensive  health  plan- 
ning legislation  provides  for  Federal  grants  for  the  establishment  and 
funding  of  areawide  and  comprehensive  State  health  care  planning 
agencies.  Currently,  all  50  States,  the  District  of  Columbia,  and  five 
territories  have  State  comprehensive  health  care  planning  agencies. 
On  the  areawide  level,  127  planning  agencies  are  receiving  Federal 
grants:  36  of  such  agencies  are  operational.  It  is  estimated  that  140 
areawide  planning  agencies  will  be  receiving  grants  by  the  end  of 
fiscal  1971  and  that  more  than  70  of  such  agencies  will  be  operational. 

To  avoid  the  use  of  Federal  funds  to  support  unjustified  capital 
expenditures  and  to  support  health  facility  and  health  services  plan- 
ning activities  in  the  various  States,  the  Committee  on  Finance  ap- 
proves, with  changes  concerning  the  inclusion  of  health  maintenance 
organizations  and  appeals  procedures,  the  House  provision  which 
would  authorize  the  Secretary  of  Health,  Education,  and  Welfare 
to  withhold  or  reduce  reimbursement  amounts  to  providers  of  serv- 
ices under  title  XVIII  and  health  maintenance  organizations  for  depre- 
ciation, interest,  and,  in  the  case  of  proprietary  providers,  a  return  on 
equity  capital,  related  to  certain  capital  expenditures  that  are  deter- 
mined to  be  inconsistent  with  State  or  local  health  facility  plans. 
(Similar  authority  would  be  provided  with  respect  to  the  Federal  share 
of  payment  for  inpatient  hospital  care  under  titles  V  and  XIX.)  Capital 
expenditures  for  the  purposes  of  this  provision  include  expenditures 
(1)  for  plant  and  equipment  in  excess  of  $100,000;  (2)  which  change 
the  bed  capacity  of  the  institution;  or  (3)  which  substantially  change 
the  services  provided  by  the  institution.  The  Secretary  would  take 
such  action  on  the  basis  of  findings  and  recommendations  submitted 
to  him  by  various  qualified  planning  agencies.  If  he  determines, 
however,  after  consultation  with  an  appropriate  national  advisory 
council,  that  a  disallowance  of  capital  expenses  would  be  inconsistent 
with  effective  organization  and  delivery  of  health  services  or  effective 
administration  of  titles  V,  XVIII,  or  XIX,  he  would  be  authorized  to 
allow  such  expenses. 
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The  Secretary  would  be  authorized  to  enter  into  agreements  with 
the  States  under  which  designated  planning  agencies  would  submit 
their  findings  and  recommendations  (along  with  those  of  other  qual- 
fied  planning  agencies)  with  respect  to  proposed  capital  expendi- 
tures that  are  inconsistent  with  the  plans  developed  by  such  agencies. 
(All  such  health  facility  and  health  services  planning  agencies  must 
have  governing  bodies  or  advisory  bodies  at  least  half  of  whose  mem- 
bers represent  consumer  interests.)  The  committee  has  modified  the 
House  provision  so  that  an  adverse  decision  by  a  State  planning 
agency  may  be  appealed  to  an  appropriate  agency  or  individual  at 
the  State  level.  The  Secretary  would  be  authorized  to  pay  from  the 
Federal  Hospital  Insurance  Trust  Fund  the  reasonable  costs  incurred 
by  the  planning  agencies  in  preparing  and  forwarding  findings  and 
recommendations.  The  bill  would  in  no  way  change  the  autonomy  or 
authority  of  existing  State  or  local  planning  agencies,  or  the  relation- 
ships between  such  agencies,  either  within  States  or  across  State  lines. 

It  is  not  intended  that  any  new  planning  agencies  be  established 
where  existing  State  and  local  agencies  are  available  and  capable  of 
assuming  necessary  responsibility.  The  statewide  agency  may  make 
use  of  local  agencies  to  assist  it.  Existing  local  planning  agencies 
should  be  utilized,  however,  only  to  the  extent  that  they  are  broadly 
representative  of  health  care  interests  in  the  community.  The  Secre- 
tary should  assure  himself  that  a  local  planning  agency  selected  to 
make  such  recommendations  to  the  statewide  agency  is  broadly  rep- 
resentative of  the  interests  of  various  types  of  health  care  and  services 
and  that  no  single  type  of  facility  or  service  would  control  the  plan- 
ning and  approval  mechanism.  Additionally,  such  local  agencies  should 
employ  or  regularly  utilize  the  services  of  personnel  knowledgeable 
in  health  care  planning.  It  is  expected  that  decisions  to  approve  cap- 
ital expenditures  would  be  made  only  after  thorough  consideration 
has  been  given  to  alternative  health  care  resources  already  available 
in  the  area  or  approved  in  a  given  community  or  medical  service  area, 
including  outpatient  and  other  alternative  sources  of  care  which  may 
lead  to  reduced  needs  for  inpatient  beds.  The  statewide  agency  with 
overall  responsibility  should,  wherever  possible,  be  the  Comprehensive 
Health  Planning  Agency. 

These  limitations  would  be  effective  with  respect  to  obligations  for 
capital  expenditures  incurred  after  June  30,  1971,  or  earlier,  if  re- 
quested by  the  State. 

Report  on  Plan  for  Prospective  Reimbursement;  Experiments 
AND  Demonstration  Projects  To  Develop  Incentives  for 
Economy  in  the  Provision  of  Health  Services 

(Sec.  222  of  the  bill) 

Under  present  law,  institutional  providers  furnishing  covered 
services  to  medicare  beneficiaries  are  paid  on  the  basis  of  the  rea- 
sonable cost  of  such  services.  Payment  on  this  basis,  with  retro- 
active corrective  adjustments,  is  consistent  with  the  long  history  of 
public  and  private  third  party  agency  reimbursement  for  institutional 
health  care  on  a  cost  basis.  However,  as  experience  under  the  medicare, 
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medicaid,  maternal  and  child  health,  and  other  third  party  programs 
has  clearh'  demonstrated  there  is  little  incentive  in  cost  reimbursement 
as  presently  employed  to  contain  costs  or  to  produce  the  services  in 
the  most  efficient  and  effective  manner. 

The  committee  believes  that  payment  determined  on  a  prospective 
basis  offers  the  promise  of  encouraging  institutional  policymakers  and 
managers,  through  positive  financial  incentives,  as  well  as  the  risk 
of  possible  loss  inherent  in  that  method,  to  plan,  innovate  and  gen- 
erally to  manage  effectively  in  order  to  achieve  greater  financial  reward 
for  the  provider  as  well  as  a  lower  total  cost  to  the  programs  involved. 
Prospective  reimbursement  differs  from  the  present  method  of  reim- 
bursement in  that  a  rate  of  payment  is  set  in  advance  of  the  period 
over  which  the  rate  is  to  apply.  The  theory  is  that  once  the  rate  is  set  a 
provider  will  institute  cost  saving  measures  which  will  maximize  the 
difference  between  its  actual  costs  and  the  higher  prospective  rate. 
This  difference  could  be  expressed  as  the  '^profit."  Of  course,  if  the 
provider's  costs  turned  out  to  be  higher  than  the  prospective  rate, 
there  would  be  a  loss.  Theoretically,  this  approach  to  reimbursement 
introduces  incentives  not  present  under  the  existing  reimbursement 
method  which,  since  it  tends  to  pay  whatever  the  costs  turn  out  to  be, 
provides  no  incentives  for  efficiency. 

However,  the  committee  is  well  aware  that  in  considering  such  a 
fundamental  change  in  the  present  reimbursement  method,  possible 
disadvantages  as  well  as  the  potential  advantages  must  be  taken  into 
account.  While  it  is  clear,  for  example,  that  prospective  rate  setting 
will  provide  incentives  for  health  care  institutions  to  keep  costs  at  a 
level  no  higher  than  the  rates  set,  it  is  not  clear  that  the  rates  set  would 
result  in  government  reimbursement  at  levels  lower  than,  or  even  as 
low  as,  that  which  would  result  under  the  present  retroactive  cost  find- 
ing approach.  Providers  could  be  expected  to  press  for  a  rate  that 
would  cover  all  the  costs,  including  research  costs  and  bad  debts,  as 
well  as  margins  of  safety  in  the  prospective  rates  that  might  result  in 
reimbursement — if  their  requests  were  met — in  excess  of  the  costs  that 
would  have  been  reimbursed  under  the  present  approach.  Moreover, 
any  excess  of  reimbursement  over  costs  to  voluntary  providers  would 
probably  be  used  to  expand  services,  and  the  new  level  of  expenditures 
might  be  reflected  in  setting  higher  prospective  rates  for  future  years. 

Also  to  be  considered  is  the  fact  that  under  prospective  reimburse- 
ment it  will  be  necessary  to  take  steps  to  assure  that  providers  do  not 
cut  back  on  services  necessary  to  quality  care  in  order  to  keep  actual 
costs  down  and  thus  increase  the  difference  between  costs  and  the  pro- 
spective rate  established.  The  development  of  adequate  and  widely- 
agreed-upon  measures  of  quality  of  care  will  clearly  be  needed  to 
provide  that  assurance  and  should  be  immediately  developed  by  the 
Department. 

In  view  of  the  far-ranging  implications  of  such  a  change  in  the 
approach  to  reimbursement,  the  Committee  on  Finance  agrees  with 
the  House  bill  which  provides  for  a  period  of  experimentation  under 
titles  XVni,  XIX  and  V  with  various  alternative  methods  and 
techniques  of  prospective  reimbursement.  It  is  the  intent  of  the  com- 
mittee that  experimentation  be  conducted  with  a  view  to  developing 
and  evaluating  methods  and  techniques  that  will  stimulate  providers 
through  positive  financial  incentives  to  use  their  facilities  and  personnel 
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more  efficiently,  thereby  reducing  theii'  own  as  well  as  program  costs 
while  maintaining  or  enhancing  the  quality  of  the  health  care  provided. 

The  experiments  and  demonstration  projects  directed  to  be  carried 
out  under  this  provision  are  to  be  of  sufficient  scope  and  on  a  wide 
enough  scale  to  give  assurance  that  the  results  would  obtain  generally 
(but  not  so  large  or  comprehensive  as  to  commit  the  programs  to 
any  prospective  payment  system  either  locally  or  nationally).  No 
experiment  or  demonstration  project  is  to  be  undertaken  by  the 
Secretary  until  he  consults  with  and  takes  into  consideration  the  advice 
and  recommendations  of  recognized  specialists  in  the  health  care  field 
who  are  qualified  and  competent  to  evaluate  the  feasibility  of  any  given 
experiment  or  demonstration  project. 

Under  the  committee's  bill,  the  Secretary  would  be  required  to  sub- 
mit to  the  Congress  no  later  than  January  1,  1973,  a  full  report  of  the 
results  of  the  experiments  and  demonstration  projects,  as  well  as  an 
evaluation  of  the  experience  of  other  programs  with  respect  to  prospec- 
tive reimbursement.  The  report  is  to  include  detailed  recommendations 
with  respect  to  the  specific  methods  that  might  be  used  in  the  full 
implementation  of  a  prospective  reimbursement  system. 

Although  recognizing  the  promise  and  potential  offered  by  prospec- 
tive reimbursement  the  committee  does  not  wish  to  preclude  experi- 
mentation with  other  forms  of  reimbursement.  The  committee  believes 
that  a  solid  foundation  of  experience  is  required  with  all  possible 
alternative  forms  of  reimbursement  before  permanent  changes  can 
be  made.  The  bill  therefore  includes  authorization  for  the  Secretary 
of  Health,  Education,  and  Welfare  to  engage  in  experiments  and 
demonstration  projects  involving  negotiated  rates,  the  use  of  rates 
established  by  a  State  for  administration  of  one  or  more  of  its  laws 
for  payment  or  reimbursement  to  health  facilities  located  in  such 
State,  and  alternative  methods  of  reimbursement  with  respect  to  the 
services  of  residents,  interns,  and  supervisory  physicians  in  teaching 
settingc.  Authority  is  also  provided  to  make  payments,  on  an  ex- 
perimental or  demonstration  project  basis,  to  organizations  and  in- 
stitutions for  services  which  are  not  currently  covered  under  titles  V, 
XVIII,  XIX,  and  which  are  incidental  to  services  covered  under  the 
programs,  if  the  inclusion  of  the  additional  services  would  offer  the 
promise  of  program  savings  without  any  loss  in  the  quality  of  care. 

The  committee  has  modified  the  House  provision  so  as  to  make 
clear  that  this  authority  with  respect  to  experiments  and  demonstra- 
tions also  encompass  community  mental  health  centers  and,  as  dis- 
cussed below,  certain  ambulatory  health  care  facilities. 

It  is  intended  that  benefit  costs  and  administrative  costs  incurred 
under  this  section  would  be  paid  out  of  the  Federal  Hospital  Insurance 
Trust  Fund  and  the  Federal  Supplementary  Medical  Insurance  Trust 
Fund  in  reasonable  proportion  to  the  participation  of  medicare  in  the 
project.  Medicaid  and  private  funds  would  also  be  used  proportion- 
ately when  medicaid  and  private  programs  participate  in  the  project. 

The  Secretary  is  to  submit  to  the  Committee  on  Ways  and  Means 
and  the  Committee  on  Finance  plans  for  each  experiment  or  project, 
authorized  under  these  provisions,  a  description,  in  detail,  of  its 
nature,  methodology,  and  objectives.  The  intent  is  that  there  be  an 
opportunity  for  congressional  study  before  the  experiment  or  project 
is  put  into  operation. 
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Recently,  a  new  type  of  health  care  facility — the  ambulatory  surgi- 
cal center — has  come  into  existence.  This  type  of  facility  is  operated 
independently  of  a  hospital  and  is  primarily  engaged  in  performing 
on  an  outpatient  basis  surgical  procedures  which  usually  involve 
the  use  of  general  anesthesia. 

Under  the  medicare  law,  reimbursement  for  services  provided  in 
ambulatory  surgical  centers  is  limited  to  the  reasonable  charges  for 
ph^'sicians'  services.  No  reimbureement  is  made  for  costs  attached 
to  the  facilit}^  itself — that  is,  cost  of  the  operating  room,  the  re- 
covery room,  or  other  space  provided.  The  committee  believes  that 
such  facilities  may  meet  a  useful  need,  in  economical  fashion,  in  the 
health  care  delivery  system.  However,  the  committee  believes  that  it 
is  advisable  to  defer  consideration  of  this  type  of  facility  as  provider 
of  services  under  medicare  until  the  concept  of  an  ambulatory  surgi- 
cal center  can  be  further  evaluated.  At  present  there  is  a  lack  of  agree- 
ment among  professional  people  as  to  the  feasibility  and  desirability 
of  these  centers. 

The  committee  added  to  the  House  bill  a  provision  which  would 
authorize  the  Secretary  to  conduct  a  study  of  the  various  types  of  fa- 
cilities engaged  in  providing  surgical  or  other  services  to  ambulatory 
patients.  If,  as  a  result  of  this  study,  the  Secretary  finds  that  coverage 
of  presently  noncovered  services  provided  by  one  or  more  types  of 
ambulatory  surgical  or  health  care  centers  offer  promise  of  im- 
proved care  or  more  efficient  delivery  of  care  and  would  not  result  in 
cost  to  the  program  in  excess  of  what  would  otherwise  be  incurred  for 
s\\ch  services,  he  would  be  authorized  to  enter  into  an  arranofement 
with  one  or  more  of  such  facilities  to  conduct  a  demonstration  project 
to  determine  the  best  method  of  reimbursing  such  facilities  under 
medicare. 

These  provisions  will  be  effective  upon  enactment  of  the  bill. 

Limitations  on  Covekage  or  Costs  Under  the  Medicare  Program 

(Sec.  223  of  the  biU) 

The  committee  is  mindful  of  the  fact  that  costs  can  and  do  vary 
from  one  institution  to  another  as  a  result  of  differences  in  size,  in  the 
nature  and  scope  of  services  provided,  type  of  patient  treated,  the 
location  of  the  institution  and  various  other  factors  affecting  the  effi- 
cient delivery  of  needed  health  ser^aces.  The  committee  is  also  aware, 
however,  that  costs  can  vary  from  one  institution  to  another  as  a  result 
of  variations  in  efficiency  of  operation,  or  the  pro^asion  of  amenities  in 
plush  surroundings.  The  committee  believes  that  it  is  undeshable 
from  the  standpoint  of  those  who  support  Government  mechanisms 
for  financing  health  care  to  reimburse  health  care  institutions  for 
costs  that  flow  from  gross  inefficiency  in  operation  or  conditions  of 
excessive  service. 

To  the  extent  that  differences  in  provider  costs  can  be  expected  to 
result  from  such  factors  as  the  size  of  the  institution,  patient  mix, 
scope  of  services  offered  or  other  economic  factors,  wide,  but  not  un- 
limited recog^nition  should  be  given  to  the  variations  in  costs  accepted 
as  reasonable.  However,  data  frequently  reveals  wide  variations  in 
costs  among  institutions  that  can  only  be  attributable  to  those 
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elements  of  cost  that  would  ordinarily  not  be  expected  to  varv 
substantially  from  one  institution  to  another. 

In  commenting  on  the  wide  variations  in  per  diem  direct  expenses 
for  hospitals  in  New  York  City,  J.  Douglas  Colman,  president  of  the 
Associated  Hospital  Service  of  New  York,  noted  in  a  paper  prepared 
in  connection  with  the  National  Conference  on  Medical  Costs  held  on 
June  27-28,  1967;  that: 

Some  of  the  variations  can  be  explained  by  varying  charac- 
teristics of  the  patient  census,  by  location,  by  scope  of  serv- 
ices offered,  or  by  variations  in  the  efficiency  of  physical 
plant.  But  none  of  these,  nor  any  combination  of  them, 
satisfactorily  account  for  the  range  of  variation  shown.  For 
example,  the  range  for  voluntary  teaching  hospitals  in  New 
York  City  alone  is  from  38  percent  above  to  20  percent  below 
the  median  per  diem  cost  for  this  group  of  hospitals.  One 
must  conclude  that  at  least  a  part  of  this  variation  reflects 
variations  in  efficiency. 

The  data  being  cited  by  Mr.  Colman  indicated  that  direct  costs  of 
''hotel"  services  (food  and  room  costs)  in  hospitals  in  New  York  City 
varied  from  $17  to  $32  per  patient  day  Avith  a  median  of  $23,  but  three 
hospitals  were  at  the  level  of  $30  or  more,  more  than  25  percent  above 
the  median.  Nursing  service  costs  varied  from  $11  to  $20  per  patient 
day  with  a  median  of  $12  and  the  hospital  with  the  highest  nursing 
costs  had  nursing  costs  almost  $3  per  day  above  the  hospital  with  the 
next  highest  nursing  costs. 

Where  the  high  costs  do  in  fact  flow  from  the  provision  of  services 
in  excess  of  or  more  expensive  than  generally  considered  necessary  to 
the  efficient  provision  of  appropriate  patient  care,  patients  may  never- 
theless desire  such  services.  It  is  not  the  committee's  view  that  if  pa- 
tients desire  unusually  expensive  service  they  should  be  denied  the 
service.  However,  it  is  unreasonable  for  medicare  or  medicaid  (which 
are  financed  by  almost  all  people  in  the  country  rather  than  the  patient 
or  community  that  wants  the  expensive  services)  to  pay  for  it. 

Similarly,  when  the  high  costs  flow  from  gross  inefficiency  in  the  de- 
livery of  needed  health  care  services  the  institution  should  not  be 
shielded  from  the  economic  consequences  of  its  inefficiency.  (The  com- 
mittee modified  the  House  provision  so  as  to  apply  a  test  of  ''gross" 
inefficiency  rather  than  inefficiency.)  Health  care  institutions,  like 
other  entities  in  our  economy,  should  be  encouraged  to  perform 
efficiently,  and  when  they  fail  to  do  so  should  expect  to  suffer  the 
financial  consequences.  Unfortunately,  a  reimbursement  mechanism 
that  responds  to  whatever  costs  a  particular  institution  incurs  presents 
obstacles  to  the  achievement  of  these  objectives.  It  is  believed  that  they 
can  only  be  accomplished  by  reimbursement  mechanisms  that  limit 
reimbursement  to  the  costs  that  would  be  incurred  by  a  reasonably 
prudent  and  cost-conscious  management. 

Present  law  provides  authority  to  disallow  incurred  costs  that  are 
not  reasonable.  However,  there  are  a  number  of  problems  that  inhibit 
effective  exercise  of  this  authority.  The  disallowance  of  costs  that  are 
substantially  out  of  line  with  those  of  comparable  providers  after  such 
costs  have  been  incurred  creates  financial  uncertainty  for  the  provider, 
since,  as  the  system  now  operates,  the  provider  has  no  way  of  knowing 
until  sometime  after  it  incurs  expenses  whether  or  not  they  will  be  in 
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line  with  expenses  incurred  by  comparable  providers  in  the  same 
period.  Furthermore,  present  law  generally  limits  exercise  of  the  author- 
ity to  disallow  costs  to  instances  that  can  be  specifically  proved  on  a 
case-by-case  basis.  Clear  demonstration  of  the  specific  reason  that  a 
cost  is  high  is  generally  very  difficult.  And,  since  a  provider  cannot 
charge  a  beneficiary  more  than  the  program's  deductible  and  coinsur- 
ance amounts  for  covered  services,  exercise  of  either  type  of  authority 
can  leave  the  provider  without  reimbursement  for  some  costs  of  items 
or  services  it  has  already  incurred  for  patients  treated  some  time  ago. 
Under  these  circumstances  the  provider  would  have  to  obtain  funds 
from  some  other  source  to  make  up  for  its  deficit. 

The  committee  approves  the  House  provision  which  would  give 
the  Secretary  new  authority  to  set  limits  on  costs  recognized  for 
certain  classes  of  providers  in  various  service  areas.  This  new  au- 
thority differs  from  existing  authority  in  several  ways  and  meets  the 
particular  problems  identified  above.  First,  it  would  be  exercised  on 
a  prospective,  rather  than  retrospective,  basis  so  that  the  provider 
would  know  in  advance  the  limits  to  Government  recognition  of  in- 
curred costs  and  have  the  opportunity  to  act  to  avoid  having  costs 
that  are  not  reimbursable.  Second,  the  evaluation  of  the  costs  neces- 
sary in  delivering  covered  services  to  beneficiaries  would  be  exercised 
on  a  class  and  a  presumptive  basis — relatively  high  costs  that  cannot 
be  justified  by  the  provider  as  reasonable  for  the  results  obtained 
would  not  be  reimbursable — so  that  implementation  of  the  proposed 
authorit}^  would  appear  more  feasible  than  present  authority.  Third, 
since  the  limits  would  be  defined  in  advance,  provision  would  be  made 
for  a  provider  to  charge  the  beneficiary  for  the  costs  of  items  or 
services  in  excess  of  or  more  expensive  than  those  that  are  determined 
to  be  necessary  in  the  efficient  delivery  of  needed  health  services. 
Public  notice  would  be  provided  where  such  charges  are  imposed  by 
the  institution  and  the  beneficiary  would  be  specifically  advised  of  the 
nature  and  amount  of  such  charges  prior  to  admission  so  that  there 
is  opportunity  for  the  public,  doctors,  and  their  medicare  patients  to 
know  what  additional  payment  would  have  to  be  made. 

The  committee  is  aware  of  the  magnitude  of  the  task  this  proposal 
will  impose  on  the  Social  Security  Administration  and  on  the  other 
components  of  the  Department  of  Health,  Education,  and  Welfare  that 
will  be  involved  in  implementing  the  authority  it  grants.  DiflBculties 
raay  be  encountered  as  a  result  of  deficiencies  in  the  adequacy  and 
timeliness  of  cost  data  and  as  a  result  of  limitations  in  current  meth- 
odology for  comparing  costs  of  health  care  institutions,  measuring 
health  care  output  and  estimating  the  costs  necessary  to  the  efficient 
delivery  of  health  care.  On  the  other  hand,  the  committee  does  not 
believe  that  the  Congress  should  delay  in  enacting  provisions  con- 
trolling escalation  of  hospital  and  other  health  care  costs  until  perfect 
methods  of  collecting  and  evaluating  cost  data  are  attained.  What  is 
intended  by  the  committee's  proposal  is  that  limits  on  recognition  of 
costs  as  reasonable  under  medicare,  medicaid,  and  the  child  health 
programs  be  put  into  effect  to  the  extent  presently  feasible  and  that 
these  limits  be  refined  and  extended  over  time  as  developing  cost  data 
and  mcthodolog}^  permits. 

The  committee  recognizes  that  the  initial  ceilings  imposed  will  of 
necessity  be  imprecise  in  defining  the  actual  cost  of  eflSciently  deliver- 
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ing  needed  health  care.  Further,  the  committee  recognizes  that  these 
provisions  will  apply  to  a  relatively  small  number  of  institutions. 
The  data  that  is  available  for  this  purpose  will  often  be  less  than 
perfectly  reliable — for  example,  it  may  be  necessary  to  use  unaudited 
cost  reports  or  survey  or  sampling  techniques  in  estimating  the  costs 
necessary  to  the  efficient  delivery  of  care.  Under  medicare's  adminis- 
trative system,  however,  cost  reports  prepared  by  the  providers  are 
now  being  submitted  more  promptly  after  the  close  of  the  accounting 
period  and  should  be  available  for  analysis  in  the  next  year  and  for 
the  establishment  of  limits  in  the  second  following  year.  Also,  the 
precision  of  the  limits  determined  from  these  data  will  vary  with  the 
degree  to  which  excessive  costs  can  be  distinguished  from  the  provision 
of  higher  quality  or  intensity  of  care. 

For  costs  that  would  not  generally  be  expected  to  vary  with  essential 
quality  ingredients  and  intensity  of  medical  care — for  example,  the 
costs  of  the  '^hotel"  services  (food  and  room  costs)  provided  by  hos- 
pitals— the  Secretary  might  set  limits  sufficiently  above  the  average 
costs  per  patient  day  previously  experienced  by  a  class  of  hospitals 
to  make  allowance  for  differing  circumstances  and  short-term  economic 
fluctuations.  Hotel  services  may  be  easiest  to  establish  limits  for  and  be 
among  the  first  for  which  work  can  be  completed.  Attention  might  be 
given  as  well  to  laundry  costs,  medical  record  costs,  and  administration 
costs  within  the  reasonably  near  future. 

Setting  limits  on  overall  costs  per  patient  day  and  specific  costs  that 
vary  with  the  quality  and  intensity  of  care  would  be  more  difficult, 
but  the  Secretary  might  be  able  to  set  reasonable  limits  sufficiently 
above  average  costs  per  patient  day  previously  experienced,  by  a  class 
of  institutions  so  that  only  cases  with  extraordinary  expenses  would 
be  subject  to  any  limits.  In  addition,  special  limits  could  be.  estab- 
lished on  cost  elements  found  subject  to  abuse.  For  example,  the 
Secretary  might  establish  limits  on  the  level  of  standby  costs  that 
would  be  recognized  as  reasonable  under  the  program  to  prevent  Gov- 
ernment programs  from  picking  up  the  cost  of  excessive  amounts  of 
idle  capacity — particularly  relatively  high  personnel  costs  in  relation 
to  patient  loads  where  occupancy  rates  are  low — in  reimbursing  for 
services  to  covered  patients. 

Providers  would,  of  course,  have  the  right  to  obtain  reconsideration 
of  the  classification  for  purposes  of  cost  limits  applied  to  them  and  to 
obtain  relief  from  the  effect  of  the  cost  limits  on  the  basis  of  evidence 
of  the  need  for  such  an  exception. 

Providers  will  be  permitted  to  collect  costs  in  excess  of  the  medicare 
ceilings  from  the  beneficiary  (except  in  the  case  of  admission  by  a 
physician  who  has  a  direct  or  indirect  financial  interest  in  a  facility) 
where  these  costs  flow  from  items  or  services  in  excess  of  or  more  ex- 
pensive than  those  necessary  for  the  effective  delivery  of  needed  serv- 
ices, provided  all  patients  are  so  charged  and  the  beneficiary  is  in- 
formed of  his  liability  in  advance.  Information  on  additional  charges 
assessed  would  also  be  made  available  generally  in  the  community. 

The  determination  of  the  cost  of  the  excess  items  or  services  for 
which  the  beneficiary  may  be  charged  will  be  determined  on  the  basis 
of  costs  previously  experienced  by  the  provider.  For  example,  if  costs 
for  food  services  experienced  in  1969  among  a  group  of  hospitals  in  an 
area  ranged  from  $4  to  $9  a  day  with  a  median  cost  of  $5  a  day  and 
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the  limit  for  food  services  set  by  the  Secretary  for  1971  was  $7.20 
a  day,  the  hospital  previously  experiencing  costs  of  $9  a  day  could 
charge  patients  $1.80  a  day  for  food  services.  However,  should  total 
reimbursement  for  covered  services  from  the  program  plus  charges 
billed  for  such  services  exceed  actual  costs  in  any  year,  the  excess  will 
be  deducted  from  payments  to  the  provider.  Thus,  the  provider  would 
not  profit  from  charges  to  beneficiaries  based  on  excess  costs  in  the 
prior  year. 

In  addition  it  should  be  noted  that  the  fact  that  a  provider's  costs 
are  below  the  ceilings  established  under  this  provision  will  not  exempt 
it  from  application  of  the  ceiling  of  customary  charges  where  such 
charges  are  less  than  cost  under  another  provision  in  the  committee 
bill. 

These  provisions  would  be  effective  with  respect  to  accounting  peri- 
ods beginning  after  June  30,  1971. 

Limitations  on  Federal  Medicaid  Matching 

(Sec.  225  of  the  bill) 

The  committee  is  concerned  over  the  fact  that  there  exists  in 
many  areas  of  the  country  a  substantial  degree  of  overutilization 
of  institutional  care.  This  has  been  repeatedly  demonstrated  by  inves- 
tigations of  the  General  Accounting  Office  and  in  HEW  Audit  Agency 
reports.  Additionally,  many  States  have  not  properly  complied  with 
utilization  review  and  independent  medical  audit  requirements. 

While  Federal  dollars  should  be  used  to  match  State  medicaid 
dollars  for  the  coverage  of  necessary  institutional  services  under  title 
XIX,  those  Federal  dollars  should  not  be  used  to  pay  for  unnecessary 
or  inappropriate  institutional  services. 

The  House  of  Representatives  shared  this  concern.  In  order  to  dis- 
courage and  prevent  overutilization,  the  House  bill  provided  for  a 
one-third  cutback  in  Federal  matching  for  patient  stays  which  exceed 
(a)  60  days  in  a  general  or  TB  hospital;  (6)  90  days  in  a  skilled  nursing 
home;  and  (c)  90  days  in  a  mental  hospital.  In  addition,  there  would  be 
no  Federal  matching  after  an  additional  275  days  of  care  in  a  mental 
hospital  during  an  individual's  lifetime. 

Despite  general  agreement  with  the  objectives  of  the  House  bill 
the  committee  believes  that  the  approach  of  the  House  bill  is  inade- 
quate because  it  fails  to  differentiate  between  those  States  which  are 
adequately  controlling  utilization  and  those  which  are  not;  thereby 
unjustifiably  penalizing  some  States. 

Therefore,  the  committee  substituted  for  the  House  provision  an 
amendment  which  would  authorize  the  Secretary  to  reduce  the  Federal 
matching  percentage  on  a  selective  basis  Avith  respect  to  those  States 
Avhere  he  finds  overutilization,  inadequate  independent  medical  and 
professional  audits,  inadequate  utilization  review  procedures  or  other 
inappropriate  use  of  facilities  (including  intermediate  care)  or  services. 
To  facilitate  arrangements  for  necessary  independent  professional 
and  medical  audits,  the  committee  in  another  amendment  authorizes 
75  percent  Federal  matching  toward  the  costs  of  professional  personnel 
involved,  including  those  under  contract.  Present  law  limits  the  75  per- 
cent matching  to  professional  personnel  costs  of  employees  of  the  State 
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agency  only.  The  committee  bill  would  provide  that  percentage  reduc- 
tions would  be  made  with  respect  to  improperly  or  inadequately 
monitored  care  or  services  and  would  be  graded  on  a  basis  reasonably 
related  to  the  estimated  extent  of  the  increased  program  costs  resulting 
as  a  consequence  of  inadequate  or  improper  controls  on  services.  In 
making  these  determinations,  the  Secretary  would  utilize  audit  reports, 
estimates,  statistical  samples  and  other  information  available  to  him. 

The  committee  believes  that  this  approach  would  differentiate 
between  those  States  which  are  adequately  controlling  utilization  and 
those  which  are  failing  to  meet  this  objective,  and  would  not  unfairly 
penalize  those  States  which  have  effectively  established  such  controls. 

The  amendment  would  be  effective  upon  enactment. 

Payment  for  Supervisory  Physicians  in  Teaching  Hospitals 

(Sec.  226  of  the  bill) 

A  major  problem  in  the  administration  of  the  medicare  program  ha 
arisen  concerning  the  payment,  under  part  B,  on  a  fee-for-service  basis 
for  the  services  of  ''supervisory"  physicians  in  teaching  hospitals. 
These  payments  are  estimated  to  involve  more  than  $100  million 
annually.  In  general,  such  payments  were  not  customary  prior  to 
medicare  and  it  was  not  intended  that  medicare  cover  noncustomary 
charges. 

The  Comptroller-General  of  the  United  States  shares  the  concern  of 
the  committee.  He  has  submitted  several  reports  to  the  committee  re- 
lating to  medicare  payments  for  teaching  physicians  which  document 
and  detail  the  dimension  of  the  problem  confronting  medicare  in  this 
area. 

Teaching  hospitals  have  a  large  number  of  ''institutional"  patients. 
The  services  to  institutional  patients  are  often  actually  provided  by 
interns  and  residents.  The  salaries  of  these  interns  and  residents  are 
recognized  in  full  under  part  A  of  medicare  as  a  hospital  cost.  Medicare 
regulations  (not  the  statute)  offered  teaching  institutions  and  teaching 
physicians  an  opportunity  to  obtain  funds  through  billing  the  in- 
stitutional patient  as  if  he  were  a  private  patient.  Medicare  may, 
when  it  also  pays  for  the  "supervisory"  physician  under  part  B,  end 
up  actually  paying  for  the  same  service  twice — first  when  it  pays  the 
salaries  of  the  interns  and  residents  who  provide  care  and  second, 
when  the  teaching  physician  submits  his  bill.  This  demand  on  part  B 
funds  results  essentially  in  millions  of  aged  people  subsidizing  medical 
education  through  their  part  B  premiums. 

H.R.  17550  as  passed  by  the  House  has  a  section  on  payment  for 
physicians'  services  in  the  teaching  setting  which  attempts  to  deal 
with  this  problem.  The  approach  in  the  House  bill  is  to  define  the 
conditions  under  which  fee  for  service  will  not  be  payable  (basically 
where  nonmedicare  patients  are  not  required  to  pay  a  charge  by  a 
teaching  physician).  Where  a  fee  for  service  is  not  payable,  the  House 
bill  provides  for  reimbursement  on  an  actual  costs  basis  under  part  B. 

The  difficulty  with  the  approach  in  the  House  bill  is  that  it  might 
tend  to  encourage  teaching  hospitals  and  teaching  physicians  to 
introduce  or  expand  the  practice  of  billing  by  teaching  physicians  of 
nonmedicare  patients  on  a  fee-for-service  basis. 
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The  Association  for  Hospital  Medical  Education  (AHME)  testified 
in  hearings  before  the  committee  that  the  services  rendered  to  ^'insti- 
tutional  patients"  have  usually  been  rendered  by  residents  and  interns 
in  training  under  the  general  super\dsion  of  full-  or  part-time  ''super- 
visory" physicians.  The  AHME  further  noted  that  there  have  been 
instances  where  the  care  rendered  by  interns  and  residents  to  institu- 
tional patients  who  are  medicare  beneficiaries  has  been  reimbursed 
under  part  A,  and  reimbursement  for  the  same  service  has  been  sought 
by  the  ''supervisory  physician  under  part  B."  The  committee  agrees 
with  their  statement  that  this  double  reimbursement  is  unequivocally 
^\Tong. 

The  recommendation  concerning  appropriate  payment  for  teaching 
services  made  by  the  Association  for  Hospital  Medical  Education 
seems  to  provide  a  sounder  basis  for  reasonable  solution  of  this  costlv 
problem  than  that  provided  under  the  House  bill. 

Accordingly  the  committee  has  approved  and  the  Department  of 
HEW  endorses  an  amendment  providing  that  reimbursement  for 
services  of  teaching  physicians  to  a  nonprivate  medicare  patient  should 
be  included  under  part  A,  on  an  actual  cost  or  "equivalent  cost"  basis. 
A  mechanism  for  computing  payment  for  services  of  supervisory 
physicians  on  the  unpaid  voluntary  medical  staff  of  a  hospital  would 
be  developed  on  a  reasonable  "salary  equivalency"  basis  of  the  average 
salary  for  all  full-time  physicians  (other  than  house  staff)  at  the 
hospital  or,  where  such  salaries  do  not  provide  a  proper  basis,  at  like 
institutions  in  the  area.  The  average  salary  equivalent,  which  Avould 
be  distilled  into  a  single  hourly  rate  covering  all  physicians  regardless 
of  specialty,  would  be  applied  to  the  actual  time  contributed  by  the 
teaching  physician  in  direct  patient  care  or  supervisory  voluntary 
service  on  a  regularly  scheduled  basis  to  nonprivate  patients.  Such 
services  would  be  billed  for  by  the  organized  medical  staff  of  the 
hospital  and  reimbursed  to  a  fund  designated  by  the  organized  med- 
ical staff. 

Medicare  would  pick  up  its  proportionate  share  of  such  costs 
on  a  basis  comparable  to  the  method  by  which  reimbursement  is 
presently  made  for  the  services  of  interns  and  residents.  The  salary- 
equivalent  allowance  would  provide  reasonable  and  not  excessive 
payments  for  such  services.  The  payment  represents  compensation  for 
contributed  medical  staff  time  which  would  othermse  have  to  be  ob- 
tained through  employed  staff  on  a  reimbursable  basis.  Such  funds 
would  in  general  be  made  available  on  an  appropriate  legal  basis  to 
the  organized  medical  staff  for  their  disposition  for  purposes  such  as 
payment  of  stipends  enhancing  the  hospital's  capacity  to  attract 
house  staff  or  to  upgrade  or  to  add  necessary  facilities  or  services,  the 
support  of  continuing  education  programs  in  the  hospital,  and  similar 
charitable  or  educational  purposes.  Contributions  to  the  hospital  made 
by  the  staff  from  such  funds  would  not  be  recognized  as  a  reimbursable 
cost  when  expended  by  the  hospital  nor  would  depreciation  expense  be 
allowed  with  respect  to  equipment  or  facilities  donated  to  the  hospital 
by  the  staff. 

There  are  also  teaching  physicians  whose  compensation  is  paid  by 
a  medical  school.  With  respect  to  reimbursement  for  their  direct 
or  supervisory  services  for  nonprivate  medicare  patients,  payments 
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should  be  made  on  the  basis  of  actual  or  salary-equivalent  costs.  The 
funds  so  received  may  be  assigned  by  such  physicians  to  an  appropriate 
fund  designated  by  the  medical  school  for  use  in  compensating  teacher 
physicians,  or  for  educational  purposes.  Where  States  elect  to  com- 
pensate for  services  of  teaching  or  supervisory  physicians  under 
medicaid,  Federal  matching  should  be  limited  to  reimbursement  not 
in  excess  of  that  allowable  under  medicare. 

Fee-for-service  would  continue  to  be  payable  for  medicare  bene- 
ficiaries who  are  bona  fide  '^private  patients."  This  would  ordinarily 
be  a  patient  who  was  seen  by  the  physician  in  his  office  prior  to 
hospital  admission;  for  whom  he  arranged  admission  to  the  hospital, 
whose  principal  physicians'  service  were  provided  by  him,  who  was 
visited  and  treated  by  him  during  his  hospital  stay;  who  would 
ordinarily  turn  to  him  for  followup  care  after  discharge  from  the 
hospital;  and  who  is  legally  obligated  to  pay  the  charges  billed, 
including  deductibles  and  coinsurance,  and  from  whom  collection  of 
such  charges  is  routinely  and  regularly  sought  by  the  physician.  Of 
course,  appropriate  safeguards  should  be  established  to  preclude 
fee-for-service  payment  on  the  basis  of  pro  forma  or  token  compliance 
with  these  private  patient  criteria. 

The  committee  recognizes,  however,  that  this  concept  of  a  private 
patient  is  not  a  complete  definition  primarily  because  it  does  not 
take  account  of  the  customary  arrangements  for  reimbursing  con- 
sultants and  specialists  who  are  not  serving  as  the  patient's  attending 
physician,  but  who  may  provide  a  service  to  the  patient  for  which 
a  fee-for-service  payment  is  appropriate  and  for  which  services  the 
patient  is  legally  obligated  and  which  he  expects  to  pay.  For  example, 
where  a  general  practitioner  refers  his  patient  to  a  surgeon  for  neces- 
sary operative  work  and  where  the  surgeon  ordinarily  charges  and 
collects  from  all  referred  patients  for  his  services.  Furthermore,  in 
some  cases  hospitals  that  normally  do  not  bill  for  physician  services 
have  special  centers,  such  as  a  center  for  severely  burned  people,  where 
patients  able  to  pay  are  regularly  admitted  and  pay  charges.  It  would 
be  intended  that  medicare  follow  the  pattern  of  the  private  patient 
in  such  centers. 

The  second  exception  to  the  cost-reimbursement  coverage  of  teach- 
ing physician  services  is  intended  to  permit  the  continuation  of  fee- 
for-service  reimbursement  for  professional  services  provided  to  medi- 
care patients  in  institutions  which  traditionally  billed  all  patients  (and 
the  majority  of  whom  paid)  on  a  fee  or  package  charge  basis  for  pro- 
fessional services.  This  exception  would  apply  if,  for  the  years  1966, 
1967,  and  each  year  thereafter  for  which  part  B  charges  are  being 
claimed :  all  of  the  institution's  patients  were  regularly  billed  for  pro- 
fessional services ;  reasonable  efforts  were  made  to  collect  these  billed 
charges  and  a  majority  of  all  patients  actually  paid  the  charges  in 
whole  or  in  part.  The  hospital  would  have  to  provide  evidence  that  it 
meets  these  tests  for  fee-for-service  reimbursement  before  the  pay- 
ments could  be  made. 

A  hospital  eligible  for  fee-for-service  reimbursement  on  the  basis  of 
the  requirement  described  in  the  above  exception  could,  if  it  chose, 
elect  to  be  reimbursed  on  a  cost  basis,  as  it  could  have  been  paid  under 
the  original  medicare  law,  if  the  election  would  be  advantageous  to  the 
program  in  that  it  might  reduce  billing  difficulties  and  costs. 
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The  committee  expects  that  in  any  borderline  or  questionable  areas 
concerning  whether  reimbursement  for  the  services  of  teaching  physi- 
cians in  a  given  institution  or  setting  should  be  on  a  costs  or  charges 
basis,  reimbursement  would  be  on  the  basis  of  costs. 

Unlike  the  House  bill,  the  committee  amendment  calls  for  the  cost- 
reimbursement  payments  for  inpatient  services  to  be  made  under  part 
A  of  the  program  w^herever  the  patient  is  eligible  under  part  A.  To 
assure  equitable  payment  and  no  loss  to  the  hospital  on  services  to 
medicare  patients  where  the  cost  reimbursement  approach  is  applicable, 
cost-reimbursement  payments  would  be  made  under  part  B  where  a 
part  B  enrollee  is  not  insured  under  part  A  or  where  an  insured  inpa- 
tient has  exhausted  his  part  A  hospitalization  coverage. 

An  important  effect  of  these  various  coverage  and  co-pay  provisions 
wovild  be  that,  where  the  cost-reimbursement  approach  is  applicable, 
reimbursement  for  the  physician's  teaching  activities  and  his  related 
patient  care  activities  would  always  be  provided  under  the  same  pro- 
visions of  the  law.  This  would  greatly  simplify  the  administration  of 
the  program  by  making  it  unnecessary  to  distinguish,  as  required  by 
present  law,  between  a  physician's  teaching  activities  and  patient  care 
activities  in  submitting  and  paying  bills.  While  the  House  bill  would 
also  simplify  administration,  it  would  still  be  necessary  under  that  bill 
to  make  such  a  distinction  for  purposes  of  determining  the  respective 
liabilities  of  the  part  A  and  part  B  trust  funds. 

The  committee  also  provides  that  the  law  be  amended  so  that  a 
hospital  could  include  the  actual  reasonable  costs  which  an  affiliated 
medical  school  incurs  in  paying  physicians  to  provide  patient  care 
services  to  medicare  patients  in  the  hospital.  The  bill  would  also 
permit  including  in  a  hospital's  reimbursable  costs  the  reasonable 
cost  to  a  medical  school  of  providing  services  to  the  hospital  which, 
if  provided  by  the  hospital,  would  have  been  covered  as  inpatient 
hospital  services  or  outpatient  hospital  services.  The  hospital  would 
be  required  to  pay  the  reasonable  cost  of  the  services  in  question  to 
the  institution  that  bore  the  cost. 

The  above  provisions  would  become  effective  with  respect  to  ac- 
counting periods  beginning  on  or  after  July  1,  1971. 

Institutional  Planning  Under  Medicare  Program 

(Sec.  231  of  the  bill) 

Under  present  medicare  law,  there  is  no  requirement  for  providers  of 
services  to  develop  fiscal  plans  such  as  operating  and  capital  budgets. 
However,  the  committee  is  aware  of  the  fact  that  health  care  facilities 
have  come  under  increasing  criticism  on  the  grounds  that  they  fail  to 
follow  sound  business  practices  in  their  operations.  The  Advisory  Com- 
mittee on  Hospital  Effectiveness,  established  by  the  Secretary  of 
HEW  in  its  report  stated,  *  *  the  fact  must  be  faced  that  defi- 
ciencies in  hospital  management  owe  something,  at  least  to  inatten- 
tion, indifference,  or  lack  of  information  on  the  part  of  some  hospital 
boards,  and  some  trustees  with  the  best  intentions  and  energy  have 
not  been  adequately  informed  by  administrations  on  what  the  func- 
tions of  a  hospital  trustee,  or  a  hospital  should  be."  In  recommending 
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the  requirement  contained  in  the  bill,  the  Secretary's  committee 
stated,  ''The  requirement  that  detailed  budgets  and  operating  plans 
be  prepared  annually  as  a  condition  of  approval  for  participation  in 
Federal  programs  can  be  expected  to  disclose  management  inefficien- 
cies in  such  health  care  institutions  as  a  necessary  first  step  toward 
bringing  about  needed  improvements.  Especially,  the  committee 
believes  this  requirement  will  compel  the  attention  of  many  hospital 
trustees  to  lapses  in  management  that  would  not  be  permitted  in 
their  own  businesses." 

The  Committee  on  Finance  agrees  with  the  provision  in  the  House 
bill  which  would  require,  providers  of  services  (including  hospitals 
accredited  by  the  Joint  Commission  on  Accreditation  of  Hospitals) 
as  a  condition  of  participation  under  the  medicare  program,  to  have 
a  written  overall  plan  and  budget  reflecting  an  operating  budget  and 
a  capital  expenditures  plan. 

However,  the  committee  has  modified  the  House  provision  so  that 
the  required  annual  operating  budgets  may  be  prepared  by  groupings 
of  cost  or  income  rather  than  a  detailed  itemization  for  each  type  of 
cost  or  income.  The  overall  plan  would  be  expected  to  contain  infor- 
mation outlining  the  services  to  be  provided  in  the  future,  the  esti- 
mated costs  of  providing  such  services  (including  proposed  capital 
expenditures  in  excess  of  $100,000  for  acquisition  of  land,  buildings, 
and  equipment  and  replacement,  modernization,  and  expansion  of  the 
buildings  and  equipment),  and  the  proposed  methods  of  financing 
such  costs.  It  would  have  to  be  prepared  under  the  direction  of  the 
governing  body  of  the  institution,  by  a  committee  consisting  of  rep- 
resenatives  of  that  body,  the  administrative  staff  and  the  medical 
staff.  The  plan  would  cover  the  immediately  following  year  and  the 
immediately  following  3-year  accounting  period  and  would  be  reviewed 
and  updated  annually  to  assure  that  it  is  consistent  with  the  budgetary 
program  of  the  provider. 

The  plan  would  not  be  reviewed  for  substance  by  the  Government  or 
any  of  its  agents.  The  purpose  of  the  provision  is  to  assure  that  such 
institutions  carry  on  budgeting  and  planning  on  their  own.  It  is  not 
intended  that  the  Government  will  play  any  role  in  that  process. 

The  new  condition  of  participation  would  have  to  be  met  with 
respect  to  any  provider  of  services  for  fiscal  years  of  the  provider 
beginning  after  June  30,  1971. 

Advance  Approval  of  Extended  Care  and  Home  Health  Cover- 
age Under  Medicare 

(Sec.  233  of  the  bill) 

Under  present  law,  extended  care  benefits  are  payable  only  on  behalf 
of  patients  who,  following  a  hospital  stay  of  at  least  3  consecutive 
days,  require  skilled  nursing  care  on  a  continuing  basis  for  further 
treatment  of  the  condition  which  required  hospitalization.  The  home 
health  benefit  is  payable  on  behalf  of  patients  who  need  essentially 
the  same  type  of  nursing  care  on  an  intermittent  basis.  Skilled  nursing 
care  has  generally  been  defined  as  the  provision  of  identifiable  skilled 
nursing  procedures,  although  some  authorities  have  argued  that  this 
definition  does  not  adequately  take  into  account  the  supervisory  role 
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of  a  skilled  nurse  under  whose  presence  and  supervision  a  relatively 
unskilled  person  can  participate  in  providing  a  skilled  service.  The 
usual  administrative  process  for  determining  eligibility  for  payment 
involves  retrospective  review  of  the  services  actually  furnished  to  the 
patient. 

The  committee  beheves  that  in  practice,  the  administration  of 
extended  care  and  home  health  benefits  has  proved  difhcult  and  has 
led  to  considerable  dissatisfaction.  The  complexity  of  the  extended- 
care  coverage  determination,  and  the  fact  that  it  must  often  be  made 
retroactively,  tends  to  create  confusion  regarding  the  type  of  care 
which  is  reimbursable  and  may  encourage  physicians  to  either  delay 
discharge  from  the  hospital,  where  coverage  is  less  likely  to  be  ques- 
tioned, or  to  recommend  a  less  economical,  though  financially  more 
predictable,  course  of  treatment.  The  aggregate  effect  is  to  reduce  the 
value  of  the  extended  care  benefit  as  a  continuation  of  hospital  caie  in 
less  intensive — and  less  expensive — setting  as  soon  as  it  is  medically 
feasible  for  the  patient  to  be  dischaiged  from  the  hospital.  Patients 
receiving  care  at  home  or  who  might  be  ready  for  discharge  if  sufficient 
assistance  weie  available  at  home  face  a  somewhat  similar  situation 
with  respect  to  home  health  benefits.  The  uncertainty  of  coverage  of 
services  may  impede  effective  discharge  planning  or  the  formulation 
of  a  comprehensive  health  care  plan  for  a  homebound  patient. 

The  House  sought  to  alleviate  the  problem  by  including  a  provision 
authorizing  the  Secretary  to  establish  presumptive  periods  of  coverage 
according  to  diagnosis  and  other  medical  factors  for  patients  admitted 
to  an  extended  care  facility  or  started  on  a  home  health  plan.  While 
this  approach  seeks  to  alleviate  much  of  the  administrative  complexity 
by  focusing  determinations  on  the  totality  of  needs  of  certain  categories 
of  patients,  rather  than  evaluation  of  specific  nursing  procedures,  it 
introduces  certain  new  administrative  j^roblems.  The  wide  range  of 
illnesses  common  to  the  aged,  as  well  as  the  frequent  occurrence  of 
''combination  diagnoses"  makes  specific  categorization  difl&cult. 

The  committee's  bill,  therefore,  includes  a  provision  designed  to  (1) 
respond  more  effectively  to  the  needs  of  beneficiaries,  including  those 
for  whom  a  short  period  of  institutional  care  under  continuing  skilled 
supervision  is  needed  to  restore  self-sufficiency  and  (2)  substantially 
eliminate  retroactive  determinations.  Under  the  committee's  bill, 
emphasis  in  determining  coverage  would  be  placed  on  advance  evalu- 
ation of  the  patient's  need  for  a  type  of  institutional  care  which  re- 
quires the  continuing  availabihty  of  skilled  nursing  and  related  skilled 
services,  in  contrast  to  present  law  which  requires  continuing  need 
for  skilled  nursing  and  other  related  skilled  services.  In  all  cases,  the 
attending  physician  would  be  expected  to  certify  the  need  for  such 
care  and  provide  a  plan  of  treatment  to  the  extended  care  facihty  or 
home  health  agency  in  advance  of  admission  or  start  of  care. 

In  lieu  of  predetermined  periods  of  extended  care  coverage  based  on 
diagnoses,  the  committee's  bill  encourages  and  anticipates,  that  to  the 
maximum  extent  feasible,  preadmission  evaluation  and  approval  on  an 
individual-case  basis  of  the  need  for  extended  care.  Such  reviews  could 
be  performed  by  the  Professional  Standards  Review  Organization, 
hospital  utilization  review  committee,  or  other  appropriate  group. 
Unless  disapproved  in  advance,  coverage  upon  admission  would  con- 
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tinue  for  the  lesser  of  either  the  initially  certified  and  approved  period, 
until  notice  of  disapproval,  or  10  days.  The  physician  and  facility 
would  be  expected  to  forward  supporting  documentation  for  continued 
coverage  of  patients  usually  at  least  3  days  prior  to  expiration  of  the 
initially  approved  period  or  upon  request  of  the  review  group.  Where 
certifications  and  evidence  are  provided  on  a  timely  basis,  any  sub- 
sequent determination  (for  purposes  only  of  determining  medicare 
payment  liability)  that  the  patient  no  longer  requires  covered  care 
would  be  effective  beginning  the  third  day  after  notification  to  the 
facility,  thus  giving  the  patient  and  his  physician  an  opportunity  to 
make  other  arrangements  to  meet  the  patient's  needs. 

Administration  of  the  home  health  benefit  would  follow  essentially 
the  same  approach.  Review  of  the  proposed  plan  of  treatment,  prior 
to  its  implementation,  would  be  made  wherever  possible  and  could  be 
performed  by  a  PSRO,  the  utilization  review  committee  of  the  institu- 
tion from  which  the  patient  is  being  discharged  (for  part  A  home  health 
benefits)  or  other  qualified  group.  In  the  absence  of  a  negative  finding 
or  a  specific  limitation,  payment  would  ordinarily  be  made  for  up  to 
10  visits  before  additional  review  of  the  patient's  needs  was  required. 
(The  10- visit  limitation  would  apply  on  a  calendar-year  basis  for  part 
B  home  health  benefits.)  Where  evidence  and  certifications  were  sub- 
mitted promptly,  determinations  that  the  patient  no  longer  needs  the 
type  of  home  care  covered  by  medicare  would  be  made  prospectively. 

As  indicated,  coverage  of  up  to  10  home  health  visits  would  be 
presumed  for  both  part  A  and  part  B.  Where  the  patient  has  10  days  of 
coverage  presumed  for  purposes  of  part  A,  he  may  not  immediately 
thereafter  have  a  new  presumed  period  begin  under  part  B.  However, 
when  a  patient  first  has  presumed  coverage  under  part  B  and  then 
needs  to  go  to  the  hospital,  presumed  part  A  visits  following  institu- 
tionalization would  he  permissible  (adding  up  to  as  many  as  20  visits). 
The  fact  that  the  patient  required  hospitalization  is  an  indicator  of  a 
change  in  his  condition  that  would  not  be  present  where  the  patient 
merely  switches  from  part  A  to  part  B  coverage  while  remaining  at 
home. 

This  provision  would  be  effective  with  respect  to  admissions  to 
extended  care  facilities,  and  home  health  plans  initiated,  after  June  30, 
1971. 

Payments  to  Health  Maintenance  Organizations 

(Sec.  239  of  the  bill) 

Under  present  law,  organizations  providing  comprehensive  health 
services  on  a  per  capita  prepayment  basis  cannot  be  reimbursed  by 
medicare  through  a  single  prospective  capitation  payment  such  as  the 
organizations  normally  charge  for  services  covered  under  both  the 
hospital  insurance  and  supplementary  medical  insurance  parts  of  the 
medicare  program.  Instead,  medicare  reimbursement  to  group  prac- 
tice prepayment  plans,  whether  it  is  made  on  a  cost  or  charge  basis, 
must  be  related,  retrospectively,  to  the  costs  to  the  organization  of 
providing  specific  services  to  beneficiaries,  so  that  some  of  the  financial 
incentives  which  such  organizations  may  have  in  their  regular  non- 
medicare  business  to  keep  costs  low  and  to  control  utilization  of  serv- 


132 


ices  are  not  fully  incorporated  directly  in  their  relationship  with 
medicare. 

Of  course,  the  committee  believes  that  a  proper  sense  of  professional 
responsibility  also  should  obtain  in  patient  care  and  should  be  of 
greater  significance  than  economic  incentives  in  assuring  appropriate 
utilization  of  health  care  services. 

Nonetheless,  a  disincentive  to  control  of  costs  and  utilization  of 
services  which  occurs  to  an  extent  in  the  present,  usual  approach  to 
payment  for  services  in  the  health  field,  either  by  private>  patients,  pri- 
vate insurance,  or  the  Government,  is  that,  in  effect,  payment  is 
made  to  the  provider  for  each  individual  service  performed,  so  that 
other  things  being  equal,  there  is  an  economic  incentive  on  the  part 
of  those  who  make  the  decisions  on  which  services  are  needed  to  pro- 
^dde  more  ser\aces — services  which  may  not  be  essential,  and  even 
unnecessary  services.  Another  area  of  concern  is  that,  ordinarily,  an 
individual  must  largely  find  his  own  way  among  various  types  and 
levels  of  services  with  only  partial  help  from  a  sinsfle  hospital,  a 
nursing  home,  a  home  health  agency,  various  specialists,  and  so  on 
in  terms  of  referral  to  appropriate  sources  of  care.  The  pattern  of 
operation  of  certain  organizations  (such  as  the  Kaiser  Health  Care 
Foundation  and  H.I.P.)  which  provide  services  on  a  per  capita  pre- 
payment basis  may  lend  itself  to  possible  solution  of  both  of  these 
problems  with  respect  to  the  care  of  individuals  enrolled  with  them. 
Because  the  oro^anization  receives  a  fixed  annual  payment  from  en- 
rollees,  regardless  of  the  volume  of  services  rendered,  there  is  a  finan- 
cial incentive  to  the  organization,  by  its  administrative  supenasion  and 
review,  to  control  costs  and  to  provide  only  the  least  expensive  service 
appropriate  to  the  enrollee's  needs.  The  incentive  to  the  organization 
may  be  passed  on  to  the  doctor  by  paying  him  on  a  salary  basis  and 
providing  a  bonus  or  similar  profit-sharing  arrangements  when  costs 
are  kept  low.  Moreover,  such  existing  organizations  assume  respon- 
sibility for  deciding  on  the  services  which  the  patient  should  receive. 
On  the  other  hand,  there  is  also  present  in  such  systems  an  economic 
incentive  to  provide  less  care  than  is  necessary  so  as  to  reduce  costs 
and  further  maximize  financial  gain. 

Tlie  committee  believes  it  is  desirable  for  medicare  to  relate  itself 
to  prepayment  health  care  organizations  in  a  way  which  con- 
forms more  nearly  to  their  usual  way  of  doing  business.  The  objective 
is  to  reinforce,  in  the  case  of  medicare  beneficiaries,  the  financial  incen- 
tives— if  professional  incentives  are  insufficient — which  health  main- 
tenance organizations  have  with  respect  to  their  other  enrollees. 

Tlie  health  maintenance  organization  provision  of  the  bill,  strongly 
endorsed  and  advocated  by  the  Department,  is  intended  to  contribute 
to  reductions  in  the  cost  of  health  care  delivery  and  to  improve  quality 
of  care  under  the  medicare  program.  The  committee  is  concerned 
that,  to  the  contrar^^,  the  health  maintenance  organization  provision 
could  turn  out  to  be  an  additional  area  of  potential  abuse  which  might 
have  the  effect  of  increasing  health  care  costs — paying  a  larsrer  profit 
than  is  now  or  should  be,  paid  to  these  organizations — and  decreas- 
ing the  quality  of  service  available  or  rendered. 

However,  if  the  safeguards  the  committee  has  added  are  properly 
administered,  it  may  be  that  the  stated  goals  of  the  provision  can  be 
achieved.  In  any  event,  this  new  program  is  unquestionably  an  area 
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where  the  Office  of  the  Inspector  General  (which  would  be  estab- 
lished under  a  committee  amendment  to  the  bill)  can  make  a  major 
contribution  tow^ard  assuring  that  health  maintenance  organizations 
are  operated  consistent  with  principles  of  efficiency  and  economy  and, 
particularly,  that  they  comply  strictly  with  the  statute  and  the  legis- 
lative intent  of  the  Congress. 

Accordingly,  while  it  has  reservations  about  the  proposal,  the  com- 
mittee has  adopted,  with  certain  tightening  changes,  the  amendment 
in  the  House  bill  under  which  medicare  payment  to  a  so-called  Health 
Maintenance  Organization  (HMO)  with  respect  to  beneficiaries  en- 
rolled with  it  could  be  made  on  a  prospective  per  capita  basis,  en- 
compassing services  covered  under  both  hospital  insurance  and  sup- 
plementary medical  insurance.  (Group  practice  prepayment  plans 
could,  of  course,  choose  to  continue  to  be  reimbursed  under  the  pro- 
visions of  existing  law^  if  they  wished.)  The  additions  and  modifica- 
tions made  by  the  committee^  reflect  its  desirei  to  assure  that  health 
maintenance  organizations  are  afforded  opportunity  to  demonstrate 
their  capacity  to  provide  comprehensive  care  economically  and  effi- 
ciently without  endangering  either  the  health  interests  of  program 
beneficiaries  or  the  integrity  of  the  trust  funds. 

Under  the  House  bill,  a  prospective  rate  of  payment  would  be 
determined  annually  in  accordance  with  regulations  of  the  Secretary, 
taking  into  account  the  organization's  premiums  with  respect  to  non- 
medicare  enrollees  (with  appropriate  actuarial  adjustments  to  reflect 
the  difference  in  utilization  patterns  and  other  relevant  factors  between 
those  under  65  and  those  over  65).  This  payment  would  be  no  more 
than  95  percent  of  the  estimated  amount  (with  appropriate  adjust- 
ments— such  as  age  and  morbidity  differentials — ^to  assure  actuarial 
equivalence)  that  would  be  payable  if  such  covered  medicare  services 
were  furnished  outside  of  the  framework  of  a  health  maintenance 
organization. 

The  committee  bill  would  modify  in  several  ways  the  House  bill's 
provisions  for  determining  payment  to  HMO's.  First,  rather  than 
limiting  payment  to  the  lesser  of  (a)  an  adjusted  premium  amount  or 
(b)  95  percent  of  the  estimated  amount  that  would  be  payable  if  tho 
covered  services  were  to  be  furnished  by  other  than  health  maintenance 
organizations,  the  committee  bill  would  authorize  payment  at  the  95 
percent  of  the  actuarial  equivalent  rate  but  only  if  the  health  mainte- 
nance organization  provides  the  Secretary  with  satisfactory  assurances 
that  any  excess  over  the  adjusted  premium  payment  will  be  re- 
turned to  beneficiaries  in  the  form  of  expanded  benefits  or  reduction 
in  amounts  charged  as  the  equivalent  of  medicare's  deductibles  and 
coinsurance.  HMO's  will  thus  have  funds,  where  performance  is  effi- 
cient and  necessary  care  has  been  properly  provided,  to  improve  bene- 
fit protection  or  reduce  premium  costs  for  medicare  enrollees  and 
thereby  possibly  attract  further  enrollment.  Under  this  modification 
beneficiaries,  who  upon  enrollment  with  an  HMO  forgo  coverage  of 
most  nonemergency  out-of-plan  services,  would  have  some  incentives 
for  enrollment. 

Second,  with  respect  to  the  health  maintenance  organization's  pre- 
miums which  w^ould  be  taken  into  account  in  medicare's  payment  deter- 
mination, the  committee  bill  adds  a  provision  intended  to  alleviate  a 
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concern  that  the  proposed  payment  determination  might  reward 
profiteering  by  relating  payment  to  premiums  that  contain  an  un- 
justifiably high  retention  (margin  over  direct  benefit  and  administra- 
tive costs.)  The  Committee  limits  the  retention  to  the  lesser  of:  (i) 
the  retention  rate  (excluding  the  administrative  expenses)  as  a  per- 
centage of  the  net  premium  for  people  under  age  65^  or  (ii)  150  per- 
cent of  the  dollar  amount  of  retention  (excluding  administrative  ex- 
penses) per  capita  for  enrollees  who  are  under  age  65  of  the  HMO. 

Third,  the  95  percent  payment  rate,  which  would  be  authorized 
where  the  Secretary  has  received  the  necessary  assurances  from  the 
health  maintenance  organization,  would  be  based  on  estimated  benefit 
costs  only  plus  an  estimated  allowance  for  administrative  expenses 
reasonably  related  to  the  actual  expenses  of  such  a  HMO  and  the  ex- 
penses of  comparable  organizations.  This  approach  recognizes  that  a 
health  maintenance  organization's  administrative  expenses  can  be 
expected  to  be  lower  than  those  of  carriers  and  intermediaries  because 
HMO's  need  not  perform  all  of  the  functions  of  carriers  and  inter- 
mediaries. For  example,  HMO's  generally  do  not  pay  small  individual 
physician  fee- for- service  claims. 

Fourth,  there  would  be  an  overall  ceiling  on  payment  to  a  health 
maintenance  organization  equal  to  95  percent  of  the  estimated 
amount  for  benefit  cost  and  administrative  expenses,  including  only 
carrier  and  intermediary  administrative  costs  (exclusive  of  auditing 
expenses),  payable  if  covered  services  Avere  to  be  furnished  by  other 
than  health  maintenance  organizations.  This  ceiling,  and  the  95  per- 
cent payment  rate  mentioned  in  the  preceding  paragraph,  w^ould  be 
based  upon  the  reimbursement  amount  per  capita  for  the  Nation  ad- 
justed for  variations  in  unit  benefit  cost  due  to  service  areas,  reasonable 
availability  of  services,  and  underwriting  rules.  The  service  area  con- 
cept encompasses  the  geographical  locality  where  the  health  main- 
tenance organization  is  providing  the  service,  and  in  which  there  is  a 
reasonable  cross  section  of  different  types  of  institutions  and  practi- 
tioners and  utilization  rates.  Where  there  is  an  abnormal  scarcity  of 
services  or  excessive  services  for  persons  not  in  the  HMO  in  a  particu- 
lar locality,  but  the  needs  of  HMO  members  are  fully  met,  the  actu- 
arial equivalent  cost  would  be  determined  by  established  actuarial 
methods  which  include  the  consideration  of  costs  in  comparable  loca- 
tions where  the  covered  services  are  reasonably  available.  In  negotiat- 
ing and  reviewing  rates  of  payment,  the  committee  expects  that  such 
negotiations  will  be  conducted,  on  the  part  of  the  government,  on  an 
arms-length  basis  by  qualified  and  expert  personnel.  The  actuarial 
determinations  should  be  performed  by  qualified  actuaries  experienced 
111  health  care  program  costing.  This  expertise  also  Avould  be  needed 
to  appraise  whether  enrollment  of  poorer  risks,  such  as  institution- 
alized persons  or  persons  of  low  income,  Avas  less  than  in  proportion 
to  tlie  population  in  the  service  area  and  to  determine  the  effects  on 
costs.  Similarly  special  limitations  of  the  HMO  on  access  of  members 
to  care,  on  limitations  on  the  provision  of  teaching  and  community 
services  sliould  also  be  taken  into  account  in  considering  cost 
equivalence. 

Fiftli,  tlie  committee  lias  included  an  additional  safeguard  Avhich 
would  authorize  the  Secretary  to  adjust,  retroactively,  any  payments 
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made  to  a  health  maintenance  organization  on  the  basis  of  projected 
national  average  costs,  if  it  is  later  determined  that  such  projections 
were  based  on  erroneous  data  or  if  actual  experience  differs  substan- 
tially from  the  assumptions  upon  which  the  projections  were  made. 
Such  adjustments,  which  could  result  in  either  increase  or  decrease  in 
program  payments,  must  be  determined  within  3  years  following  the 
close  of  the  accounting  per'iod  to  which  the  adjustment  a^p plies. 

Under  this  basis  for  payment,  the  health  maintenance  organization 
should  be  encouraged  to  manage  its  resources  and  provide  a  level  of 
service  within  a  predictable  premium  income ;  extensions  and  improve- 
ments in  service  could  thus  also  be  provided  to  beneficiaries  from  utili- 
zation and  other  savings  which  the  organJization  may  be  able  to  make 
OA^er  more  traditional  methods  of  providing  services. 

For  ease  of  calculation  of  amounts  to  be  paid  from  the  two 
trust  funds,  payments  to  health  maintenance  organizations  would  be 
made  from  both  the  hospital  insurance  and  supplementary  medical 
insurance  trust  funds  with  the  portion  from  the  supplementary  medi- 
cal insurance  trust  fund  being  the  product  of  the  total  monthly  pre- 
mium (beneficiary  and  Federal  Government  amounts  combined)  times 
the  number  of  medicare  beneficiaries  enrolled  in  the  organization 
rather  than  an  actuarially  determined  part  B  cost  within  the  HMO. 
The  remainder  of  the  HMO  payment  would  be  made  from  the  hospital 
insurance  trust  fund. 

Under  the  House  bill,  the  individuals  with  respect  to  whom  such 
payment  would  be  made  are  medicare  beneficiaries  entitled  to  both 
hospital  insurance  and  supplementary  medical  insurance^  who  are 
enrolled  with  a  health  maintenance  organization.  Since  some  potential 
health  maintenance  organizations  have  substantial  numbers  of  mem- 
bers who,  because  of  noncoverage  under  social  security  in  the  past, 
are  not  eligible  for  hospital  insurance  benefits  (or  who  would  bo 
eligible  for  such  benefits  only  by  paying  their  full  cost  as  provided 
under  another  proposed  amendment),  the  committee  has  added  a 
provision  which  would  allow  payments  to  be  made  for  medical  insur- 
ance benefits  alone  for  enrolled  beneficiaries  who  are  not  entitled  to 
hospital  insurance  benefits.  Eligible  enrolled  beneficiaries  would,  with 
two  exceptions,  recdve  medicare-covered  services  only  through  the 
health  maintenance  organization.  One  exception,  contained  in  the 
House  bill,  would  cover  those  emergency  services  as  are  furnished  by 
other  physicians  and  providers  of  services;  the  health  maintenance 
organization  would  be  responsible  for  paying  the  costs  of  such  emer- 
gency services.  The  committee  would  also  require  a  health  maintenance 
organization  to  pay  the  cost  of  otherwise  covered  and  necessary 
maintenance  therapy  which  an  enrollee  receives  outside  the  organi- 
zation because  of  nonaccessibility  or  availability  of  the  service  di- 
rectly from  the  organization.  If  an  enrolled  individual  received 
other  types  of  nonemergency  care  through  some  means  other  than 
the  health  maintenance  organization,  he  would  have  to  meet  the 
entire  expense  of  such  care.  The  fact  that  members  received  some 
care  outside  the  HMO  would  be  taken  into  account  in  calculating 
the  actuarial  equivalent  cost  of  the  services  furnished  by  the  HMO. 

To  qualify  to  receive  payment  in  this  way,  a  health  maintenance 
organization  would  have  to  be  one  which  provides :  (1)  either  directly 
or  through  satisfactory  arrangements  with  others,  health  services 
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on  a  prospective  per  capita  prepayment  basis;  (2)  all  the  services 
and  benefits  of  both  the  hospital  and  medical  insurance  parts  of  the 
program;  (3)  physicians'  services,  either  directly  by  physicians 
who  are  employees  or  partners  of  the  organization,  or  under  an  ar- 
rangement with  an  organized  group  of  physicians  under  which  the 
group  is  reimbursed  for  its  services  on  the  basis  of  an  aggregate 
fixed  sum  or  on  a  per  capita  basis.  Since  physicians  play  the  major 
role  in  determining  utilization  of  all  covered  services,  such  payment 
arrangement  should  contain  an  element  of  incentive  for  such  physi- 
cians to  assure  that  medicare  patients  are  provided  needed  services 
in  the  most  efficient  and  economical  manner.  (The  group  of  physi- 
cians which  has  the  arrangement  with  the  health  maintenance  or- 
ganization could,  in  turn,  pay  its  physician  members  on  any  other 
basis,  including  fee-for-service.) 

The  organization  would  have  to  have  an  open  enrollment  period  at 
least  annually  under  which  it  accepts  enrollees  (including  undertak- 
ing during  open  enrollment  periods  specific  and  active  efforts  to  con- 
tact, inform,  and  enroll  institutionalized  beneficaries)  on  a  nondis- 
criminatory basis  up  to  the  limits  of  its  capacity.  An  organization 
which  does  not  accept  applications  for  enrollment  from  a  significant 
and  representative  proportion  of  eligible  applicants  during  two  con- 
secutive open  enrollment  periods  may  be  terminated  if  adequate  justifi- 
cation is  not  provided. 

Additional  requirements  are:  (1)  that  the  organization  furnish  to 
the  Secretary  proof  of  its  financial  responsibility  and  its  capacity  to 
provide  comprehensive  health  services,  including  institutional  services, 
effectively  and  economicially ;  (2)  that  there  are  a  minimum  of  10,000 
enrollees  (both  medicare  and  nonmedicare)  initially,  or,  that  the 
HMO  can  reasonably  be  expected  to  attain  such  minimum  enrollment 
within  a  period  not  exceeding  3  years  with  progressive  continu- 
ins:  increases  in  enrollment  toward  the  minimum  during  that  period ; 
(3)  that  the  organization  must  have  satisfactory  procedures  assur- 
ing that  the  health  services  required  by  its  enrollees  are  received 
promptly  and  appropriately  and  that  they  are  of  proper  quality. 

The  various  elements  of  a  health  maintenance  organization,  such  as 
hospital,  extended  care  facility,  or  clinical  laboratory,  would  each  con- 
tinue to  have  to  meet  the  conditions  of  participation  or  other  quality 
standards  which  apply  to  such  organizations  under  present  law.  The 
committee  has  added  to  the  House  bill  a  provision  w-hich  makes  it 
clear  that  institutions  owned  or  utilized  by  a  health  maintenance 
organization  must  adhere  to  the  health  facility  planning  requirements 
which  would  be  applied  to  other  providers  of  services  under  provisions 
of  another  amendment.  Wliere  applicable,  appropriate  reductions  Avill 
he  made  in  payments  to  any  health  maintenance  organization  which 
renders  services  to  beneficiaries  through  a  hospital  or  other  institu- 
tions with  respect  to  which  the  Secretary  determines  that  payment 
for  capital  expenditures  must  be  excluded. 

With  respect  to  all  of  the  above  minimum  requirements,  it  is  ex- 
pected that  they  will  be  carefully  and  fully  applied  so  as  to  avoid  estab- 
lishment of  pro  forma  HMO's  bv  organizations  essentially  interested  in 
securin,<r  greater  IcatIs  of  reimbursement  than  are  otherwise  payable 
under  the  regular  medicare  projrram  and  without  reducing  program 
costs  through  increases  in  effectiveness  and  efficiency. 


137 


Under  the  House  bill,  an  organization  would  not  qualify  under  this 
provision  unless  at  least  half  of  its  membership  is  under  age  65.  The 
committee  agrees  that  the  membership  distribution  requirement  is  a 
desirable  objective  in  order  to  assure  that  the  health  maintenance 
organization  operates  in  true  competition  Avith  other  health  care 
delivery  mechanisms,  but  rigid  imposition  might  be  detrimental  to 
neAvly  developing  organizations  and  organizations  located  in  retire- 
ment areas  or  deliberately  established  as  part  of  an  effort  to  bring 
adequate  health  care  to  inner-city  or  rural  areas.  Therefore,  the 
committee  has  modified  the  House  requirement  to  permit  the  Secre- 
tary to  initially  waive  the  one-half  enrollment  requirement  for  up  to 
5  years  if  compliance  would  otherwise  cause  substantial  reduction  in 
enrollment,  provided  the  organization  furnishes  evidence  of  sustained 
and  substantial  efforts  to  achieve  the  required  enrollment  distribution 
or,  in  rare  instances,  to  waive  the  requirement  completely  if  it  is 
determined  that  failure  to  meet  the  requirement  is  due  to  geographic 
or  other  circumstances  beyond  the  organization's  control. 

If  the  health  maintenance  organization  provides  only  the  services 
for  which  the  enrollee  is  covered  by  the  medicare  program,  the 
premiums  it  may  charge  its  enrollees  cannot  exceed  the  actuarial  value 
of  the  cost-sharing  provisions  of  the  hospital  and  supplementary 
medical  insurance  parts  of  the  medicare  program,  Avhichever  are 
applicable  to  the  enrollee.  If,  hoAvever,  the  organization  provides  its 
enrollees  services  in  addition  to  those  covered  under  medicare,  it  must 
inform  enrollees  of  the  portion  of  the  premium  applicable  to  such 
additional  services,  and  the  portion  applicable  to  medicare-covered 
services  may  not  exceed  the  actuarial  value  of  the  cost-sharing  provi- 
sions of  the  medicare  program.  The  reasonableness  of  premiums 
charged  for  additional  services  will  be  determined  by  the  Secretary 
in  accordance  with  regulations.  These  requirements  are  intended  to 
assure  that  beneficiaries  enrolled  with  health  maintenance  organiza- 
tions benefit  fully  from  their  medicare  coverage  and  are,  in  fact, 
charged  no  more  than  the  deductible  and  coinsurance  amounts.  This 
provision  will  also  help  to  assure  that  they  are  made  aware  of  the 
exact  cost  of  any  benefits  provided  by  the  health  maintenance  orga- 
nizations which  are  in  addition  to  medicare  coverage  and  that  such 
cost  is  reasonable  in  relation  to  the  additional  benefits  provided. 

Beneficiaries  enrolled  with  a  health  maintenance  organization  who 
are  dissatisfied  with  decisions  of  the  organization  as  to  benefit  cover- 
age would  have  the  right  to  a  hearing  before  the  Secretary,  in  which 
the  health  maintenance  organization  would  be  an  interested  party, 
and  to  judicial  review  with  respect  to  disputes  involving  amounts 
exceeding  specified  limits. 

Beneficiaries  could  terminate  their  enrollment  with  a  health  mainte- 
nance organization  and  revert  to  regular  coverage  under  the  program 
in  accordance  with  regulations.  It  is  expected  that,  generally,  dis- 
enrollment  would  take  effect  at  the  same  time  after  the  disenrollment 
request  as  is  the  case  now  with  respect  to  disenrollment  under  the 
supplementary  medical  insurance  program. 

Under  provisions  of  the  House  bill,  a  health  maintenance  organiza- 
tion would  be  treated  as  a  "provider  of  services,"  i.e.,  would  be  treated 
in  the  same  manner  that  hospitals,  extended  care  facilities  and  certain 
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other  individual  agencies  and  organizations  that  participate  in  the 
program.  Such  a  status  connotes  a  continuing  relationship  contingent 
upon  compliance  with  health  quality,  fiscal,  and  technical  conditions 
of  participation.  However,  effective  administration  of  the  health 
maintenance  organization  provision  will  require  an  active  and  com- 
prehensive role  by  the  Secretary  in  reviewing  and  evaluating  per- 
formance of  such  organizations  in  relation  to  the  total  range  of 
program  interests  including  responsiveness  to  beneficiary  needs  as 
Avell  as  adherence  to  fiscal  and  quality  standards.  The  committee  has 
therefore  amended  the  House  provision  to  establish  a  contractual 
relationship  between  the  Secretary  and  a  health  maintenance  organi- 
zation. Such  a  contract  would  be  renewable  annually  in  the  absence 
of  reasonable  advance  notice  by  either  party  of  intention  to  terminate 
at  the  end  of  the  current  term,  except  that  the  Secretary  could  termi- 
nate the  contract  at  any  time  (after  reasonable  notice  and  opportunity 
for  hearing)  if  he  finds  that  the  organization  has  failed  substantially 
to  carry  out  the  contract  or  is  carrying  it  out  in  a  manner  inconsistent 
with  efficient,  effective,  and  economical  administration  of  this  section. 

Under  this  provision,  it  is  expected  that  the  Secretary  will  issue 
regulations  establishing  means  for  effective  implementation  of  an 
ongoing  review  program  to  assure  that  the  health  maintenance  orga- 
nization effectively  fulfills  beneficiary  service  needs  by  adhering  to 
specified  minimum  requirements  for  full-time  qualified  medical  staff, 
keeping  beneficiaries  fully  informed  on  the  extent  of  coverage  of 
services  received  outside  the  organization,  taking  positive  actions  to 
assure  that  beneficiaries  are  not  deprived  of  benefits  through  devices 
such  as  scheduling  appointments  at  inconvenient  times  or  unwar- 
ranted delay  in  scheduling  of  elective  surgery,  and  avoiding  discrimi- 
nation against  poor  health  risks  through  selective  enrollment  or  poor 
service  aimed  at  encouraging  disenrollment  of  high  users  of  services. 
The  Secretary  is  also  expected  to  take  precautions  against  possible 
fiscal  abuse  of  the  program  by  examining  ( and,  w^here  required,  taking 
exception  to)  any  arrangement  the  health  maintenance  organization 
may  have  with  providers,  including  related  organizations,  which 
appear  to  result  in  an  unwarranted  increase  in  costs  or  the  base 
premium  or  to  overstate  the  value  of  any  added  coverage  or  reduction 
of  the  deductible. 

The  committee  also  notes  that  some  potential  qualified  health 
maintenance  organizations  currently  have  enrollees  who  may  desire  to 
continue  membership  in  the  organization  but  who  do  not  wish  to  agree 
to  receive  covered  services  only  from  that  organization.  Since  it  would 
seem  inequitable  to  require  such  individuals  to  either  disenroll  imme- 
diately or  involuntarily  accept  a  limitation  on  their  access  to  covered 
services,  the  committee  has  added  a  provision  under  which  a  health 
maintenance  organization  could  continue  through  June  1974  to  be 
reimbursed  for  covered  care  provided  to  beneficiaries  who  were  mem- 
bers prior  to  July  1971  but  who  do  not  elect  the  option.  Program  pay- 
ments in  such  cases  would  be  determined  on  a  prospective  per  capita 
basis  similar  to  that  used  for  enrollees  who  elect  the  option,  with  ap- 
propriate payment  reductions  for  projected  out-of-plan  use  of  cov- 
ered services  by  such  enrollees. 

The  provision  would  become  effective  with  respect  to  services  pro- 
vided on  or  after  July  1, 1971. 
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Physical  and  Other  Therapy  Services  Under  Medicare 
(Sec.  254  of  the  bill) 

Under  present  law,  physical  therapy  is  covered  as  an  inpatient 
hospital  service,  an  inpatient  extended  care  service,  a  home  health 
service,  and  a  service  incident  to  physicians'  services.  Physical 
therapy  is  also  covered  when  furnished  under  prescribed  conditions 
by  a  participating  hospital,  extended  care  facility,  home  health 
agency,  clinic,  rehabilitation  agency,  or  public  health  agency  to  its 
outpatients.  The  physical  therapist  may  be  either  an  employee  of  the 
participating  facility  or  he  may  be  self-employed  and  furnish  his 
services  under  arrangements  with  and  under  the  supervision  of  the 
facility. 

The  House  bill  would  provide  for  coverage,  under  the  supple- 
mentary medical  insurance  program,  of  up  to  $100  per  calendar  year 
of  physical  therapy  services  furnished  by  a  licensed  physical  therapist 
in  his  office  or  in  the  patient's  home  under  a  physician's  plan.  Reim- 
bursement for  the  reasonable  charges  for  the  covered  services  rendered 
by  the  physical  therapist  would  be  made  either  to  the  beneficiary  or, 
on  assignment,  directly  to  the  physical  therapist. 

The  committee  has  been  advised  by  the  Department  of  Health, 
Education,  and  Welfare  that  the  House  bill  would  be  exceedingly 
difficult  to  administer  in  terms  of  assuring  the  provision  of  appro- 
priate services,  or  of  effectively  enforcing  the  health,  safety,  and 
quality  safeguards  embodied  in  present  law,  since  physical  therapists 
would  be  furnishing  services  outside  the  controlled  environment  of  an 
institutional  setting  or  responsibility.  Moreover,  this  provision  would 
compound  the  already  costly  and  troublesome  problem  of  restraining 
overutilization  of  physical  therapy  services.  The  committee  agrees 
with  the  Department  that  at  the  present  time  whatever  advantage 
might  accrue  to  beneficiaries  from  increased  availability  of  services 
would  be  at  the  expense  of  higher  benefit  and  administrative  costs. 
For  these  reasons,  the  committee  has  deleted  this  special  $100  feature 
of  the  House  bill. 

The  committee  is  concerned  about  the  few  cases  under  present  law 
where  an  inpatient  exhausts  his  inpatient  benefits  or  where  he  is 
otherwise  ineligible  for  hospital  insurance  inpatient  benefits  and  can 
continue  to  receive  supplementary  medical  insurance  reimbursement 
for  physical  therapy  treatment  only  if  the  hospital  or  extended  care 
facility  is  able  to  arrange  for  another  participating  facility  to  furnish 
the  physical  therapy  treatment  as  an  outpatient  service.  The  House 
bill  would  authorize  a  hospital  or  extended  care  facility  to  furnish  out- 
patient physical  therapy  services  to  its  inpatients  in  the  above 
categories.  The  committee  concurs  with  the  House  bill  on  this  pro- 
vision and  has  provided  an  effective  date,  for  this  subsection,  applying 
to  services  furnished  after  June  30,  1971. 

The  House  bill  also  includes  a  provision  for  controlling  program 
expenditures  and  for  preventing  abuses.  Under  the  provision  in  the 
House  bill,  the  reasonable  cost  of  physical  therapy  services  furnished 
by  a  provider  of  services,  or  by  others  under  an  arrangement  with 
such  provider,  may  not  exceed  an  amount  equal  to  the  salary  which 
would  have  reasonably  been  paid  to  a  physical  therapist  if  he  had 
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performed  the  services  as  an  employee.  While  the  committee  agrees 
that  effective  controls  are  necessary,  it  believes  that  the  House  pro- 
vision limiting  reimbursement  for  physical  therapy  services  to  a 
salary-equivalent  amount  does  not  take  into  account  expenses  a 
therapist  not  working  as  a  full-time  employee  would  have.  These 
expenses  may  include  costs  of  maintaining  an  office,  travel- time  and 
expense,  and  similar  costs.  The  committee  bill,  therefore,  modifies  the 
House  provision  to  limit  reimbursement  to  a  ''salary-related"  basis 
which  would  permit  determinations  of  reasonable  cost  for  physical 
therapist  services  to  allow  for  additional  expenses  which  may  be  in- 
curred by  therapists  who  are  not  full-time  employees  of  a  facility. 
The  Secretary  would  determine  which  additional  expenses  would  be 
allowed.  The  committee  bill  would  further  modify  this  provision  of 
the  House  bill  to  extend  this  reimbursement  limitation  to  cover 
other  therapy  services  (such  as  occupational  therapy  and  speech 
therapy)  furnished  by  a  provider  of  services  or  by  others  under  an 
arrangement  with  a  participating  provider,  and  to  services  provided 
by  other  specialists  such  as  social  workers,  medical  records  librarians, 
dieticians,  etc. 

The  above  provision  would  be  effective  w^ith  effect  to  accounting 
periods  beginning  on  or  after  July  1,  1971. 


Payment  for  Certain  Inpatient  Hospital  and  Medical  Services 
Furnished  Outside  the  United  States 
(Sec.  262  of  the  bill) 

The  House-approved  bill  provides,  with  respect  to  admissions  after 
December  31,  1970,  for  payment  of  medicare  benefits  for  inpatient 
hospital  services  furnished  outside  the  United  States  if  the  beneficiary 
is  a  resident  of  the  United  States  and  the  foreign  hospital  was  closer 
to,  or  substantially  more  accessible  from  his  residence  than  the  nearest 
hospital  in  the  United  States  which  was  suitable  and  available  for  his 
treatment.  For  such  beneficiaries,  benefits  would  be  payable  without 
regard  to  whether  an  emergency  existed  or  where  the  illness  or  accident 
occurred.  Only  patient  services  furnished  by  a  hospital  w^hich 
has  been  accredited  by  the  Joint  Commission  on  Accreditation  of 
Hospitals  or  by  a  hospital-approval  program  having  essentially  com- 
parable standards  would  be  covered.  (The  House-approved  bill  would 
retain  the  provisions  of  present  law  with  respect  to  coverage  of  emer- 
gency inpatient  hospital  services  furnished  outside  the  United  States.) 

Under  the  bill  approved  by  the  House,  payment  for  all  covered 
hospital  services  furnished  outside  the  United  States  would  be  made 
on  essentially  the  same  basis  as  payment  for  emergency  services  fur- 
nished by  a  nonparticipating  hospital  within  the  United  States.  Where 
the  hospital  elected  to  bill  the  medicare  program  it  would  be  reim- 
bursed on  the  basis  of  the  reasonable  cost  of  the  covered  services 
furnished  the  beneficiary,  as  is  now  done  with  respect  to  emergency 
services  furnished  by  a  nonparticipating  hospital  which  furnishes 
actual  cost  data.  Where  payment  could  not  be  made  solel}"  because 
the  hospital  did  not  elect  to  bill  the  program,  benefits  would  be  pay- 
able directly  to  the  beneficiary  on  the  basis  of  an  itemized  bill  if  he 
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filed  an  acceptable  application  for  reimbursement.  Subject  to  the 
appropriate  deductibles  and  coinsurance,  the  beneficiary  would  be 
reimbursed  in  an  amount  equal  to  60  percent  of  the  hospital's  reason- 
able charges  for  ''routine  services"  in  the  room  occupied  by  him  or  in 
semiprivate  accommodations,  whichever  is  less,  plus  80  percent  of 
the  hospital's  reasonable  charges  for  ''ancillary  services,"  or,  if  sepa- 
rate charges  for  routine  and  ancillary  services  are  not  made  by  the 
hospital,  two-thirds  of  the  hospital's  total  charges. 

The  committee  is  fully  in  agreement  with  the  objective  of  the  House 
bill  but  it  is  concerned  that  the  hospital  services  that  would  be  covered 
under  this  proposal,  along  with  the  coverage  provided  under  present 
law  for  emergency  hospital  services  outside  the  United  States,  would 
not  adequately  protect  medicare  beneficiaries  against  other  medically 
necessary  health  care  costs  which  they  may  incur  while  receiving 
covered  foreign  inpatient  hospital  care.  Therefore,  the  committee  has 
amended  the  House-approved  bill  to  provide  for  coverage  under  the 
medical  insurance  program  of  medically  necessary  physicians'  services 
and  ambulance  services  furnished  in  conjunction  with  covered  foreign 
inpatient  hospital  services. 

The  committee's  bill  would  limit  payment  for  physicians'  services  to 
the  period  of  time  during  which  the  individual  is  eligible  to  have  pay- 
ment made  for  the  foreign  inpatient  hospital  services  he  receives. 
Further,  the  Secretary  would  be  authorized  to  establish,  by  regula- 
tions, reasonable  limitations  upon  the  amount  of  a  foreign  physician's 
charge  that  would  be  accepted  as  reimbursable  under  the  medical 
insurance  program.  In  recognition  of  the  administrative  difficulties 
that  would  arise  in  applying  the  assignment  method  of  reimbursement 
to  medical  services  furnished  in  other  countries,  the  committee's  bill 
would  provide  that  benefits  for  foreign  physicians'  and  ambulance 
services  would  be  payable  only  in  accordance  with  the  itemized  bill 
method  of  reimbursement  provided  for  under  present  law. 

This  provision  would  apply  to  services  furnished  with  respect  to 
hospital  admissions  occurring  after  June  30,  1971. 

3.  NEW  PROVISIONS  ADDED  BY  THE  COMMITTEE 

Provide  That  Services  of  Optometrists  in  Furnishing 
Prosthetic  Lenses  Not  Require  a  Physician's  Order 

(Sec.  203  of  the  bill) 

Under  present  law,  optometric  services  are  not  covered  except  with 
respect  to  services  incidental  to  the  fitting  and  supplying  of  prosthetic 
lenses  ordered  by  a  physician.  The  House  bill  does  not  provide  for 
any  change  in  the  present  limitation  on  coverage  of  optometric  serv- 
ices. However,  in  its  report  accompanying  the  bill,  the  Committee  on 
Ways  and  Means  directed  the  Department  of  Health,  Education,  and 
Welfare  to  study  the  present  coverage  of  optometric  services  in  the 
interest  of  removing  any  existing  inequity. 

The  committee  believes  that  the  medicare  requirement  that  a  phy- 
sician's prescription  or  order  accompany  requests  for  payment  for 
covered  prosthetic  lenses  when  such  lenses  are  furnished  by  an  optome- 
trist unduly  limits  both  patient  and  optometrist  and  should  be 
eliminated.  The  patient's  freedom  to  choose  either  an  ophthalmologist 
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or  an  optometrist  to  furnish  him  mth  prosthetic  lenses  should  no 
longer  be  restricted  by  this  requirement. 

The  committee  bill  would  recognize  the  ability  of  an  optometrist 
to  determine  a  beneficiary's  need  for  prosthetic  lenses  by  amending 
the  definition  of  the  term  ' 'physician"  in  title  XVIII  to  include  a 
doctor  of  optometry  authorized  to  practice  optometry  by  the  State  in 
which  he  furnishes  services.  An  optometrist  would  be  recognized  as  a 
' 'physician"  only  for  the  purpose  of  attesting  to  the  patient's  need  for 
prosthetic  lenses.  (Of  course,  neither  the  physician  nor  the  optometrist 
would  be  paid  by  medicare  for  refractive  services  when  the  beneficiary 
has  been  given  a  prescription  by  a  physician  for  the  necessary  pros- 
thetic lenses.)  This  change  would  not  provide  for  coverage  of  services 
performed  by  optometrists  other  than  those  covered  under  present 
law,  nor  would  it  permit  an  optometrist  to  serve  as  a  ''physician"  on 
a  professional  standards  review  organization. 

The  amendment  would  become  effective  upon  enactment. 

Coverage  of  Sitpplies  Related  to  Colostomies 
(Sec.  204  of  the  bill) 

Medicare  covers  the  bag  and  straps  which  must  be  used  in  conjunc- 
tion with  some  colostomies  (an  artificial  opening  of  the  bowel  to  the 
abdominal  wall  which  is  often  made  necessary  by  surgery  for  cancer 
of  the  bowel) .  The  equipment  is  covered  as  it  is  considered  a  prosthetic 
device  ( a  repl  acement  for  a  body  organ ) . 

Some  bowel  cancer  patients  have  surgery  which  results  in  a  different 
type  of  colostomy  necessitating  daily  irrigation  and  flushing  rather 
than  permanent  attachment  of  a  bag.  Medicare  does  not  cover  this 
irrigation  and  flushing  equipment,  since  it  is  not  permanently  attached 
to  the  body  and  is  therefore  not  considered  a  prosthetic  device.  This 
results  in  unequal  treatment  by  the  program  of  patients  with 
colostomies. 

The  committee  bill  would  add  a  phrase  to  the  statute  to  include 
coverage  for  material  directly  related  to  the  care  of  a  colostomy. 
The  amendment  is  effective  upon  enactment. 

Coverage  of  Chiropractic  Services 
(Sec.  205  and  280  of  the  bill) 

Under  the  House  bill,  the  Secretary  would  be  required  to  conduct  a 
study  of  chiropractic  services  covered  under  State  plans  approved 
under  title  XIX.  The  study  would  determine  whether  and  to  what 
extent  chiropractic  services  should  be  covered  under  the  supplementary 
medical  insurance  program  of  title  XVIII,  giving  particular  atten- 
tion to  the  limitations  which  should  be  j^laced.on  such  coverage  and 
on  the  amounts  to  be  paid  for  whatever  services  might  be  furnished. 
The  Committee  on  Finance  believes,  however,  that  further  study  of 
chiropractic  services  under  other  plans  is  not  required  to  support  cov- 
erage of  the  services  of  chiropractors  under  the  supplementary  medical 
insurance  program. 

In  providing  coverage  for  the  services  of  chiropractors,  the  com- 
mittee recognizes  the  need  for  controls  on  the  quality,  cost,  and 
utilization  of  such  services.  Accordingly,  the  committee  bill  would 
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broaden  the  definition  of  the  term  "physician"  in  title  XYIII  to  in- 
clude a  licensed  chiropractor  who  also  meets  uniform  minimum  stand- 
ards to  be  promulgated  by  the  Secretary.  The  committee  believes  that 
at  least  uniform  minimum  standards  of  the  following  kinds  should 
underlie  licensure:  satisfactory  evidence  of  preliminary  education 
equal  to  the  requirements  for  graduation  from  an  accredited  high 
school  or  other  secondary  school;  a  diploma  issued  by  a  college  of 
chiropractic  approved  by  the  State's  chiropractic  examiners  and 
where  the  practitioner  has  satisfied  the  requirements  for  graduation 
including  the  completion  of  a  course  of  study  covering  a  period  of 
not  less  than  three  school  years  of  six  months  each  year  in  actual 
continuous  attendance  covering  adequate  courses  of  study  in  the 
subjects  of  anatomy,  physiology,  symptomatology  and  diagnosis, 
hygiene  and  sanitation,  chemistry,  histology,  pathology,  and  prin- 
ciples and  practice  of  chiropractic,  including  clinical  instruction  in 
vertebral  palpation,  nerve  tracing  and  adjusting;  and  passage  of  an 
examination  prescribed  by  the  State's  chiropractic  examiners  cover- 
ing said  subjects.  Moreover,  the  committee  does  not  intend  that  the 
practice  of  operative  surgery,  osteopathy,  or  administering  or  pre- 
scription of  any  drug  or  medicine  included  in  material  medica 
should  be  covered  by  the  practice  of  chiropractic.  Such  standards 
would  also  be  applicable  to  coverage  of  chiropractic  services  under 
medicaid. 

The  services  furnished  by  chiropractors  would  be  covered  under  the 
program  as  "physicians'  services,"  but  only  with  respect  to  treatment 
of  the  spine  by  means  of  manual  manipulation  which  the  chiropractor 
is  legally  authorized  to  perform.  As  with  other  program  benefits,  the 
committee  is  aware  of  the  possible  overutilization  of  chiropractic  serv- 
ices, and  expects  that  the  Secretary  will  issue  guidelines  to  medicare 
carriers  for  use  in  review  of  bills  for  such  services,  to  assure  proper 
usage  of  the  benefit. 

The  amendment  would  become  effective  w^ith  respect  to  services  pro- 
vided on  and  after  July  1, 1971. 

Conform   Medicare   and   Medicaid   Standards   for  Nursing 

Facilities 

(Sec.  240  of  the  bill) 

At  the  present  time,  the  conditions  of  participation  for  extended 
care  facilities  under  medicare  and  the  standards  required  of  skilled 
nursing  homes  under  medicaid  are  identical  in  some  respects  and 
similar  in  others.  In  large  part,  medicaid  skilled  nursing  homes  were 
substantially  upgraded  as  a  consequence  of  the  specific  statutory 
requirements  applicable  to  such  homes  which  were  included  in  the 
Social  Security  Amendments  of  1967. 

While  the  emphasis  of  the  care  under  the  two  programs  may  differ 
somewhat — medicare  focusing  on  the  short-term  care  patient  and 
medicaid  on  the  long-term  patient — patients  under  both  plans  require 
the  availability  of  essentially  the  same  types  of  services  and  are  often 
in  the  same  institution.  Indeed,  not  infrequently,  after  expiration  of 
medicare  benefits,  the  patient  may  remain  in  the  same  facility — even 
in  the  same  room — continuing  on  as  a  medicaid  recipient. 

Because  of  the  substantial  similarities  in  the  services  required  of 
skilled  nursing  facilities  under  the  two  programs,  the  existence  of 
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separate  requirements  (which  may  differ  only  slightly)  and  separate 
certification  processes  for  determining  institutional  eligibility  to  par- 
ticipate in  either  program,  is  both  administratively  cumbersome  and 
unnecessarily  expensive.  The  same  facility  is  more  often  than  not 
approved  to  provide  care  under  both  medicare  and  medicaid. 

The  committee  believes  it  would  be  desirable  to  apply  a  single  set 
of  standards  relative  to  health,  safety,  environmental  conditions,  and 
staffing,  with  respect  to  skilled  nursing  facilities  under  both  medicare 
and  medicaid.  As  provided  in  the  House  bill.  States  would  also  be 
expected  to  consolidate  certification  activities  for  both  programs  in  a 
single  State  agency.  The  committee  intends  that  the  single  State 
agency  carry  out  its  responsibilities  to  the  greatest  extent  possible 
through  means  of  a  single  consolidated  survey  to  determine  a  facility's 
qualifications  for  medicare  and  medicaid. 

The  committee  amendment  is  not  intended  to  result  in  any  dilution 
or  weakening  of  standards  for  skilled  nursing  facilities.  For  that 
reason,  the  amendment  provides  that  a  higher  standard  as  judged  by 
the  Secretary  of  Health,  Education,  and  Welfare  in  one  program — 
whether  the  standard  is  a  current  requirement  or  one  required  in  the 
future — shall  be  applicable  to  the  other  program  as  well.  Any  waiver 
of  a  standard  applicable  to  both  programs  may  be  applied  only  if 
acceptable  under  both  programs.  Additionally,  a  State  may  continue  to 
require  higher  standards  of  skilled  nursing  facilities  than  those  man- 
dated by  Federal  statute  and  regulation.  In  case  a  State  imposes 
additional  requirements  in  its  own  right,  then,  as  under  present  section 
1863  of  the  Social  Security  Act,  those  standards  shall  apply  to  both 
medicare  and  medicaid  skilled  nursing  facilities  in  that  State. 

The  above  provisions  are  effective  July  1,  1971. 

Provide  for  Simplified  and  More  Economical  Reimbursement 
OF  Extended  Care  Facilities 

(Sec.  241  of  the  bill) 

Under  present  law,  extended  care  facilities,  as  well  as  other  providers 
of  service,  are  reimbursed  for  the  reasonable  cost  of  covered  services 
furnished  to  medicare  beneficiaries.  Since  actual  cost  cannot  be 
accurately  determined  until  after  the  close  of  an  accounting  period,  a 
facility  is  reimbursed  with  interim  payments  based  upon  its  esti- 
mated costs.  However,  upon  analysis  of  an  annual  cost  report  sub- 
mitted by  providers  which  identifies  the  actual  costs  incurred  through 
cost  finding  and  cost  apportionment,  a  retroactive  adjustment  is  made 
for  any  difference  between  the  interim  payments  made  and  the  pro- 
gram's share  of  the  provider's  actual  costs,  to  the  extent  they  are 
deemed  reasonable. 

Under  medicaid.  States  generally  establish  (in  advance)  per  diem 
or  similar  basic  rates  payable  for  patients  receiving  skilled  nursing 
home  care.  Such  rates  ordinarily  reflect  estimates  of  the  costs  of  pro- 
viding routinely  required  care  to  eligible  recipients. 

The  committee  recognizes  that  the  existing  reasonable  cost  approach 
of  the  medicare  program  has  created  certain  difficulties  for  extended 
care  facilities.  It  is  aware  that  complaints  have  been  voiced  about 
the  complexity  of  medicare  cost-finding  and  recordkeeping  require- 
ments and  that  problems  might  result  from  the  standpoint  of  effective 
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financial  management  because  of  the  facility's  failure  to  know  in 
advance  the  actual  payments  that  will  be  received.  The  committee 
is  also  cognizant  of  the  fact  that  the  existing  reimbursement  formula, 
as  applied,  with  its  retrospective  adjustment  provision,  may  offer 
little  or  no  incentive  to  contain  costs  or  to  control  the  type  and  extent 
of  services  furnished  since  actual  costs  incurred  are  almost  always 
reimbursed. 

On  the  other  hand,  under  the  medicaid  program  States  generally 
establish  (in  advance)  per  diem  or  monthly  rates  for  patients  receiving 
skilled  nursing  care.  These  facilities  generally  know  in  advance  the  in- 
come they  can  expect  to  derive  from  services  furnished  to  eligible 
patients  and  this  knowledge  probably  contributes  to  more  effective 
budgeting  and  planning. 

The  type  of  facility,  requirements  for  participation,  and  range  of 
services  provided,  do  not  differ  substantially  as  between  a  fully 
qualified  extended  care  facility  in  medicare  and  a  fully  qualified 
skilled  nursing  home  in  medicaid. 

The  committee  bill,  therefore,  authorizes  the  Secretary  to  apply, 
in  establishing  reasonable  cost  payments  for  extended  care  facilities 
for  any  State  (on  a  total,  class,  size,  or  other  appropriate  basis)  the 
rates  developed  in  the  State  under  medicaid  for  basic  reimbursement 
of  skilled  nursing  care,  provided  he  finds,  based  upon  information 
and  data  supplied  by  a  State,  that  such  rates  are  reasonably  related 
to  the  costs  of  care  (room,  board,  routine  nursing  and  other  routine 
services)  in  facilities  generally  comparable  to  those  participating  in 
medicare. 

The  committee  recognizes  that  various  types  of  reimbursement 
methods  developed  hj  States  under  medicaid  might  be  found  to 
satisfy  the  above  requirement  where  they  are  based  upon  estimates 
(through  sampling  or  other  techniques)  of  the  costs  of  skilled  nursing 
care  in  comparable  facilities.  For  example,  although  frequently  a  single 
or  overall  State  rate  of  reimbursement  for  skilled  nursing  care  covered 
by  medicaid  is  established,  in  some  States  varying  rates  of  reimburse- 
ment are  established  for  different  categories  of  institutions  or  for 
different  classes  of  patients.  In  other  States,  actual  costs  are  reim- 
bursed subject  to  certain  maximum  limitations.  In  each  of  these 
the  State  rates  may  or  may  not  be  reasonably  related  to  the  cost  of 
services  in  groups  of  facilities  participating  in  medicare. 

AVliere  a  State's  basic  rates  of  reimbursement  for  skilled  nursing 
care  under  medicaid  are  predicated  upon  analyses  of  costs  for  care  in 
such  facilities  and  the  Secretary  is  satisfied  that  the  analyses  under- 
taken by  the  State  adequately  reflect  the  reasonable  costs  of  care, 
reimbursement  for  posthospital  extended  care  under  medicare 
should  be  based  upon  or  limited  to  the  same  rates  of  payment.  The 
criterion  to  be  applied  by  the  Secretary  is  that  the  State's  rates  of 
payment  be  appropriately  related  to  reasonable  costs.  The  Secretary 
would  be  permitted  to  adjust  a  rate  where  aippropriate,  to  reimburse 
for  specific  factors  related  to  medicare  requirements  (such  as  be'd 
availability,  type  of  occupancy  covered,  any  additional  administrative 
costs)  which  are  not  considered  by  the  State  or  included  in  the  compu- 
tation of  its  medicaid  rates.  Such  adjustments  would  be  distilled  into 
a  percentage  factor  (not  in  excess  of  10  percent)  so  as  to  simplify 
reimbursement.  Thus,  conceivably,  where  facilities  in  a  State  demon- 


146 


strate  to  the  Secretary  and  the  State  advises  that  medicaid  in  that 
State  compensates  on  a  basis  of  more  patients  in  a  room  than  does 
medicare  or  does  not  include  payment  for  a  service  covered  by  medi- 
care, he  might  reimburse  such  institutions  on  the  basis  of  the  medicaid 
rate  plus  a  percentage  adjustment.  These  percentage  adjustments 
should  be  made  on  a  geographic  basis  or  on  the  basis  of  classes  of 
facilities  and  not  on  an  institution-by-institution  basis. 

Where  a  skilled  nursing  facility  is  a  distinct  part  of,  or  directly 
operated  by  a  hospital,  reimbursement  would  be  made  for  care  in  such 
facilities  in  the  same  manner  as  is  applicable  to  the  hospital's  costs. 
Where  a  skilled  nursing  facility  functions  in  a  close  formal  medical 
satellite  relationship  with  a  hospital  (which  would  be  defined  in  regu- 
lations of  the  Secretary)  reimbursement  would  be  made  on  the  basis 
of  costs  not  to  exceed  150  percent  of  the  adjusted  medicaid  rates  of 
payment  (if  the  Secretary  applies  such  rates  to  medicare  facilities  in 
that  State)  for  care  in  that  facility  (or  comparable  facility). 

This  approach  avoids  substantial  auditing  and  cost-finding  ex- 
pense and  provides  a  means  of  making  equitable  adjustments  where 
appropriate. 

A  facility  located  in  a  State  whose  medicaid  rates  of  reimbursement 
for  skilled  nursing  care  are  not  adopted  by  the  Secretary  on  a  total, 
class,  size,  or  other  appropriate  basis  applicable  to  that  facility  will 
continue  to  be  reimbursed  under  normal  medicare  methods. 

The  amendment  would  be  effective  with  respect  to  accounting 
periods  beginning  on  or  after  July  1,  1971. 

Provide  for  Reasonable  Approval  of  Rural  Hospitals 

(Sec.  242  of  the  bill) 

According  to  policy  established  by  the  Social  Security  Administra- 
tion, a  hospital  or  extended  care  facility  is  certified  for  participation 
in  medicare  if  it  is  in  full  compliance  (meets  all  the  requirements  of 
the  Social  Security  Act  and  is  in  accordance  with  all  regulatory  re- 
quirements for  participation),  or  if  it  is  in  ''substantial"  compliance 
(meets  all  the  statutory  requirements  and  the  most  important  regu- 
latory conditions  for  participation).  Thus,  while  an  institution  may 
be  deficient  with  respect  to  one  or  more  standards  of  participation,  it 
may  still  be  found  to  be  in  substantial  compliance,  if  the  deficiencies 
do  not  represent  a  hazard  to  patient  health  or  safety,  and  efforts  are 
being  made  to  correct  the  deficiencies. 

It  has  been  recognized  that  there  is  a  need  to  assure  continuing 
availability  of  medicare-covered  institutional  care  in  rural  areas, 
many  of  which  may  have  only  one  hospital,  without  jeopardizing  the 
health  and  safety  of  patients.  To  achieve  this  objective,  the  approach 
has  been  adopted  by  Social  Security  of  certifying  ''access"  hospitals 
while  documenting  their  deficiencies  and  requiring  upgrading  of  plant 
and  staff.  State  agencies  have  also  been  required  to  provide  consulta- 
tion and  assistance  to  these  facilities  in  an  effort  to  help  them  achieve 
compliance  with  the  standards.  Certain  "access"  hospitals,  to  the 
extent  that  they  arc  capable,  have  succeeded  in  overcoming  deficien- 
cies; however,  other  hospitals  have  not  demonstrated  sufficient  willing- 
ness to  take  the  steps  necessary  to  correct  deficiencies  and  have  instead 
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been  willing  to  continue  as  '^access"  hospitals  with  all  the  limitations 
in  quality  care  that  this  status  entails.  In  other  areas,  some  rural 
hospitals  despite  good  faith  efforts  have  been  unable  to  secure  required 
personnel  or  otherwise  comply. 

To  deal  with  the  dilemma  created  by  the  need  to  assure  the  avail- 
ability of  hospital  services  of  adequate  quality  in  rural  areas  and  the 
fact  that  existing  shortages  of  qualified  nursing  personnel  generally 
make  it  difficult  for  some  rural  hospitals  to  meet  the  nursing  staff 
requirements  of  present  law,  the  committee's  bill  would  authorize 
the  Secretary,  under  certain  conditions,  to  waive  the  requirement 
that  an  access  hospital  have  registered  professional  nurses  on  duty 
around  the  clock.  This  requirement  could  be  waived  only  if  the 
Secretary  finds  that  the  hospital: 

(a)  has  a  registered  nurse  at  least  on  the  daytime  shift  and  has 
made  and  is  continuing  to  make  a  bona  fide  effort  to  comply  with 
the  registered  nursing  staff  requirement  with  respect  to  other 
shifts  (which,  in  the  absence  of  an  R.N.,  are  covered  by  licensed 
practical  nurses)  but  is  unable  to  employ  the  qualified  personnel 
necessary  because  of  nursing  personnel  shortages  in  the  area;  and 

(b)  is  located  in  an  isolated  geographical  area  in  which  hospital 
facilities  are  in  short  supply  and  the  closest  other  facilities  are 
not  readily  accessible  to  people  of  the  area;  and 

(c)  nonparticipation  of  the  ''access"  hospital  would  seriously 
reduce  the  availability  of  hospital  services  to  medicare  bene- 
ficiaries residing  in  the  area. 

Under  the  provision,  the  Secretary  would  regularly  review  the  situ- 
ation with  respect  to  each  hospital,  and  the  waiver  would  be  granted 
on  an  annual  basis  for  not  more  than  a  one-year  period.  The  waiver 
authority  would  be  applicable  only  with  respect  to  the  nursing  staff 
requirement;  no  waiver  authority  would  be  provided  under  the 
amendment  with  respect  to  any  other  conditions  of  participation 
relating  to  health  and  safety. 

The  proposed  waiver  authority  would  expire  December  31,  1975. 

Intermediate  Care  Facilities 
(Sees.  243  and  269  of  the  bill) 

In  order  to  provide  a  less  costly  institutional  alternative  to  skilled 
nursing  home  care,  the  committee  and  the  Congress  approved  in  1967 
an  amendment  to  title  XI  of  the  Social  Security  Act  which  authorized 
Federal  matching  for  a  new  classification  of  care  provided  in  ''inter- 
mediate care  facilities."  The  provision  was  intended  to  provide  a 
means  for  appropriate  placement  of  patients  professionally  determined 
to  be  in  need  of  health-related  supportive  institutional  care  but  not 
care  at  the  skilled  nursing  home,  or  mental  hospital  level. 

The  intermediate  care  benefit  was  not  intended  to  cover  care  which 
was  essentially  resident al  or  boarding  home  in  nature.  It  was  not 
intended  to  provide  a  refuge  for  substandard  nursing  homes  which 
would  not  or  could  not  meet  medicaid  standards.  It  was  not  intended 
as  a  placement  device  whereby  States  could  reduce  costs  through 
wholesale  and  indiscriminate  transfer  of  patients  from  skilled  nursing 
homes  to  intermediate  care  without  careful  and  independent  medical 
review  of  each  patient's  health  care  needs. 
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Many  thousands  of  patients  are  in  skilled  nursina:  homes  who  do  not 
need  that  level  of  care,  according  to  recent  General  Accounting  Office 
and  HEW  audit  reports.  Thousands  of  those  people  are  in  skilled 
nursing  homes  because  their  States  have  not  as  yet  established  inter- 
mediate care  programs. 

The  committee  has  therefore,  included  an  amendment  to  clarify 
congressional  intent  with  respect  to  intermediate  care  and  to  make 
such  care,  Avhere  appropriate,  more  generally  available  as  an  alter- 
native to  costlier  skilled  nursing  home  or  hospital  care. 

The  committee  amendment  is  designed  to  make  it  clear  that  inter- 
mediate care  coverage  is  for  persons  with  health-related  conditions  who 
require  care  beyond  residential  care  or  boarding  home  care,  and  who, 
in  the  absence  of  intermediate  care  would  require  placement  in  a 
skilled  nursing  home  or  mental  hospital. 

The  committee  amendment  would  require  an  intermediate  care 
facility  to  have  at  least  one  full-time  licensed  practical  nurse  on  its 
staff  and  to  meet  such  other  standards,  prescribed  by  the  Secretary, 
as  are  deemed  necessary  to  assist  in  meeting  the  needs  of  the  types  of 
patients  expected  to  be  placed  in  such  institutions. 

The  amendment  also  provides  for  the  transfer  of  the  intermediate 
care  provisions  from  title  XI  of  the  Social  Security  Act  to  title  XIX 
(medicaid).  This  action  will  enable  the  medically  indigent,  presently 
ineligible  for  intermediate  care,  to  receive  such  care  when  it  has  been 
determined  as  appropriate  to  their  health  care  needs.  This  change 
should  also  serve  to  end  the  practice,  in  some  States,  of  keeping 
medically  indigent  patients  in  skilled  nursing  homes  where  they 
could  more  appropriately  be  cared  for  in  intermediate  care  facilities. 
Such  States  do  so  because,  under  present  law.  Federal  matching 
funds  are  available  toward  the  costs  of  skilled  nursing  home  care 
provided  medically  indigent  persons  but  not  for  care  of  those  people 
in  intermediate  care  facilities. 

The  committee  amendment  would  also  authorize  Federal  matching 
under  medicaid  for  care  of  the  mentally  retarded  in  public  institutions 
which  are  classified  as  intermediate  care  facilities.  Matching  would  be 
available  only  in  a  properly  qualified  institution  meeting  standards 
(in  addition  to  those  required  of  an  ICF)  established  by  the  Depart- 
ment for  mentally  retarded  persons  (other  than  those  primarily 
receiving  custodial  care)  receiving  an  active  program  of  health- 
related  treatment  or  rehabilitation.  States  would  not  be  eligible  for 
the  additional  Federal  matching  funds  unless  they  maintained  the 
level  of  State  and  local  funds  expended  for  care  of  the  mentally 
retarded.  The  purpose  here  is  to  improve  medical  care  and  treatment 
of  the  mentally  retarded  rather  than  to  simply  substitute  Federal 
dollars  for  State  dollars. 

The  committee  agrees  with  the  House  of  Ilei:)resentatives  that  in- 
termediate care  is  by  definition  less  extensive  than  skilled  nursing 
home  care  and  that  the  cost  of  intermediate  care  should  generally  be 
significantly  less  per  diem  than  skilled  nursing  home  care  in  the  amc 
area. 

In  view  of  the  rapidly  increasing  expenditures  for  intermediate 
care  and  in  view  of  the  extension  of  intermediate  care  to  the  medically- 
indigent,  the  committee  has  added  another  provision  to  its  amend- 
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ment  requiring  regular  independent  professional  review  of  patients 
in  intermediate  care  facilities.  Teams,  headed  by  either  a  physician 
or  a  registered  nurse,  would  regularly  review,  on  site,  the  nature  of 
the  care  required  and  provided  to  each  intermediate  care  recipient. 
That  review  would  be  undertaken  on  a  patient-by-patient  basis  and 
may  not  be  performed  at  a  distance  or  without  reference  to  the 
specific  circumstances  of  the  individual  patient. 

The  committee  reiterates  the  concern  it  has  previously  expressed 
with  respect  to  the  failure  of  many  States  to  properly  undertake  the 
independent  medical  audit  of  skilled  nursing  home  and  mental 
hospital  patients  to  assure  that  each  patient  for  whom  Federal  funds 
is  provided  is  in  the  right  place  at  the  right  time  receiving  the  right 
care.  This  shortcoming  among  the  States  has  characterized  placement 
and  review  of  intermediate  care  patients  heretofore.  Each  skilled 
nursing  home,  each  mental  hospital  patient,  and  each  intermediate 
care  patient  must  be  individually  reviewed  by  an  independent  team 
to  assure  proper  placement.  Wholesale  and  general  review  lor  purposes 
of  what  is  virtually  cursory  compliance  with  Federal  requirements 
must  not  be  permitted  by  the  Department  of  Health,  Education,  and 
Welfare.  Where  such  independent  audits  and  other  utilization  review 
requirements  are  not  properly  carried  out,  the  committee  expects 
that  the  Secretary  wil),  in  accordance  with  section  225  of  the  bill, 
promptly  act  to  reduce  Federal  matching  rates  toward  costs  of  the 
institutional  care  involved  until  proper  compliance  is  forthcoming 
from  a  State. 

The  amendment  is  effective  July  1, 1971. 

Direct  Laboratory  Billing  of  Patients 
(Sec.  244  of  the  bill) 

Payment  under  medicare  for  low  cost  diagnostic  laboratory  tests 
covered  under  the  supplementary  medical  insurance  program  presents 
a  problem  when  patients  are  billed  directly  for  such  services  by  the 
laboratory  and  assign  their  claims  for  medicare  payment  of  a  portion 
of  the  cost  of  the  laboratory.  The  problem  is  that  the  cost  of  collection 
of  an  individual  bill  is  large  compared  with  the  amount  of  the  bill, 
particularly  with  respect  to  collection  of  the  coinsurance  portion.  For 
example,  where  a  bill  for  a  laboratory  service  is  $1.50,  medicare  will 
pay  only  80  percent,  or  $1.20,  and  the  laboratory  must  bill  the  patient 
for  the  30  cents  coinsurance  for  which  he  is  responsible.  The  cost  to 
the  laboratory  may  exceed  30  cents,  a  situation  which  might  result 
in  the  laboratory  raising  its  fee  for  such  service  to  $2.00,  so  that  it 
could  collect  its  full  charge  from  medicare  without  billing  the  patient. 

The  committee  therefore  added  a  provision  to  the  House  bill,  with 
respect  to  diagnostic  laboratory  tests  for  which  payment  is  to  be  made 
to  the  laboratory,  so  that  the  Secretary  be  authorized  to  negotiate 
a  payment  rate  with  the  laboratory  which  would  be  considered  the  full 
charge  for  such  tests,  for  which  reimbursement  would  be  made  at  100 
percent  of  such  negotiated  rate.  However,  such  negotiated  rate  would 
be  limited  to  an  amount  not  to  exceed  the  total  payment  that  would 
have  been  made  in  the  absence  of  such  rate. 

The  amendment  is  effective  upon  enactment. 
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Professional  Standards  Review  Organization 
(Sec.  245  of  the  bill) 
introduction 

According  to  the  most  recent  estimates  the  costs  of  the  medicare 
hospital  insurance  program  will  overrun  the  estimates  made  in  1967, 
by  $216  billion  over  a  25-year  period.  The  monthly  premium  costs  for 
part  B  of  medicare — doctors'  bills — rose  from  a  total  of  $6  monthly 
per  person  on  July  1,  1966,  to  $10.60  per  person  on  July  1,  1970. 
Medicaid  costs  are  also  rising  at  similar  precipitous  rates. 

The  rapidly  increasing  costs  of  these  programs  are  attributable  to 
two  factors.  One  of  these  is  an  increase  in  the  unit  cost  of  services 
such  as  physicians'  visits,  surgical  procedures,  and  hospital  days.  The 
House  bill  contains  a  number  of  desirable  provisions  which  the  Com- 
mittee on  Finance  believes  will  be  successful  in  helping  to  moderate 
these  unit  costs. 

The  second  factor  which  is  responsible  for  the  increase  in  the  costs 
of  the  medicare  and  medicaid  programs  is  an  increase  in  the  number  of 
services  provided  to  beneficiaries.  The  Committee  on  Finance  has 
focused  its  attention  on  methods  of  assuring  proper  utilization  of  these 
services.  The  committee  feels  that  utilization  controls  are  particularly 
important  in  light  of  the  hearings  conducted  by  the  Subcommittee 
on  medicare  and  medicaid.  A  number  of  witnesses  testified  that  a 
significant  number  of  the  health  services  provided  under  medicare 
and  medicaid  are  in  excess  of  those  which  would  be  found  medically 
necessary.  In  view  of  the  per  diem  costs  of  hospital  and  nursing  home 
care,  and  the  costs  of  medical  and  surgical  procedures,  the  economic 
impact  of  this  overutilization  becomes  extremely  significant.  Aside 
from  its  economic  impact  the  committee  is  also  concerned  about 
the  effect  of  overutilization  on  the  health  of  the  aged  and  the  poor. 
Unnecessary  hospitalization  and  unnecessary  surgery  are  not  con- 
sistent Avith  proper  health  care. 

REVIEW  OF  present  UTILIZATION  CONTROLS 

The  committee  has  found  that  present  utilization  review  require- 
ments and  activities  are  not  adequate. 

Under  present  law,  utilization  review  by  physician  staff  committees 
in  hospitals  and  extended  care  facilities  and  claims  review  by  medicare 
carriers  and  intermediaries  is  required.  These  processes  have  a  num- 
ber of  inherent  defects.  Review  activities  are  not  coordinated  between 
medicare  and  medicaid.  Present  processes  do  not  provide  for  an  inte- 
grated review  of  all  covered  institutional  and  noninstitutional  services 
which  a  beneficiary  may  receive.  The  reviews  are  not  based  upon 
adequately  developed  norms  of  care.  Additionally,  there  is  insufficient 
professional  participation,  in,  and  support  of,  claims  review  by  carriers 
and  intermediaries  and  consequently  there  is  only  limited  acceptance 
of  their  review  activities.  With  respect  to  the  quality  of  care  ])rovided, 
only  institutional  services  are  subject  to  quality  control  under  medi- 
care, and  then  only  indirectly  through  the  application  of  conditions  of 
participation. 
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Under  present  law,  each  hospital  and  extended  care  facility  must 
have  a  utilization  review  plan  covering  services  provided  to  medicare 
patients  which  provides  for  review,  on  a  sample  or  other  basis,  of 
admissions,  duration  of  stays,  and  the  professional  services  furnished. 
The  review  is  to  include  consideration  as  to  the  medical  necessity 
of  the  services  and  the  efficient  use  of  health  facilities  and  services. 
The  utilization  review  is  undertaken  by  either  (1)  a  group,  including 
at  least  two  physicians,  organized  within  the  institution  or  (2)  a 
group  (including  at  least  two  physicians)  organized  by  a  local  medical 
society  or  other  group  approved  by  the  Secretary  of  Health,  Education, 
and  Welfare.  The  statute  provides  also  that  the  utilization  review 
group  must  be  organized  as  in  (2)  above,  if  the  institution  is  small  or 
for  such  other  good  reasons  as  may  be  included  in  regulations.  The 
utilization  review  group  must  also  review  long-stay  cases  and  inform 
those  concerned  (including  the  attending  physician)  when  it  deter- 
mines that  hospitalization  or  extended  care  is  no  longer  medically 
necessary. 

The  Finance  Committee  and  the  Ways  and  Means  Committee 
stressed  in  1965  that  these  requirements,  if  effectively  carried  out, 
would  discourage  improper  and  unnecessary  utilization.  The  Finance 
Committee  Report  (S.  Kept.  404,  pt.  I,  89th  Cong.,  p.  47)  stated: 

The  committee  is  particularly  concerned  that  the  utiliza- 
tion and  review  function  is  carried  out  in  a  manner  which 
protects  the  patients  while  at  the  same  time  making  certain 
that  they  remain  in  the  hospital  only  so  long  as  is  necessary, 
and  that  ever}^  effort  be  made  to  move  them  from  the 
hospital  to  other  facilities  which  can  provide  less  expensive, 
but  equal,  care  to  meet  their  current  medical  needs. 

The  detailed  information  which  the  committee  has  collected  and 
developed  indicates  clearly  that  utilization  review  activities  have, 
generally  speaking,  been  of  a  token  nature  and  ineffective  as  a  curb 
to  unnecessary  use  of  institutional  care  and  services.  Utilization 
review  in  medicare  can  be  characterized  as  more  form  than  substance. 
The  present  situation  has  been  aptly  described  b}^  a  State  medical 
society  in  these  words: 

Where  hospital  beds  are  in  short  supply,  utilization  review 
is  fully  effective.  Where  there  is  no  pressure  on  the  hospital 
beds,  utilization  review  is  less  intense  and  often  token. 

Based  on  a  sample  of  hospitals  conducted  in  the  middle  of  1968,  the 
Social  Security  Administration  found: 

(1)  Ten  percent  of  the  hospitals  were  not  conducting  a  review  of 
extended-stay  cases. 

(2)  Forty-seven  percent  of  hospitals  were  not  reviewing  any 
sample  of  admissions  (a  basic  statutory  requirement) . 

(3)  Forty-two  percent  of  hospitals  did  not  even  maintain  an 
abstract  of  the  medical  record  or  other  summary  form  which 
could  provide  a  basis  for  evaluating  utilization  by  diagnosis  or 
other  common  factor. 

In  one  State,  the  health  agency  conducted  a  detailed  program 
review  in  November  1968.  Their  findings  were  that  half  of  the  hospitals 
and  all  of  the  extended-care  facilities  failed  to  perform  any  sample 
review  of  cases  which  were  not  in  the  long-stay  category  (a  statutory 
requirement) . 
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The  current  statute  places  upon  the  intermediary  as  well  as  the  State 
health  agency  responsibility  for  assuring  that  participating  hospitals 
and  extended-care  facilities  effectively  perform  utilization  review. 

Available  data  indicates  that  in  many  cases  intermediaries  have  not 
been  performing  these  functions,  despite  the  fact  that  the  Secretary 
may  not,  under  the  law,  make  agreements  with  an  intermediary  who 
is  unwilling,  or  unable,  to  assist  providers  of  services  with  utilization 
review  functions. 

Apart  from  the  problems  experienced  in  connection  with  their 
determinations  of  ''reasonable"  charges,  the  performance  of  the 
carriers  responsible  for  payment  for  physicians'  services  under  medi- 
care has  also  varied  widely  in  terms  of  evaluating  the  medical  necessity 
and  appropriateness  of  such  services.  Moreover,  ever  since  medicare 
began,  physicians  have  expressed  resentment  that  their  medical 
determinations  are  challenged  by  insurance  company  personnel.  The 
committee  has  concluded  that  the  present  system  of  assuring  proper 
utilization  of  institutional  and  physicians'  services  is  basically  in- 
adequate. The  blame  must  be  shared  between  failings  in  the  statutory 
requirements  and  the  willingness  and  capacity  of  those  responsible  for 
implementing  what  is  required  by  present  law. 

There  is  no  question,  however,  that  the  Government  has  a  respon- 
sibility to  establish  mechanisms  capable  of  assuring  effective  utilization 
review.  Its  responsibility  is  to  the  millions  of  persons  dependent  upon 
medicare  and  medicaid,  to  the  taxpayers  who  bear  the  burden  of 
billions  of  dollars  in  annual  program  costs,  and  to  the  health  care 
system. 

In  light  of  the  shortcomings  outlined  above,  the  committee  feels 
that  the  critically  important  utilization  review  process  must  be  re- 
structured and  made  more  effective  through  substantially  increased 
professional  participation. 

The  committee  believes  that  the  review  process  must  be  based  on 
the  premise  that  only  physicians  can  judge  whether  services  ordered 
by  other  physicians  are  necessary.  The  committee  is  aware  of  increas- 
ing instances  of  criticism  directed  at  the  use  of  insurance  company 
personnel  and  Government  employees  in  reviewing  the  medical  necessity 
of  services. 

The  committee  generally  agrees  with  the  principles  of  ''peer  revicAv" 
enunciated  in  the  report  of  the  President's  Health  Manpower  Com- 
mission, issued  in  November  1967.  That  report  stated: 

Peer  review  should  be  performed  at  the  local  level  Avith 
professional  societies  acting  as  sponsors  and  supervisors. 

Assurance  must  be  provided  that  the  evaluation  groups 
perform  their  tasks  in  an  impartial  and  effective  manner. 

Emphasis  should  be  placed  on  assuring  high  quality  of 
performance  and  on  discovering  and  preventing  unsatis- 
factory performance. 

The  more  objective  the  quality  evaluation  procedures, 
the  more  effective  the  review  bodies  can  be.  To  enable  greater 
objectivity,  there  should  be  a  substantial  program  of  re- 
search to  develop  improved  criteria  for  evaluation,  data 
collection  methods,  and  techniques  of  analysis.^ 


>  Report  of  the  Health  Manpower  Commission,  November  1967,  p.  48. 
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THE  COMMITTEE  PROVISION 

The  committee  has  provided  for  a  review  mechanism  through  which 
practicing  physicians  can  assume  full  responsibility  for  reviewing  the 
utilization  of  services.  The  committee's  review  mechanism  would  at 
the  same  time  contain  numerous  safeguards  intended  to  fully  protect 
the  public  interest. 

The  committee  provision  would  establish  broadly  based  review 
organizations  with  responsibility  for  the  review  of  both  institutional 
and  outpatient  services,  as  opposed  to  the  present  fragmented  review 
responsibilities. 

The  new  review  organizations  w^ould  be  large  enough  to  take  full 
advantage  of  rapidly  evolving  computer  technology,  and  to  minimize 
the  inherent  conflicts  of  interest  which  have  been  partially  responsible 
for  the  failure  of  the  smaller  institutionally  based  review  organizations. 
The  review  process  would  be  made  more  sophisticated  through  the  use 
of  professionally  developed  regional  norms  of  care  as  guidelines  for 
review  activities,  as  opposed  to  the  present  usage  of  arbitrarily 
determined  checkpoints.  The  present  review  process,  without  norms, 
becomes  a  long  series  of  episodic  case-by-case  analyses  on  a  subjective 
basis  which  fail  to  take  into  account  in  a  systematic  fashion  the 
experience  gained  through  past  reviews.  The  committee  believes 
that  the  goals  of  the  review  process  can  be  better  achieved  through 
the  use  of  norms  which  reflect  prior  review  experience. 

The  committee's  bill  provides  specifically  for  the  establishment  of 
independent  professional  standards  review  organizations  (PSRO's) 
formed  by  organizations  representing  substantial  numbers  of  practic- 
ing physicians  in  local  areas  to  assume  responsibility  for  the  review 
of  services  (but  not  payments)  provided  through  the  medicare  and 
medicaid  programs.  The  Department  of  Health,  Education,  and 
Welfare  endorses  this  change  in  law. 

Recognizing  the  problem,  on  their  own,  a  number  of  medical  socie- 
ties and  other  health  care  organizations  have  already  sponsored  similar 
types  of  mechanisms  for  purposes  of  undertaking  unified  and  coordi- 
nated review  of  the  total  range  of  health  care  provided  patients. 
Additional  medical  societies  are  proceeding  to  set  up  such  organiza- 
tions (usually  called  foundations). 

However,  in  most  parts  of  the  country,  new  organizations  would 
need  to  be  developed. 

The  committee  would  stress  that  physicians — preferably  through 
organizations  sponsored  by  their  local  associations — should  assume 
responsibility  for  the  professional  review  activities.  Medicine,  as  a 
profession,  should  accept  the  task  of  advising  the  individual  physician 
where  his  pattern  of  practice  indicates  that  he  is  overutilizing  hospital 
or  nursing  home  services,  overtreating  his  patients,  or  performing 
unnecessary  surgery. 

It  is  preferable  and  appropriate  that  organizations  of  professionals 
undertake  review  of  members  of  their  profession  rather  than  for 
Government  to  assume  that  role.  The  inquiry  of  the  committee  into 
medicare  and  medicaid  indicates  that  Government  is  ill  equipped  to 
assure  adequate  utilization  review.  Indeed,  in  the  committee's  opinion, 
Governrnent  should  not  have  to  review  medical  determinations  unless 
the  medical  profession  evidences  an  unwillingness  to  properly  assume 
the  task. 
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But,  the  committee  does  not  intend  any  abdication  of  public 
responsibility  or  accountability  in  recommending  the  professional  | 
standards  review  organizations  approach.  While  persuaded  that  com- 
prehensive review  through  a  unified  mechanism  is  necessary  and  that 
it  should  be  done  through  usage,  Avherever  possible  and  wherever  ^ 
feasible,  of  medical  organizations,  the  committee  would  not  preclude  | 
other  arrangements  being  made  by  the  Secretary  of  Health,  Education, 
and  Welfare  where  medical  organizations  are  unwilling  or  unable  to  I 
assume  the  required  work  or  where  such  organizations  function  not  as 
an  effective  professional  effort  to  assure  proper  utilization  and  quality 
of  care  but  rather  as  a  token  buffer  designed  to  create  an  illusion  of 
professional  concern. 

In  a  number  of  areas  of  the  country,  carriers  and  intermediaries — 
even  though  their  activity  is  limited  to  retrospective  review — are  ' 
doing  a  reasonably  effective  job  of  controlling  overutilization  and 
unnecessary  utilization  of  health  care  services.  Such  efforts  should 
not  be  terminated  in  any  area  until  such  time  as  a  professional  I 
standards  review  organization  has  satisfactorily  demonstrated  the  1 
willingness,  operational  capacity,  and  performance  to  effectively 
supplant  and  improve  upon  existing  review  work.  Even  where  the 
PSRO  becomes  the  paramount  review  organization,  the  existing 
review,  if  it  is  eflftcient  and  effective,  should  not  be  dismantled,  if 
the  PSRO  can  benefit  by  utilizing  its  experience  and  services.  ' 

Additionally,  the  committee  was  impressed  with  the  scope  and 
results  of  the  review  activity  and  quality  control  efforts  of  the  New 
York  City  Department  of  Health  with  respect  to  medicaid.  While 
professional  standards  review  organizations  should  be  given  priority  i 
in  undertaking  review  responsibility,  the  present  activities  of  the  New 
York  City  Department  of  Health,  and  similar  public  agencies  should  \ 
not  be  terminated,  or  otherwise  limited,  until  such  time  as  pro-  i 
fessional  standards   review  mechanisms  are  functioning  at  least 
equally  as  effectively  as  those  of  the  public  agencies.  Again,  to  the 
extent  the  PSRO  and  the  medicare  program  can  benefit  from  utilizing  g| 
the  services  of  such  an  organization,  the  PSRO  would  be  empowered  1 
to  continue  its  effectiveness.  j 

ESTABLISHMENT  OF  PSRO'S  | 

The  amendment  requires  the  Secretary  of  HEW,  following  consulta- 
tion with  national.  State  and  local,  public  and  private  medical  care 
organizations,  and  medical  societies,  to  tentatively  designate  PSRO 
areas  throughout  the  country  by  January  1,  1972.  In  smaller  or  more 
sparsely  populated  States,  the  designations  would  probably  be  on  a 
statewide  basis.  Each  area,  defined  in  geographic  or  medical  service 
area  terms,  would  generally  include  a  minimum  of  300  practicing 
physicians^ — in  many  cases  substantially  more  than  that  number. 
Because  of  the  minimum  number  of  physicians  required — intended 
to  assure  broad,  diverse,  and  objective  representation — it  is  expected 
that  there  will  be  many  multicounty  PSRO  areas. 

Tentative  area  designations  could  be  modified  if,  as  the  system  was 
placed  into  operation,  changes  seemed  desirable.  The  Secretary  would 
provide  prototype  plans  of  organization  and  operation  to  prospective 
PSRO's  in  each  area.  The  prototypes  would  be  developed  in  consulta- 
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tion  with  proposed  PSRO's  and  with  various  organizations  presently 
operating  comprehensive  review  mechanisms  as  well  as  national,  State 
and  local,  private  and  public,  health  organizations. 

Priority  in  designation  as  a  PSRO  would  be  given  to  organizations 
established  at  local  levels  representing  substantial  numbers  of  prac- 
ticing physicians  who  are  willing  and  believed  capable  of  progressively 
assuming  responsibility  for  overall  continuing  review  of  institutional 
and  outpatient  care  and  services.  Local  sponsorship  and  operation 
should  help  engender  confidence  in  the  familiarity  of  the  review  group 
with  norms  of  medical  practice  in  the  area  as  well  as  in  their  knowledge 
of  available  health  care  resources  and  facilities.  Furthermore,  to  the 
extent  that  review  is  employed  today,  it  is  usually  at  the  local  level. 
To  be  approved,  a  PSRO  applicant  must  provide  for  the  broadest 
possible  involvement,  as  reviewers  on  a  rotating  basis,  of  physicians 
engaged  in  all  types  of  practice  in  an  area  such  as  solo,  group,  hospital, 
medical  school,  and  so  forth. 

Participation  in  a  PSRO  should  be  voluntary  and  open  to  every 
physician  in  the  area.  Existing  organizations  of  physicians  should  be 
encouraged  to  take  the  lead  in  urging  all  their  members  to  participate 
but  no  physician  should  be  barred  from  participation  because  he  is 
or  is  not  a  member  of  any  organized  medical  group  or  be  required  to 
join  any  such  group  or  pay  dues  or  their  equivalent  for  the  privilege 
of  becoming  a  member  of  any  PSRO  nor  should  there  be  any  dis- 
crimination in  assignments  to  perform  PSRO  duties  based  on  mem- 
bership or  non-membership  in  any  such  organized  group  of  physicians. 

Physician  organizations  or  groupings  would  be  completely  free  to 
undertake  or  to  decline  assumption  of  the  responsibilities  of  organizing 
a  PSRO.  If  they  decline,  the  Secretary  would  be  empowered  to  seek 
alternative  applicants  from  among  other  medical  organizations.  State 
and  local  health  departments,  medical  schools,  and  failing  all  else, 
carriers  and  intermediaries  or  other  health  insurers.  In  no  case,  how- 
ever, could  any  organization  be  designated  as  a  PSRO  which  did  not  have 
professional  medical  competence.  And,  in  no  case  could  any  final  adverse 
determinations  by  a  PSRO  with  respect  to  the  conduct  or  provision  of 
care  by  a  physician  be  made  by  anyone  except  another  qualified 
physician. 

PSRO  physicians  engaged  in  the  review  of  the  medical  necessity  for 
hospital  care  and  justification  of  need  for  continued  hospital  care  must 
be  active  hospital  staff  members.  The  purpose  here  is  to  assure  that 
only  doctors  knowledgeable  in  the  provision  and  practice  of  hospital 
care  will  review  such  care.  To  the  maximum  extent  feasible,  it  is 
intended  that  a  physician  not  be  involved  in  the  review  of  care  for 
the  PSRO  which  was  provided  in  a  hospital  where  he  has  active  staff 
privileges  (except  to  the  extent  of  his  involvement  with  '^in-house" 
review^  acceptable  to  the  PSRO). 

The  committee  expects  that  the  Secretary  of  HEW  will  provide 
every  possible  assistance  to  the  PSRO's.  The  Department  would  be 
required  to  develop  prototype  review  plans  and  would  be  expected 
to  provide  assistance  and  encouragement  in  the  development  of 
acceptable  review  plans.  Proposals  submitted  to  the  Secretary  by 
prospective  PSRO's  would  be  made  available,  on  request,  to  appro- 
priate concerned  organizations  and  individuals  who,  in  turn,  would 
be  free  to  submit  to  the  Secretary  such  comments  on  the  proposal  as 
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might  assist  his  evaluation  of  the  prospective  PSKO.  The  Department 
would  also  be  required  to  develop  the  capacity  to  evaluate  the  potential 
of  review  plans  proposed  by  organizations  throughout  the  country,  and 
with  the  assistance  and  advice  of  the  National  Professional  Standards 
Review  Council,  to  monitor  on  a  regular  and  continuing  basis  the 
performance  of  the  organizations  selected  through  the  use  of  statistical 
comparisons  and  other  means  of  evaluation. 

The  committee  recognizes  that  proper  administration  of  this  pro- 
vision will  involve  substantial  administrative  effort  and  expense. 
However,  over  the  long  run,  the  PSRO  provision,  properly  imple- 
mented, should  result  in  substantial  reductions  in  program  costs. 
The  Secretary  is  expected  to  take  such  administrative  steps  and  pro- 
vide all  necessary  assistance  and  cooperation  to  assure  that  no  PSRO 
fails  because  it  does  not  have  the  means  or  information  required  to 
perform  adequately. 

CONDITIONAL  STATUS  OF  PSRO's 

A  qualified  PSRO  applicant  would  be  approved  on  a  conditional 
basis  for  a  period  of  approximately  2  years  during  which  it  would 
develop  and  expand  its  review  activities  and  capacity.  During  the 
conditional  period,  existing  medicare  and  medicaid  review  operations 
would  also  continue  so  as  to  provide  backup  and  standby  capacity  in 
the  event  a  PSRO  encounters  difficulties  or  is  terminated.  At  the  end 
of  the  conditional  period,  where  the  PSRO  has  satisfactorily  demon- 
strated its  effectiveness  in  review,  the  Secretary  would  have  authority 
to  waive  any  other  professional  review  requirements  imposed  under 
the  law  and  regulations. 

Medicare  and  medicaid  claims-paying  agencies  would  be  expected 
to  abide  by  final  decisions  of  the  PSRO  during  this  trial  period. 
Placing  reliance  on  the  PSRO  decision  during  the  trial  period 
is  necessary  to  permit  an  accurate  appraisal  of  the  effectiveness 
with  which  the  conditionally  approved  PSRO's  could  be  expected  to 
exercise  the  review  function  in  the  absence  of  concurrent  review  by 
others. 

As  noted,  once  an  organization  is  accepted  as  a  PSRO  the  Secretary 
would  regularly  evaluate  its  performance  using  statistical  comparison 
and  other  means  of  evaluation  including  the  findings  and  recommenda- 
tions of  the  statewide  and  national  professional  standards  review 
councils  established  under  the  amendment.  Where  performance  of  an 
organization  was  determined  to  be  unsatisfactory,  and  timely  efforts 
to  bring  about  its  improvement  failed,  the  Secretary  could  terminate 
its  participation  after  appropriate  notice  and  opportunity  for  admin- 
istrative hearing.  A  finding,  for  example,  that  one  PSRO  was  accepting 
without  question  substantial  numbers  of  requests  Avhich  other  appar- 
ently well-run  PSRO's  were  generally  investigating  and  denying  would 
be  expected  to  result  in  termination  of  the  agreement  with  the  former 
PSRO  unless  the  situation  is  justified  by  factors  related  to  medical 
necessity  or  unless  reasonable  action  to  correct  the  problem  is  under- 
taken. 

The  committee  anticipates  that  })rofessional  standards  review  orga- 
nizations will  function  in  effective  and  dedicated  fashion  under  the 
guidance  of  concerned  physicians.  In  instances  where  there  might  be 
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only  nominal  or  half  hearted  performance,  it  would  be  expected  that 
necessary  remedial  action  would  be  promptly  taken  through  the  initia- 
tive of  the  medical  profession  and,  failing  that,  by  the  Secretary  of 
Health,  Education,  and  Welfare. 

If  the  Secretary  found  it  necessary  to  replace  a  review  organization, 
as  a  first  step  he  would  consult  with  other  review  organizations  in  the 
State  involved  as  well  as  with  the  State  medical  society  to  determine 
whether  another  local  organization  or  an  organization  sponsored  by 
the  State  society  itself  was  willing  and  capable  of  undertaking  review 
responsibility  in  the  geographic  area  concerned.  In  the  event  that  such 
was  not  the  case,  he  could  then  contract  with  State  or  local  health 
departments  or  employ  other  suitable  professional  means  of  assuring 
the  necessary  review  activity  in  the  area. 

KESPONSIBILITIES  OF  A  PSRO 

A  professional  standards  review  organization  would  have  the  re- 
sponsibility of  determining — for  purposes  of  eligibility  for  medicare 
and  medicaid  reimbursement — whether  care  and  services  provided 
were :  first,  medically  necessary,  and  second,  provided  in  accordance 
with  professional  standards.  Additionally,  the  PSRO  where  medically 
appropriate,  would  encourage  the  attending  physician  to  utilize  less 
costly  alternative  sites  and  modes  of  treatment.  The  PSRO  would  not 
be  involved  with  questions  concerning  the  reasonableness  of  charges 
or  costs  or  methods  of  payment  nor  would  it  be  concerned  with  internal 
questions  relating  to  matters  of  managerial  efficiency  in  hospitals  or 
nursing  homes  except  to  the  extent  that  such  questions  substantially 
affect  patterns  of  utilization.  The  PSRO's  responsibilities  are  confined 
to  evaluating  the  appropriateness  of  medical  determinations  so  that 
medicare  and  medicaid  payments  will  be  made  only  for  medically 
necessary  services  which  are  provided  in  accordance  with  professional 
standards  of  care. 

The  local  professional  standards  review  organization  would  be  pri- 
marily responsible  for  review  of  all  medicare  and  medicaid  services 
rendered  or  ordered  by  physicians  in  its  area.  The  purpose  of  the  provi- 
sion is  to  establish  a  unified  review  mechanism  for  all  health  care 
services  under  the  aegis  of  the  principal  element  in  the  health  care 
equation,  the  physician.  Christian  Science  practice,  however,  would 
not  be  encompassed  in  the  overall  review  and  review  arrangements 
required  of  a  PSRO. 

In  carrying  out  its  responsibilities  the  PSRO  would  be  required  to 
regularly  review  provider  and  practitioner  profiles  of  care  and  service 
(that  is,  the  patterns  of  services  delivered  to  medicare  and  medicaid 
beneficiaries  by  individual  health  care  practitioners  and  institutions) 
and  other  data  to  evaluate  the  necessity,  quality,  and  appropriateness 
of  services  for  which  payment  may  be  made  under  the  medicare  and 
medicaid  programs. 

The  PSRO  would  be  expected  to  analyze  the  pattern  of  services 
rendered  or  ordered  by  individual  practitioners  and  providers  and  to 
concentrate  its  attention  on  situations  in  which  unnecessary,  sub- 
standard, or  inappropriate  services  seem  most  likely  to  exist  or  occur. 
Emphasis  in  review  efforts  would  be  related  to  the  results  expected  to 
be  achieved  by  these  efforts  so  that  the  net  advantage  from  the  review 
time  would  be  maximized. 
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The  Secretary  would  be  responsible  for  determining  the  most  effi- 
cient means  of  developing  the  profiles  of  services  and  other  necessary 
data  required. 

A  PSRO  would  have  authority  to  approve  the  medical  necessity  of 
all  elective  hospital  admissions  in  advance — solely  for  the  purpose  of 
determining  whether  medicare  or  medicaid  will  pay  for  the  care.  The 
PSRO  would  be  authorized  to  acknowledge  and  accept,  in  whole  or 
in  part,  an  individual  hospital's  own  review  of  admissions  and  need 
for  continued  care,  on  a  hospital-by-hospital  basis,  where  it  has  deter- 
mined that  a  hospital's  '^in-house"  review  is  effective.  It  is  expected 
that  where  such  ''in-house"  review  is  effective  this  authority  would 
be  exercised  by  the  PSRO.  Similarly,  a  Professional  Standards  Review 
Organization  would  be  authorized  to  acknowledge  and  accept  for  its 
purposes,  review  activities  of  local  medical  societies,  or  other  medical 
organizations,  including  those  internal  review  activities  of  comprehen- 
sive prepaid  group  practice  programs  such  as  the  Kaiser  Health  plans 
and  the  Health  Insurance  Plan  (H.I. P.)  in  New  York.  In  order  to 
assure  the  broadest  possible  participation  in  PSRO  activities  by  phy- 
sicians in  an  area,  it  is  expected  that  internal  review  activities  will 
not  be  accepted  by  a  PSRO  where  the  physicians  of  the  institution  or 
medical  organization  concerned  do  not  participate  in  the  overall  review 
activities  conducted  by  the  PSRO.  Thus  an  institution  or  medical 
organization  which  is  carrying  out  effective  review  would  bring  its 
desirable  expertise  to  the  benefit  of  the  entire  community,  to  the  ex- 
tent that  the  Professional  Standards  Review  Organization  finds  those 
review  activities  and  experience  effectively  assist  in  fulfilling  its  over- 
all responsibilities. 

The  purpose  here  is  to  build  upon  and  encourage  improvement  in 
existing  systems  of  review  to  the  extent  those  systems  are  capable  of 
assisting  in  fulfilling  the  overall  responsibilities  of  a  PSRO.  Thus 
effective  review  mechanisms  would  be  recognized  and  encouraged  by 
the  PSRO.  Of  course,  PSRO's  would  use  this  authority  carefully.  In- 
discriminate acceptance  of  hospital  and  other  review  activities  would 
undoubtedly  be  reflected  in  an  overall  poor  performance  rating  when 
a  PSRO  was  measured  against  other  PSRO's  operating  in  careful 
fashion.  A  poor  rating  could,  in  turn,  lead  to  termination  and  replace- 
ment of  the  negligent  PSRO.  Where  advance  approval  was  required 
and  provision  of  services  was  disapproved  in  advance  of  admission 
by  tlie  PSRO,  payment  for  the  services  could  not  be  made  under 
medicare  or  medicaid  (unless  the  disapjDroval  was  reversed  in  the 
course  of  reconsideration,  hearing,  or  court  review).  In  case  of  advance 
review  the  institution  and  the  patient  alike  would  know  in  advance 
whether  medicare  will  pay  for  the  health  care  services  being  contem- 
plated although  denial  of  certification  for  admission  would  not  bar 
admission  of  any  patient  to  an  institution  if  his  physician  desires  to 
admit  him  and  if  the  institution  accepts  his  admission.  In  this  regard, 
medicare  parallels  private  health  insurance  where  a  private  policy 
issuer  might  determine  that  the  care  proposed  or  rendered  was  not 
reimbursable  under  the  terms  of  the  policy.  In  such  cases,  the  provider 
or  practitioner  looks  to  the  policyholder  for  payment  directly. 

Where  advance  approval  by  the  review  organizations  for  institu- 
tional admission  was  required  and  provision  of  the  services  was 
approved  by  the  PSRO,  such  approval  would  provide  the  basis  for  a 


159 


presumption  of  medical  necessity  for  purposes  of  medicare  and  medic- 
aid benefit  payments.  However,  advance  approval  of  institutional 
admission  would  not  preclude  a  retroactive  finding  that  ancillary 
services  (not  specifically  approved  in  advance)  provided  during  the 
covered  stay  were  excessive. 

The  PSRO,  where  it  has  not  accepted  in-house  review  in  a  given 
hospital  as  adequate,  would  be  responsible  for  reviewing  certifications 
of  need  for  continued  hospital  care  beyond  professionally  determined 
regional  norms  directly  related  to  patients'  age  and  diagnoses,  using 
criteria  such  as  the  types  of  data  developed  by  the  Commission  on 
Professional  and  Hospital  Activities,  which  is  sponsored  by  the  Ameri- 
can Hospital  Association,  the  American  College  of  Physicians,  and  the 
American  College  of  Surgeons.  It  is  expected  that  such  certification 
would  generally  be  required  not  later  than  the  point  where  50  percent 
of  patients  with  similar  diagnoses  and  in  the  same  age  groups  have 
usually  been  discharged.  However,  it  is  recognized  that  there  are 
situations  in  which  such  stays  for  certain  diagnoses  may  be  quite 
short  in  duration.  In  such  situations  the  PSRO  might  decide  against 
requiring  certification  at  or  before  the  expiration  of  the  period  of 
usual  lengths  of  stay  on  the  grounds  that  the  certification  would  be 
unproductive;  for  example,  when  the  usual  duration  of  stay  is  two  days 
or  less.  Certification  on  the  first  day  of  stay  might  yield  no  significant 
advantage  in  the  review  process. 

This  professionally  determined  time  of  certification  of  need  for 
continued  care  is  a  logical  checkpoint  for  the  attending  physician  and 
is  not  to  be  construed  as  a  barrier  to  further  necessary  hospital  care. 
Neither  should  the  use  of  norms  as  checkpoints,  nor  any  other  activity 
of  the  PSRO,  be  used  to  stifle  innovative  medical  practice  or  pro- 
cedures. The  intent  is  not  conformism  in  medical  practice — the  objec- 
tive is  reasonableness. 

PSRO  disapproval  of  the  medical  necessity  for  continued  hospital 
care  beyond  the  norm  for  that  diagnosis  will  not  mean  that  the 
physician  miist  discharge  his  patient.  The  physician's  avithority  to 
decide  the  date  of  discharge  as  well  as  whether  his  patient  should  be 
admitted  in  the  first  place  cannot  be  and  are  not  taken  from  him  by 
the  PSRO.  The  review  responsibility  of  the  PSRO  is  to  determine 
whether  the  care  should  be  paid  for  by  medicare  and  medicaid.  By 
making  this  determination  in  advance  the  patient,  the  institution,  and 
the  physician  will  all  be  forewarned  of  the  desirability  of  making 
alternative  plans  for  financing  the  care  being  contemplated. 

OPERATION  OF  A  PSRO 

It  is  expected  that  a  PSRO  would  operate  in  a  manner  which 

conserves  and  maximizes  the  productivity  of  physician  review  time 
without  unduly  imposing  on  his  principal  function,  the  provision  of 
health  care  services  to  his  own  patients.  One  way  to  conserve  physi- 
cian review  time  is  through  automated  screening  of  claims  by  com- 
puters and  other  devices  used  in  the  claims  process  carried  out  under 
specifications  set  forth  by  the  PSRO.  Another  way  to  conserve 
physician  time  would  be  through  the  use  of  other  qualified  personnel 
such  as  registered  nurses  who  could,  under  the  direction  and  control 
of  PSRO  physicians,  aid  in  assuring  effective  and  timely  review. 
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And  as  already  pointed  out,  a  third  is  by  utilizing  the  services  of 
active  and  conscientious  utilization  review  committees  in  hospitals 
and  in  local  medical  organizations. 

It  is  expected  that  the  Secretary  mil  develop  necessary  procedures 
for  coordination  between  medicaid  agencies,  medicare  carriers  and 
intermediaries  and  the  PSEO's.  The  profiles  presently  maintained 
under  existing  regulations  by  the  State  agencies,  carriers  and  inter- 
mediaries would  be  made  available  to  the  PSRO's.  Following  com- 
pletion of  the  conditional  period  of  PSRO  designation  the  Secre- 
tary would  be  authorized  to  waive  any  control  or  review  activity 
required  by  law  which  he  determines  to  be  unnecessary  in  view  of  the 
review  and  control  activities  assumed  by  and  effectively  performed  by 
a  PSRO.  Thus,  the  PSRO  activity  would  be  fitted  into  the  medicare- 
medicaid  process  with  an  eye  to  efficiency  in  the  system. 

Existing  medical  organizations,  such  as  the  San  Joaquin  and 
Sacramento  Medical  Foundations  in  California,  and  others  have 
developed  patient  and  practitioner  profile  forms  and  approval  certifica- 
tion methods  which  may  provide  the  bases  for  development  of  uniform 
data  gathering  and  review  procedures  capable  of  being  employed  in 
many  areas  of  the  Nation.  The  committee  expects  that  the  Secretary 
in  conjunction  with  various  medical  and  other  organizations,  would 
assist  the  local  professional  standards  review  organizations  through 
providing  them  with  model  operational  guides,  forms  and  methodology 
descriptions.  To  the  greatest  extent  possible,  standardized  forms  and 
procedures  should  be  utilized  by  the  local  review  organizations.  Of 
course,  this  approach  would  not  preclude  acceptable  modification  and 
adaptation  to  meet  local  circumstances,  but  basic  formats  should  be 
established  for  national  usage  and  basic  comparable  data  for  inter- 
PS  RO  comparisons  should  be  developed. 

It  is  expected  that  economical  and  efficient  computer  and  other 
resources  already  existing  in  carriers  and  intermediaries  would  be 
utilized  to  the  greatest  extent  feasible  and  that  operations  would  be 
consolidated  and  coordinated  wherever  possible.  In  a  similar  fashion, 
the  PSRO  should  use  the  established  communication  channels  of 
State  and  local  medical  associations  to  keep  practicing  physicians 
fully  informed  of  review  activities. 

The  committee  would  stress  that  the  approach  reconomended  does 
not  envisage  Blue  Cross  or  Blue  Shield  or  other  insurance  organiza- 
tions or  hospital  or  medical  association  review  committees,  assum- 
ing the  review  responsibilities  for  the  professional  standards  review 
organizations.  Where  Blue  Cross  or  Blue  Shield  or  other  insurers, 
or  agencies  have  existing  computer  capacity  capable  of  producing 
the  necessary  patient,  practitioner,  and  provide  profiles  on  an  ongoing 
expeditious  and  economical  basis,  it  would  certainly  be  appropriate 
to  employ  that  capacity  as  a  basic  tool  for  the  professional  standards 
review  organizations;  but  that  mechanism  would  be  employed  es- 
sentially to  feed  computer  printouts  to  the  review  organizations  which 
would  be  responsible  for  their  evaluation.  The  responsibility  for 
handling  requests  for  such  prior  approval  of  hospital  admissions, 
elective  procedures  and  services  as  might  be  required,  as  well  as 
the  administrative  mechanism  for  processing  such  requests,  would 
lie  with  the  professional  standards  review  organizations. 
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It  is  expected  that  PSRO's  would  make  specific  arrangements  with 
groups  representing  substantial  numbers  of  dentists  for  necessary 
review  of  dental  services. 

PSRO's  would  be  authorized  to  retain  and  consult  with  other  types 
of  health  care  practitioners  to  assist  in  reviewing  services  Avhich  their 
fellow  practitioners  provide.  In  the  event  it  was  not  feasible  or  appro- 
priate to  undertake  review  arrangements  with  such  a  group,  arrange- 
ments may  be  made  with  a  qualified  practitioner  for  necessary  review 
referrals.  However,  physicians  should  not  be  precluded — in  fact  they 
should  be  encouraged — to  participate  in  the  review  of  services  ordered 
by  physicians  but  rendered  by  other  health  care  practitioners.  For 
example,  physical  therapists  may  be  utilized  in  the  review  of  physical 
therapy  services,  but  physicians  should  determine  whether  the  services 
should  have  been  ordered.  The  PSRO  would  be  responsible  for  seeing 
to  it  that  any  arrangement  it  made  was  carried  out  effectively. 

Expenses  reasonably  and  necessarily  incurred  by  the  PSRO's, 
statewide  councils  and  advisory  groups  and  the  national  council 
would  be  borne  by  the  Federal  Government.  Since  overutiHzation  of 
health  services  is  not  restricted  to  medicare  and  medicaid  but  affects 
private  health  insurance  as  well,  the  PSRO  would  be  at  liberty  to 
provide  its  review  services  to  private  health  insurers  provided  the 
additional  review  efforts  do  not  deteriorate  the  quality  of  the  medicare- 
medicaid  reviews.  In  such  a  case,  there  would  be  a  proportionate 
allocation  of  costs  between  medicare,  medicaid,  and  others  served  by 
the  review  organization. 

Employees  of  the  PSRO  would  be  selected  by  the  organization  and 
would  not  be  Government  employees.  Where  the  Federal  Government 
has  paid  for  or  supplied  necessary  equipment  to  the  review  organiza- 
tions, title  to  such  property  would  remain  with  the  Government. 

A  PSRO  agTeement  would  include  provision  for  orderly  transfer 
of  medicare  and  medicaid  records,  data  and  other  materials  developed 
during  the  trial  period  to  the  Secretary  or  such  successor  organization 
as  he  might  designate  in  the  event  of  termination  of  the  initial  agree- 
ment. Such  transfer  would  involve  only  those  records  pertinent  to 
medicare  and  medicaid  patients  and  would  be  made  solely  for  pur- 
poses of  permitting  orderly  continuity  of  review  activities  by  a 
successor  PSRO. 

SANCTIONS  AND  LIABILITY 

It  is  anticipated  that  in  those  areas  where  professional  standards 
review  organizations  function  effectively,  the  need  for  sanctions  will 
be  minimal.  However,  sanctions  are  provided  under  the  amendment 
to  deter  improper  activity. 

On  the  basis  of  its  investigations  of  situations  of  possible  abuse 
identified  in  its  own  review  or  referred  to  it  by  the  Secretary  or  his 
administrative  agents,  the  PSRO  would  (after  reasonable  notice  and 
opportunity  for  discussion  with  the  practitioner  or  provider  involved) 
recommend  to  the  Secretary  appropriate  action  against  persons 
responsible  for  gross  or  continued  overuse  of  services,  for  use  of 
services  in  an  unnecessarily  costly  manner,  or  for  inadequate  quality 
of  services  and  would  act  to  the  extent  of  its  authority  and  influence 
to  correct  improper  activities. 
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In  determining  responsibility  for  overuse  of  services,  uneconomical 
use  of  services  or  the  provision  of  substandard  services,  the  PSRO 
would  take  into  account  actual  ability  of  the  provider  or  physician 
to  control  the  activities  in  question. 

Where  a  review  organization  finds  that  voluntary  and  educational 
efforts  fail  to  correct  or  remedy  an  improper  situation  with  respect 
to  a  practitioner  or  provider,  it  would  transmit  its  recommendations 
concerning  sanctions  through  the  statewide  council  to  the  Secretary 
of  HEW.  Protective  appeals  procedures  are  afforded  to  those  against 
whom  sanctions  have  been  recommended.  Where  he  receives  such  a 
recommendation,  the  Secretary  could  terminate  or  suspend  medicare 
and  medicaid  payment  for  the  services  of  the  practitioner  or  provider 
involved,  or  assess  an  amount  reasonably  related  to  the  excessive  costs 
to  the  programs  deriving  from  the  acts  or  conduct  involved — but  not 
to  exceed  $5,000  against  persons  or  institutions  found  to  be  at  fault. 
In  such  cases  the  practitioner  or  provider  Avould  be  granted  a  hearing 
by  the  Secretary  on  request  and  could  seek  judicial  review  of  the  final 
determination  of  the  Secretary. 

The  amendment  provides  protection  from  civil  liability  for  those 
engaged  in  required  review  activities,  or  who  provide  information  to 
PSRO's  in  good  faith,  for  actions  taken  in  the  proper  performance 
of  these  duties.  Activities  taken  with  malice  toward  a  practitioner  or 
institution,  or  group  of  practitioners  would  not  be  considered  action 
taken  in  the  proper  performance  of  these  duties.  In  addition,  physi- 
cians, providers,  and  others  involved  in  the  delivery  of  care,  would  be 
exempt  from  civil  liability  arising  from  adherence  to  the  recommenda- 
tions of  the  review  organization  provided  they  exercise  due  care  in  the 
performance  of  their  functions.  The  intention  of  this  provision  in  the 
amendment  is  to  remove  any  inhibition  to  proper  exercise  of  PSRO 
functions,  or  the  following  by  practitioners  and  providers,  of  standards 
and  norms  recommended  by  the  review  organization. 

Thus,  a  physician  following  practices  which  fall  within  the  scope 
of  those  recommended  by  a  PSRO  would  not  be  liable,  in  the  absence 
of  negligence  in  other  respects  for  having  done  so. 

Failure  to  order  or  provide  care  in  accordance  with  the  norms  em- 
ployed by  the  PSRO  is  not  intended  to  create  a  legal  presumption  of 
liability. 

The  exemptions  from  civil  liability  would  apply  to  a  range  of 
l)atterns  which  fall  within  the  scope  of  the  norm,  to  the  extent  that 
such  a  range  is  considered  acceptable  by  the  PSRO  in  accordance  with 
regulations  of  the  Secretary.  For  example,  the  usual  length  of  stay  for  a 
given  illness  might  be  six  days,  but  an  individual  practitioner  might 
only  hospitalize  his  patient  for  four  days.  In  this  case  the  doctor 
might  be  motivated  to  keep  his  patient  in  the  hospital  for  an  extra 
two  days  to  assure  himself  of  exemption  from  liability.  However,  as 
described  above,  the  PSRO  could  approve  a  range  of  norms,  each  of 
which  was  considered  medically  acceptable  by  the  PSRO  which  could 
encompass  a  hospital  stay  of  four  days  as  being  sufficient.  It  is  not 
intended,  however,  that  this  protection  preclude  the  liability  of  any 
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person  who  is  negrhVent  in  performins:  PvSRO  functions  or  who  mis- 
applies or  causes  to  be  misapphed  the  professional  standards  promul- 
gated bv  a  review  organization. 

A  physician  or  provider  should  not  be  relieved  of  responsibility 
where  standards  or  norms  are  followed  in  an  inappropriate  manner 
or  where  an  incorrect  recommendation  by  the  PSRO  is  induced 
throug:h  provision  of  erroneous  or  incomplete  information. 

Objective  and  impartial  review  must  be  provided  by  a  professional 
standards  review  organization  if  it  is  to  be  effective  and  respected. 
Malice,  vendettas,  or  other  arbitrary  and  discriminatory  practices  or 
policies  are  by  definition  "nonprofessional,"  and  in  the  unlikely  event 
of  such  occurrences  the  Secretary  of  Health,  Education,  and  Welfare 
is  expected  to  promptly  act  to  terminate  the  contract  with  the 
organization  involved  unless  it  immediately  undertakes  voluntary 
corrective  measures. 

STATE  AND  NATIONAL  ORGANIZATIONS 

Under  the  amendment  statewide  professional  standards  review 
councils  (and  an  advisory  group  to  each  council)  would  be  established 
in  States  which  have  three  or  more  PSRO's.  A  council  would  consist 
of  one  representative  from  each  PSRO,  two  physicians  designated 
by  the  State  medical  society,  two  physicians  designated  by  the  State 
hospital  association,  and  four  persons,  knowledgeable  in  health  care, 
selected  by  the  Secretary  as  public  representatives.  Two  of  the  public 
representatives  would  be  selected  from  nominees  recommended  by  the 
Governor  of  the  State. 

A  statewide  council  would  serve  to  coordinate  the  activities  of  the 
PSRO's  within  the  State,  disseminate  information  and  other  data  to 
them  and  review  the  overall  effectiveness  of  each  of  the  PSRO's 
operations.  The  council  would  be  advised  and  assisted  in  its  activities 
by  an  advisory  group  consisting  of  representatives  of  health  care 
practitioners  (other  than  physicians)  and  health  care  institutions. 

Completing  the  structure,  a  national  professional  standards  re- 
view council  would  be  established.  That  council  would  consist  of  11 
physicians  of  recognized  standing  and  distinction  in  the  review  of 
medical  practice  who  would  be  appointed  by  the  Secretary.  A  majority 
of  the  members  would  be  selected  from  nominees  of  national  organiza- 
tions representing  practicing  physicians.  The  council  would  also  in- 
clude physicians  nominated  by  consumer  groups  and  other  health  care 
interests  such  as  hospitals.  The  national  council  would  arrange  for  the 
collection  and  distribution  of  data  and  other  information  useful  to  the 
statewide  and  local  professional  standards  review  organizations;  par- 
ticularly, norms  of  care  employed  in  various  geographic  or  medical 
service  areas  and  various  methods  of  utilizing  and  applying  those 
norms.  The  national  council  would  also  report  regularly  to  the  Secre- 
tary and  to  the  Congress  on  the  overall  and  area-by-area  effectiveness 
of  the  review  program  and  offer  such  recommendations  as  it  might 
have  for  improvement  of  the  program. 

DEMONSTRATION  OF  PSRO  UNDERWRITING 

The  committee  amendment  authorizes  the  Secretary  on  a  demon- 
stration basis  to  enter  into  agreements  with  willing  PSRO's  to  test  the 

i 


164 


feasibility  and  potential  economies  which  might  be  gained  through 
allowing  PSRO's  to  underwrite  and  assume  responsibility  for  payment 
for  medicare  and  medicaid  claims.  These  demonstrations  are  worthy 
of  trial;  the  arrangements  are  such  that  physicians  involved  would 
have  economic  incentives  to  practice  efficiently  and  effectively.  In  a 
demonstration  program,  a  PSRO  would  undertake  responsibility  for 
review  and  the  arranging  of  payment  for  all  care  and  services  for 
which  beneficiaries  or  recipients  in  its  geographic  area  were  eligible. 
The  PSRO  could  be  reimbursed  on  a  capitation,  prepayment,  insured, 
or  related  basis.  Contracts  would  be  entered  into  on  a  1-year  renewable 
incentive  basis. 

ROLE  OF  THE  INSPECTOR  GENERAL 

Properly  established  and  properly  implemented  throughout  the 
Nation,  professional  standards  review  mechanisms  can  help  relieve 
the  tremendous  strain  which  soaring  health  costs  are  placing  upon  the 
entire  population.  Emphasis,  wherever  possible,  upon  the  provision  of 
necessary  care  on  an  outpatient  rather  than  inpatient  basis  could 
operate  to  reduce  need  for  new  construction  of  costly  hospital  facilities. 
Hospital  bed  need  would  be  further  reduced  by  reductions  in  lengths 
of  hospital  stay  and  avoidance  of  admission  for  unnecessary  or 
avoidable  hospitalization. 

To  be  effective,  the  Professional  Standards  Review  Organization 
provisions  will  require  full  and  forthright  implementation.  Equivoca- 
tion, hesitance,  and  half-hearted  compliance  will  negate  the  intended 
results  from  delegation,  with  appropriate  public  interest  safeguards, 
of  primary  responsibility  for  professional  review  to  nongovernmental 
physicians.  For  these  reasons,  the  committee  expects  that,  the  In- 
spector General  for  Health  Administration  (whose  office  is  estab- 
lished under  another  amendment)  will  give  special  attention  to  mon- 
itoring and  observing  the  establishment  and  operation  of  the  pro- 
fessional standards  review  organizations  to  assure  conformance  and 
compliance  with  congressional  intent. 

Proficiency  Testing  for  Health  Personnel 
(Sec.  264  of  the  bill) 

Under  present  law,  the  Secretary  establishes  various  health  and 
safety  criteria  as  conditions  for  the  participation  of  providers  of  service 
in  the  medicare  program.  In  setting  these  standaids  it  is  necessary  to 
establish  criteria  for  judging  the  professional  competency  and  qualifica- 
tions of  key  personnel  in  these  health  facilities.  Medicare  and  medicaid 
regulations  have  relied  heavily  on  formal  training  courses  and  profes- 
sional society  membership  in  judging  professional  competency. 

In  the  report  of  this  committee  on  the  Social  Security  Amendments 
of  1967,  (H.  R.  12080)  the  committee  agreed  with  the  Secretary  that 
appropriate  criteria  as  prima  facie  evidence  of  competence  are  neces- 
sary. However,  the  committee  expressed  concern  that  reliance  solely  on 
specific  formal  education  or  training,  or  membership  in  private  profes- 
sional organizations  might  serve  to  disqualify  people  whose  work 
experience  and  training  might  make  them  equally  or  better  qualified 
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than  those  who  meet  the  existing  requirements.  The  committee 
pointed  out  in  1967  that  failure  to  make  the  fullest  use  of  competent 
health  personnel  was  of  particular  concern  because  of  the  shortage  of 
such  personnel. 

In  1967,  the  committee  recommended  that  the  Secretary  of  Health, 
Education,  and  Welfare  consult  with  appropriate  professional  health 
organizations  and  State  health  agencies  and,  to  the  extent  feasible, 
explore,  develop,  and  apply  appropriate  means — including  testing 
procedures — for  determining  the  proficiency  of  health  care  personnel 
otherwise  disqualified  or  limited  in  responsibility  under  regulations  of 
the  Secretary.  Moreover,  the  committee  instructed  the  Secretary  to 
encourage  and  assist  programs  designed  to  upgrade  the  capabilities  of 
those  not  sufficiently  skilled  to  qualify  initially  but  who  could  perform 
satisfactorily  and  qualify  on  a  proficiency  basis  with  relatively  little 
additional  training. 

However,  despite  that  formal  instruction  and  expectation  of  the 
committee  the  Department  of  Health,  Education,  and  Welfare  has 
since  1967  continued  to  rely  almost  entirely  on  formal  training  and 
professional  society  membership  in  measuring  the  qualifications  of 
health  care  personnel.  The  Department  has  taken  little  or  no  action, 
except  with  respect  to  directors  of  cUnical  laboratories,  in  developing 
proficiency  testing  and  training  courses.  The  personnel  problems 
which  existed  in  1967  and  which  the  committee  sought  to  alleviate, 
have  been  aggravated  as  a  result  of  the  Department's  continued 
inaction. 

The  Medical  Services  Administration  issued  a  ruling  effective  July 
1,  1970,  concerning  licensed  practical  nurses  in  skilled  nursing  homes 
participating  in  medicaid.  Nursing  homes,  according  to  the  ruling, 
must  have  as  charge  nurses  for  each  shift  (other  than  the  day  shift 
which  requires  a  registered  nurse)  a  registered  nurse  or  a  licensed 
practical  nurse,  with  a  degree  from  a  State-accredited  school  or  its 
equivalent.  There  is  an  acute  shortage  of  nursing  personnel,  and  many 
hundreds  of  nursing  homes  have  been  covering  some  shifts  with  "waiv- 
ered"  practical  nurses.  These  are  practical  nurses,  who  do  not  have 
the  required  formal  training,  and  who,  in  many  States,  have  been  li- 
censed on  a  waivered  basis.  Undoubtedly,  a  substantial  proportion  of 
these  practical  nurses  have  years  of  experience  and  are  competent; 
obviously,  other  waivered  practical  nurses  are  not  competent  to 
serve  as  charge  nurses. 

As  noted,  the  Department  of  Health,  Education,  and  Welfare  has 
taken  no  action  since  1967,  in  developing  proficiency  testing  or 

I  short-term  supplemental  training  for  these  personnel,  and  conse- 
quently, many  otherwise  qualified  nursing  homes  are  being,  or  soon 
may  be,  forced  out  of  the  program  because  of  their  inability  to  locate 
a  registered  nurse  or  a  licensed  practical  nurse. 

I  Problems  somewhat  similar  to  those  confronting  waivered  licensed 

1       practical  nurses  exist  with  respect  to  physical  therapists,  medical 

j       technologists,  and  psychiatric  technicians. 

I  The  committee  has,  therefore,  included  an  amendment  which 

I       requires  the  Secretary  to  explore,  develop,  and  apply  appropriate 

means  of  determining  the  proficiency  of  health  personnel  disqualified 
I       or  limited  in  responsibility  under  present  regulations.  The  committee 

expects  that  the  Secretary  will  regularly  report  to  it  and  to  the 
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Committee  on  Ways  and  Means  of  the  House  of  Representatives 
concerning  the  Department's  progress  in  this  area. 

The  committee  would  emphasize  again  its  concern  that  only 
qualified  personnel  be  utilized  in  providing  care  under  medicare  and 
medicaid.  However,  appropriate  methods  and  procedures  are  capable 
of  being  promptly  developed  and  applied  to  determine  qualifications 
and  to  upgrade  skills  to  qualifying  levels.  The  committee  does  not 
advocate  ''grandfathering"  of  poorly  equipped  health  care  personnel 
nor  does  it  advocate  usage  of  arbitrary  and  inflexible  cut-off  standards 
of  qualification  which  rule  out  of  program  participation  many  competent 
personnel. 

Determinations  of  proficiency  will  not  apply  with  respect  to  per- 
sonnel initially  licensed  by  a  State  or  seeking  initial  qualification  as  a 
health  care  person  after  December  31,  1975.  Such  individuals  will  be 
expected  to  meet  appropriate  formal  training  criteria.  But  during  the 
5-year  duration  of  the  program  of  proficiency  determinations,  prospec- 
tive health  care  personnel  and  educational  institutions  should  have 
adequate  time  and  opportunity  to  plan  and  arrange  for  proper  and 
acceptable  training. 

The  amendment  would  be  effective  upon  enactment. 

Inspector-General  for  Health  Administration 
(Sec.  265  of  the  bill) 

Based  upon  its  years  of  inquiry  and  extensive  examination  of  the 
medicare  and  medicaid  programs,  the  committee  found  that  these 
programs  have  suffered  from  the  lack  of  a  dynamic  and  ongoing 
mechanism  with  specific  responsibility  for  continuing  review  of 
medicare  and  medicaid  in  terms  of  the  effectiveness  of  program 
operations  and  compliance  with  congressional  intent. 

While  the  Comptroller  General  and  the  Department  of  Health, 
Education,  and  Welfare's  Audit  Agency  have  done  some  valuable 
and  helpful  work  along  the  above  lines,  there  is  a  pronounced  need  for 
vigorous  day-to-day  and  month-to-month  monitoring  of  these  pro- 
grams, which  now  cost  $15  billion  annually,  conducted  by  a  unit 
relatively  free  of  constant  pressures  from  various  nonpublic  interests 
at  a  level  which  can  promptly  call  the  attention  of  the  Secretary  and 
the  Congress  to  important  problems  and  which  is  charged  with 
authority  to  remedy  such  problems  in  timely,  effective,  and  fully 
responsible  fashion. 

To  achieve  the  above  objectives,  the  committee  has  approved  an 
amendment  which  would  establish  an  Office  of  Inspector  General  for 
Health  Administration  in  the  Department  of  Health,  Education,  and 
Welfare. 

The  responsibilities  and  role  envisaged  for  the  Inspector  General 
for  Health  Administration  are  essentially  patterned  after  the  successful 
approach  employed  in  the  Agency  for  International  Development  and 
the  investigative  and  reporting  responsibilities,  with  respect  to  con- 
gressional requests,  required  of  the  U.S.  Tariff  Commission. 

The  Inspector  General  would  be  provided  with  authority  sufficient 
to  assure  that  medicare  and  medicaid  function  as  Congress  intends. 

He  would  be  appointed  or  reappointed  by  the  President  with  the 
consent  of  the  Senate  for  a  term  of  6  years.  A  Deputy  Inspector 
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General  and  such  additional  personnel  as  are  necessary  to  carry  out 
the  functions  of  the  Inspector  General's  office  are  also  authorized. 

The  Inspector  General  is  to  report  directly  to  the  Secretary  of 
HEW  and  in  carrying  out  his  responsibilities  he  is  not  to  be  under  the 
control  of,  or  subject  to  supervision  by,  any  officer  of  HEW  other  than 
the  Secretary. 

The  Inspector  General  will  have  the  duty  and  responsibility  of 
arranging,  conducting,  or  directing  reviews,  investigations,  inspections, 
and  audits  of  medicare,  medicaid,  and  any  other  programs  of  health 
care  established  under  the  Social  Security  Act  as  he  considers  neces- 
sary for  determining — 

(a)  Efficiency  and  economy  of  administration; 

(b)  Consonance  with  provisions  of  law;  and 

(c)  The  attainment  of  the  objectives  and  purposes  for  which 
the  provisions  of  law  were  enacted. 

He  will  be  required  to  maintain  continuous  observation  and  review 
of  the  programs  to  determine  the  extent  to  which  they  comply  with 
applicable  laws  and  regulations  and  to  evaluate  the  extent  to  which 
the  programs  attain  the  legislative  objectives  and  purposes.  The 
Inspector  General  is  to  make  recommendations  for  correction  of 
deficiencies  or  for  improving  the  organization,  plans,  procedures,  or 
administration  of  the  health  care  programs. 

In  carrying  out  his  duties,  the  Inspector  General  will  have  access 
to  all  records,  reports,  audits,  reviews,  documents,  papers,  recom- 
mendations, or  other  material  of  or  available  to  the  Department  of 
Health,  Education,  and  Welfare  which  relate  to  the  health  care 
programs.  The  head  of  any  Federal  department,  agency,  bureau, 
office,  et  cetera,  would  also,  upon  his  request,  provide  any  information 
which  the  Inspector  General  determines  would  assist  in  the  carrying 
out  of  his  responsibilities. 

The  Inspector  General  will  have  authority  to  suspend  any  regula- 
tion, practice,  or  procedure  employed  in  the  administration  of  any  of 
the  health  care  programs  if  he  determines  (as  a  result  of  any  study, 
investigation,  review,  or  audit)  that  the  suspension  will  promote 
efficiency  and  economy  in  the  administration  of  the  program,  or  that 
the  regulation,  practice,  or  procedure  involved  is  contrary  to  or  does 
not  carry  out  the  objectives  and  purposes  of  applicable  provisions  of 
law.  Any  suspension  would  remain  in  effect  until  an  order  or  reinstate- 
ment was  issued  by  the  Inspector  General  except  that  the  Secretary 
might,  at  any  time  subsequent  to  30  days  after  such  suspension  of  a 
proposed  regulation,  issue  an  order  revoking  the  suspension.  The 
Secretary  might  immediately  revoke  (so  as  to  render  ineffective  and 
inoperative)  any  suspension  ordered  with  respect  to  an  existing 
regulation. 

The  Inspector  General  could  submit  to  the  Committees  on  Ways  and 
Means  and  Finance  such  reports  relating  to  his  activities  as  he  deemed 
appropriate.  He  would,  upon  the  request  of  either  committee  for  any 
information,  study,  or  investigation  relating  to,  or  within  his  responsi- 
bilities, cause  such  information  to  be  furnished  and  such  study  or  inves- 
tigation to  be  undertaken.  When  the  Inspector  General  issued  any 
order  of  suspension  or  reinstatement,  he  would  promptly  notify  the 
Committees  on  Ways  and  Means  of  the  House  of  Representatives  and 
the  Committee  on  Finance  of  the  Senate  of  the  order,  and  submit  to 
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them  information  explaining  the  reasons  for  suspension  or  lifting  of 
suspension.  Where  the  Secretary  terminates  an  order  of  suspension  is- 
sued by  the  Inspector  General  he,  is  required  also  to  submit  an  expla- 
nation of  his  reasons  to  the  two  committees. 

The  Committee  on  Finance  is  convinced  that  this  new  office,  with 
lines  of  communication  direct  to  the  Secretary  of  the  Department 
and  to  the  concerned  committees  of  Congress,  will  make  a  major — 
and  badly  needed — contribution  to  the  efficiency  of  the  massive 
Federal  health  programs  reflected  in  the  medicare  and  medicaid 
statutes.  Armed  as  he  would  be  with  authority  to  suspend  a  regulation, 
practice,  or  procedure  which  he  finds  is  not  in  harmony  with  congres- 
sional intent,  or  which  will,  in  his  considered  opinion,  lead  to  ineffi- 
ciency or  waste,  the  voice  of  the  Inspector  General  will  be  given, 
great  Aveight  in  the  highest  decision  making  councils  of  the  Department. 

Expenses  of  the  Inspector  General  are  authorized  in  such  amounts 
as  are  necessary  to  carry  out  the  purposes  of  the  amendment  with 
the  Secretary  of  HEW  allocating  proportions  of  the  total  amount 
to  the  various  health  care  programs  and  trust  funds  involved. 

The  Inspector  General  may  make  confidential  expenditures  of  up  to 
$50,000  in  any  fiscal  year,  except  that  not  more  than  $2,000  may 
ever  be  paid  with  respect  to  any  one  individual.  He  would  submit  an 
annual  confidential  report  of  any  such  expenditures  to  the  Committee 
on  Finance  and  to  the  Committee  on  Ways  and  Means. 

The  amendment  is  effective  upon  enactment. 

Increase  in  Maximum  Federal  Medicaid  Matching 
FOR  Puerto  Eico 

(Sec.  266  of  the  bill) 

At  present,  Federal  matching  funds  for  Puerto  Rico's  medicaid 
expenditures  are  at  a  rate  of  50  percent,  except  that  the  total  amount 
of  Federal  funds  may  not  exceed  $20  million  in  any  fiscal  year. 

The  committee  believes  that  the  $20  million  Federal  maximum  on 
medicaid  payments  to  Puerto  Rico  should  be  adjusted  to  reflect  the 
rise  in  hospital  and  health  care  costs,  as  well  as  the  increase  in  the 
number  of  persons  eligible  for  medicaid  since  1967,  when  the  ceiling 
and  matching  rate  were  established. 

The  committee  recognizes  the  efforts  made  by  Puerto  Rico  to  pro- 
vide comprehensive  health  care.  Among  the  54  jurisdictions  with 
medicaid  programs,  Puerto  Rico  ranks  13th  in  expenditures  per  in- 
habitant for  medical  assistance.  Because  Puerto  Rico  spends  consider- 
ably more  on  its  medicaid  program  than  the  $20  million  necessary  to 
receive  full  Federal  matching,  the  Federal  share  of  Puerto  Rico's 
title  XIX  program  was  only  about  35  percent  in  fiscal  year  1969. 

The  committee  therefore  provided  that  the  Federal  ceiling  on  title 
XIX  payments  to  Puerto  Rico  be  increased  to  $30  million  effective 
with  fiscal  year  1972  and  fiscal  years  thereafter.  The  50  percent 
Federal  matching  rate  would  remain  unchanged. 
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Eakly  and  Periodic  Diagnosis  and  Screening 
(Sec.  267  of  the  bill) 

Under  section  1905(a)(4)(B)  of  the  Social  Security  Act,  States  are 
required  to  provide  diagnostic  and  screening  services  for  all  medicaid 
eligibles  under  21.  The  committee  has  been  advised  that  the  Depart- 
ment of  Health,  Education,  and  Welfare  has  delayed  issuance  of 
regulations  required  to  implement  the  above  section  because  of  the 
great  cost  which  full  implementation  and  application  of  the  screen- 
ing requirement  would  entail  for  both  the  Federal  and  State  Govern- 
ments. 

The  committee  has  included  an  amendment  under  which  young 
children  eligible  for  medicaid  may  be  given  priority  in  the  provision 
of  periodic  diagnosis  and  screening.  The  Secretary  would  be  au- 
thorized to  establish,  through  regulations,  orderly  priorities  for 
implementation  of  section  1905(a)(4)(B),  giving  initial  priority  in 
the  provision  of  early  and  periodic  diagnosis,  screening  and  treat- 
ment to  young  children  where  States  are  unable  to  provide  these 
services  to  their  entire  eligible  population  under  21. 

The  committee  believes  that  the  establishment  of  priorities  will 
permit  orderly  and  graded  implementation  of  the  requirement  in  all 
States. 

The  amendment  is  effective  upon  enactment. 

Medicaid  Coverage  of  Mentally- III  Children 
(Sec.  268  of  the  bill) 

Under  present  law,  medicaid  payments  for  the  mentally-ill  in  public 
mental  institutions  are  generally  limited  to  persons  age  65  or  over. 

The  committee  amendment  would  authorize  Federal  matching 
under  medicaid  to  also  include  eligible  children,  age  21  or  under, 
receiving  active  care  and  treatment  in  an  accredited  institution  for 
mental  diseases.  The  definitions  of  active  care  and  treatment  and 
accredited  mental  institutions  are  those  applicable  to  psychiatric  insti- 
tutional care  under  the  medicare  program.  An  appropriate  "mainte- 
nance of  effort-'  provision  is  included  to  assure  that  the  new  Federal 
dollars  are  utilized  to  improve  and  expand  treatment  of  mentally-ill 
children. 

The  committee  believes  that  the  nation  cannot  make  a  more  com- 
passionate or  better  investment  in  medicaid  than  this  effort  to  restore 
mentally-ill  children  to  a  point  where  they  may  very  Avell  be  capable 
of  rejoining  and  contributing  to  society  as  active  and  constructive 
citizens. 

The  effective  date  of  the  amendment  is  July  1,  1971. 
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Consultants  for  Extended  Care  Facilities 
(Sec.  270  of  the  bill) 

Among  the  conditions  of  participation  for  extended  care  facilities 
in  the  medicare  program  is  the  requirement  that  these  facilities  retain 
consultants  in  specialty  areas  such  as  the  maintenance  of  medical 
records  and  the  formulation  of  policies  governing  the  provision  of 
dietary  and  social  services.  Reimbursement  is  made  to  each  facility 
only  for  that  portion  of  the  costs  of  the  consultants'  services  repre- 
senting services  provided  to  medicare  patients.  For  example,  if  20 
percent  of  the  patient  days  in  an  extended  care  facility  are  medicare 
and  the  remaining  80  percent  are  medicaid  patient  days,  the  facility 
can  recover  only  20  percent  of  the  costs  of  the  consultants'  services 
from  the  medicare  program.  The  remaining  80  percent  of  the  cost 
must  come  from  the  fixed  per  diem  payment  made  by  the  State  for 
medicaid  patients. 

The  committee  is  aware  that  in  many  parts  of  the  country  con- 
sultants in  these  particular  specialty  areas  are  in  short  supply,  com- 
petition for  their  services  is  intense,  and  the  cost  of  retaining  them  on 
a  per  diem  basis  is  often  prohibitive  for  many  extended  care  facilities. 
In  some  cases,  the  difficulty  encountered  by  an  extended  care  facility 
in  retaining  and  paying  for  a  consultant  is  compounded  by  the  fact 
that  a  large  number  of  the  facility's  patients  are  on  medicaid.  Often 
the  State  has  provided  similar  consultative  services  for  these  medicaid 
patients,  and  no  additional  medicaid  allowance  can  be  made  for  the 
outside  consultants  employed  to  meet  the  medicare  conditions  of 
participation. 

Under  the  committee  bill  those  State  agencies  that  are  able  and 
willing  to  provide  these  specialized  consultative  services  for  medicare 
patients  in  an  extended  care  facility  which  requests  them,  would  be 
authorized  to  do  so,  subject  to  approval  by  the  Secretary.  The  provi- 
sion of  consultative  services  by  the  State  agency  on  this  basis  would 
satisfy  the  medicare  requirements  relating  to  the  use  of  consultants  in 
the  appropriate  specialty  areas.  Payment  by  medicare  would  be  made 
directly  to  the  State  agency  for  the  costs  incurred  in  rendering  the 
consultative  services.  The  State  agency  would  be  authorized  to  limit 
the  availability  of  these  services,  consistent  Avith  its  own  assessment  of 
available  resources  and  needs. 

This  approach  is  in  reality  an  extension  of  present  responsibilities, 
since  State  agencies  have  had  a  consultative  as  well  as  a  certifying  role 
in  medicare. 

The  amendment  should  result  in  lower  costs  to  the  medicare  program 
as  the  consultants  would  be  salaried  employees  of  the  State.  It  should 
also  lead  to  more  effective  use  of  scarce  personnel.  Finally,  determina- 
tion of  compliance  by  a  facility  with  the  required  consultative  services 
would  be  substantially  simplified  through  verification  at  a  single 
source — the  State  agency — rather  than  with  a  multiplicity  of  indi- 
vidual and  scattered  consultants. 

The  amendment  is  effective  upon  enactment. 
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Termination    of    Nursing   Home    Administrator's  Advisory 
Council,  December  31,  1970 

(Sec.  271  of  the  bill) 

The  1967  Social  Security  Amendments  required  State  licensure  of 
nursing  home  administrators.  The  statute  also  established  the  National 
Advisory  Council  on  Nursing  Home  Administration  in  order  to  study, 
develop,  and  advise  the  Secretary  and  the  States  concerning  matters 
relating  to  the  qualifications,  training,  and  other  areas  related  to  a 
proper  program  of  licensure.  The  Council  was  scheduled  to  terminate 
on  December  31,  1971. 

The  committee  has  noted,  however,  that  the  Council  has  essentially 
completed  its  work  and  has  passed  a  resolution  to  that  effect.  There- 
fore, the  committee  included  an  amendment  providing  for  termination 
of  the  National  Advisory  Council  on  Nursing  Home  Administration 
as  of  December  31,  1970.  It  is  expected  that  the  existing  Medical 
Assistance  Advisory  Council  would  assume  responsibility  for  any 
continuing  need  for  advice  and  assistance  with  respect  to  licensing  of 
nursing  home  administrators. 

Maintenance  or  Effort — Medicaid 
(Sec.  272  of  the  bill) 

Pursuant  to  section  1902(d)  of  the  Medicaid  statute  a  State  cannot 
reduce  its  ex;penditures  for  the  State  share  of  medicaid  from  one  year 
to  the  next.  Failure  to  comply  Avith  this  requirement  means  ineligi- 
bility for  Federal  medicaid  matching. 

The  committee  has  been  concerned  about  the  effect  of  section  1902 
(d)  on  States  which  may  be  faced  with  fiscal  crises. 

The  State  of  Missouri  has  a  particularly  immediate  and  urgent 
fiscal  problem  and  is  unable  to  meet  the  1902(d)  requirements. 

Many  needy  people  w^ould  be  denied  necessary  care  in  Missouri  if 
its  medicaid  plan  is  formally  found  out  of  compliance  w^ith  section 
1902(d).  Therefore,  the  committee  amendment  would  exempt  the 
State  of  Missouri  from  the  application  of  section  1902(d)  (1)  retro- 
active to  July  1, 1970. 

Further,  the  committee  believes  that  the  maintenance  of  effort  pro- 
vision in  medicaid  now  functions  as  a  barrier  to  orderly  development 
and  operation  of  State  programs,  and  that  the  States  are  best  able 
to  determine  the  changing  need  of  their  people.  For  these  reasons  the 
committee  has  provided  for  repeal  of  section  1902(d)  upon  enactment. 

Penalties  for  Fraudulent  Acts  and  False  Reporting  Under 
Medicare  and  Medicaid 

(Sec.  273  of  the  bill) 

Under  present  law,  a  false  statement  or  representation  of  a  material 
fact  in  any  application  for  payment  under  social  security  programs 
is  defined  as  a  misdemeanor  and  carries  a  penalty  of  up  to  one  year  of 
imprisonment,  a  fine  of  $1,000,  or  both. 
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The  committee  believes  that  a  specific  provision  defining  acts  sub- 
ject to  penalty  under  the  medicare  and  medicaid  programs  should  be 
included  to  provide  penalties  for  certain  practices  which  have  long 
been  regarded  by  professional  organizations  as  unethical,  as  well  as 
unlawful  in  some  jurisdictions,  and  which  contribute  appreciably  to 
the  cost  of  the  medicare  and  medicaid  programs.  Thus,  under  the 
committee  bill,  the  criminal  penalty  provision  would  include  such 
practices  as  the  soliciting,  offering,  or  accepting  of  kickbacks  or  bribes, 
including  the  rebating  of  a  portion  of  a  fee  or  charge  for  a  patient 
referral,  involving  providers  of  health  care  services.  (Another  amend- 
ment in  title  VI  of  this  bill  revives  the  Federal  income  tax  statutes 
to  deny  a  tax  deduction  with  respect  to  such  payments.)  Under  the  bill, 
the  penalty  for  such  acts,  as  well  as  false  statements  or  representations 
of  material  facts  in  any  application  for  payment  under  the  medicare 
and  medicaid  programs,  would  be  a  fine  of  $10,000,  one  year  of  im- 
prisonment, or  both. 

Continuing  investigation  and  review  of  reports  by  the  committee 
have  indicated  that  false  statements  may  have  been  made  by  individ- 
uals and  institutions  with  respect  to  health  and  safety  conditions 
and  operating  conditions  in  health  care  facilities  in  order  to  secure 
approval  for  participation  in  the  medicare  and  medicaid  programs. 

While  the  numbers  of  different  individuals  and  institutions  involved 
in  such  fraud  may  not  be  large  in  relation  to  the  number  participating 
in  the  program,  the  committee  believes  that  a  specific  penalty  for 
such  acts  should  be  provided  to  deter  the  making  or  inducing  of  such 
statements.  Consequentlv,  the  committee  bill  includes  a  specific  pro- 
vision under  title  XVIII  and  title  XIX  of  the  Social  Security  Act 
whereby  anyone  who  knowingly  and  willfully  makes,  or  induces  or 
seeks  to  induce,  the  making  of  a  false  statement  of  material  fact  with 
respect  to  the  conditions  and  operation  of  a  health  care  facility  or 
agency  in  order  to  secure  certification  or  approval  to  participate  in 
the  medicare  and  medicaid  programs  will  be  subject  to  imprisonment 
for  up  to  6  months,  a  fine  not  to  exceed  $2,000,  or  both. 

The  amendment  is  effective  upon  enactment. 

Public  Disclosure  of  Information  Concerning  an  Institution's 

Deficiencies 

(Sec.  274  of  the  bill) 

At  present,  information  as  to  whether  a  hospital  or  extended  care 
facility  participating  in  the  medicare  program  fully  meets  the  statu- 
tory and  regulatory  requirements  relating  to  conditions  for  partici- 
pation, or  whether  it  has  significant  deficiencies,  is  generally  available 
only  to  the  facility  involved,  appropriate  State  agencies,  and  the 
Administration.  Physicians  and  the  public  in  general  are  currently 
unaware  as  to  which  institutions  among  those  participating  in  the 
Medicare  program  have  significant  deficiencies  and  which  are  making 
serious  efforts  to  overcome  those  deficiencies.  The  committee  believes 
that  in  the  absence  of  public  knowledge  about  the  nature  and  extent 
of  deficiencies  of  individual  facilities,  it  is  exceedingly  difficult  for 
physicians  and  the  public  to  effectively  direct  their  concern  about 
shortcomings  to  the  deficient  facilities  and  to  bring  pressures  for 
improvement  to  bear  on  those  facilities. 
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The  committee  believes  that  easy  public  access  to  timely  informa- 
tion about  deficiencies  (such  as  in  areas  of  staffing,  sanitation,  fire  and 
other  safety  requirements)  would  help  significantly  to  encourage 
facilities  to  correct  their  deficiencies  and,  at  the  same  time,  enable 
physicians  and  patients  to  make  sound  judgments  about  their  own 
use  of  available  facilities  in  the  community.  The  committee  bill, 
therefore,  requires  the  Secretary  of  Health,  Education,  and  Welfare 
to  make  information  on  the  significant  deficiencies  of  individual  pro- 
viders a  matter  of  public  record  readily  available  on  request  at  all 
social  security  district  offices  and  centrally  at  Social  Security  Admin- 
istration headquarters.  The  Secretary  would  make  this  information 
available  only  after  the  provider  has  been  fully  informed  about  the 
significant  deficiencies  that  have  been  identified  and  has  been  given 
a  reasonable  amount  of  time  (not  to  exceed  90  days)  to  correct  the 
deficiencies.  It  is  expected  that  the  Secretary  will  take  the  necessary 
administrative  steps  to  assure  that  the  information  made  available  is 
updated  periodically  as  appropriate. 

The  amendment  is  effective  upon  enactment. 

Authority  for  Establishing  Liens  to  Permit  Recovery  of 

Overpayments 

(Sec.  275  of  the  bill) 

Under  present  law,  where  a  provider  of  services  has  been  overpaid, 
the  Department  of  Health,  Education,  and  Welfare  is  authorized  to 
withhold  future  payments  which  are  otherwise  due  to  the  provider  in 
order  to  recoup  the  amount  of  the  overpayment.  Where  no  further 
payments  are  due  because,  for  example,  the  provider  has  withdrawn 
from  the  program,  the  Department  has  experienced  difficulty  in 
attempting  to  recover  the  amount  overpaid. 

The  committee  is  concerned  because,  in  dealing  with  the  problem  of 
recovery  of  overpayments  to  providers  of  services,  it  has  found  that 
an  effective  administrative  remedy  to  protect  the  interests  of  the 
Government  does  not  exist  in  certain  cases.  These  cases  involve  (1) 
providers  who  have  terminated  their  participation  in  the  program, 
and  who  refuse  to  refund  any  money  to  meet  the  debt  incurred  by  an 
overpayment;  and  (2)  providers  who  continue  to  participate  in  the 
Medicare  program,  but  who  have  very  low  utilization  by  Medicare 
beneficiaries  with  the  result  that  little  or  no  Medicare  payments  are 
due  the  provider. 

If  a  provider  refusers  to  refund,  the  Department -s  recourse  in  such 
a  situation  is  to  send  demand  letters  at  prescribed  intervals  and,  if 
this  action  does  not  result  in  a  refund,  to  refer  the  case  to  the  General 
Accounting  Office  for  collection.  If  GAO  is  unsuccessful  in  obtaining 
refund,  the  case  may  be  referred  to  the  Department  of  Justice  for 
legal  action.  The  committee  is  concerned,  however,  that  until  the  case 
is  referred  to  the  Department  of  Justice,  no  effective  administrative 
action  can  be  taken  to  prevent  dissipation  or  diversion  of  assets  by 
the  provider  while  recovery  efforts  are  being  conducted.  During  this 
time,  the  provider  has  had  Government  funds  at  his  disposal  on  which 
he  does  not  have  to  pay  interest.  Furthermore,  he  has  time  to  dispose 
of  his  assets  so  that  if  legal  action  is  ever  undertaken  to  collect  the 
debt,  there  may  not  be  any  assets  available  to  meet  the  obligation. 
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If,  however,  a  lien  in  favor  of  the  Government  in  the  amount  of  the 
overpayment  was  placed  upon  the  property  of  the  provider,  the  assets 
of  the  provider  would  be  conserved  while  the  Government  is  taking 
the  necessary  collection  action. 

The  committee  bill,  therefore,  would  provide  authority,  where  a 
determination  of  an  overpayment  has  been  made,  or  the  overpayment 
issue  is  being  contested,  for  establishing  a  lien  in  favor  of  the  U.S. 
Government  in  the  amount  of  the  overpayment  upon  all  property 
belonging  to  the  provider  overpaid.  Where  a  lien  is  filed  the  provider 
would  have  the  right  to  challenge  the  overpayment  determination 
or  issue  by  requesting  a  hearing  by  the  Secretary  of  Health,  Educa- 
tion and  Welfare  and  where  requested  such  hearing  should  be 
promptly  provided.  Liens  would  be  filed  locally.  In  addition,  the  pro- 
vider would  have  a  right  to  judicial  review  of  the  Secretary's  final 
decision  to  apply  a  lien  after  a  hearing,  if  he  is  dissatisfied  with  the 
decision. 

The  amendment  would  become  effective  upon  enactment. 

Inclusion  of  American  Samoa  and  the  Trust  Territory  or  the 
Pacific  Islands  Under  Title  V 

(Sec.  276  of  the  bill) 

American  Samoa  and  the  Trust  Territory  of  the  Pacific  Islands  are 
currently  excluded  from  receiving  Federal  funds  under  the  pro\^sions 
of  the  Crippled  Children  and  Maternal  and  Child  Health  Programs 
(title  V). 

All  other  territories  and  possessions  of  the  United  States  are  pres- 
ently eligible  for  the  benefits  of  these  programs.  The  provision  of  pubic 
health  services  to  mothers  and  children  with  crippling  disease  is  one 
of  the  areas  of  greatest  weakness  in  public  health  programs  in  Micro- 
nesia, and  this  is  reflected  in  a  high  infant  mortality  rate. 

The  committee  bill  would  include  American  Samoa  and  the  Trust 
Territory  of  the  Pacific  Islands  as  eligible  to  receive  an  allotment  of 
funds  mider  title  V  of  the  Social  Security  Act. 

The  amendment  is  effective  with  respect  to  fiscal  years  beginning  on 
and  after  July  1, 1971. 

Relationship  Between  Medicaid  and  Comprehensive  Health  Care 

Programs 

(Sec.  277  of  the  bill) 

Present  law  provides  that  under  title  XIX  all  eligible  recipients 
should  receive  the  same  scope  of  services ;  that  those  services  should  be 
available  throughout  the  State  and  that  recipients  should  have 
freedom  of  choice  with  regard  to  where  they  receive  their  care. 

Section  1902(a)  (23)  also  provides  that  recipients  be  allowed  to  ob- 
tain medical  care  through  organizations  which  provide  such  services 
(or  arrange  for  their  availability)  on  a  prepayment  basis,  if  the  recip- 
ient so  chose. 

State  agencies  often  cannot  make  pre-payment  arrangements  which 
might  result  in  more  efficient  and  economical  delivery  of  health  serv- 
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ices,  because  the  prospective  arrangements  might  violate  title  XIX 
in  that  some  recipients  might  receive  a  broader  scope  of  benefits  than 
others.  This  is  so  because  the  possibility  for  making  such  arrangements 
may  only  exist  in  certain  areas  of  a  State. 

The  committee  bill  would  amend  section  1902(a)  (23)  to  permit  a 
State  to  make  arrangements  for  the  delivery  of  health  services  on  a  pre- 
paid basis  in  an  area,  including  arrangements  with  neighborhood 
health  centers,  where  such  services  are  available  and  to  the  extent  they 
are  provided,  without  a  requirement  that  such  arrangement  necesarily 
be  provided  all  Medicaid  eligibles  in  the  State  with  the  approval  of 
the  Secretary. 

The  amendment  is  effective  upon  enactment. 

Eefunding  of  Excess  Medicare  Premiums 
(Sec.  278  of  the  bill) 

Under  present  law,  where  part  B  entitlement  terminates  due  to  the 
death  of  the  enrollee,  refund  of  any  excess  premiums  is  made,  upon 
claim,  to  the  legal  representative  of  the  enrollee's  estate.  If  there  is 
no  legal  representative  and  it  is  reasonably  certain  that  none  will  be 
appointed,  refund  may  be  made,  only  upon  claim,  to  a  relative  of  the 
deceased  on  behalf  of  the  estate. 

It  has  come  to  the  committee's  attention  that  early  in  the  program 
it  was  recognized  that  excess  part  B  premiums  paid  by  a  deceased 
enrollee  could  be  best  disposed  of,  in  those  cases  where  there  is  no  legal 
representative  of  the  deceased's  estate,  by  adding  them  to  benefits 
subsequently  payable  on  the  same  Medicare  claims  number,  or  to  those 
relatives  who  would  (except  for  age  or  dependency  requirements)  be 
eligible  on  the  same  record.  However,  the  Office  of  General  Counsel 
has  advised  that  this  could  not  be  done  in  the  absence  of  necessary 
authority  in  the  law\  Consequently,  the  much  more  cumbersome  claims 
procedure  has  had  to  be  used.  Where  there  is  no  claim  for  the  excess 
premium  payments,  no  refund  is  made. 

A  similar  problem  is  likely  to  exist  with  respect  to  premiums  paid 
in  advance  under  the  provision  of  the  bill  w^hich  Avould  provide,  at  a 
cost  of  $27  per  month  per  enrollee,  hospital  insurance  coverage  for 
people  who  are  age  65  and  over  and  who  are  not  eligible  for  such  cov- 
erage under  present  law. 

The  committee  bill,  therefore,  would  provide  authority  for  the  Sec- 
retary to  dispose  of  excess  supplementary  medical  insurance  premiums 
and  excess  hospital  insurance  premiums  in  the  same  manner  as  unpaid 
medical  insurance  benefits  are  treated. 

Definition  of  Physician  Under  Medicaid 

(Sec.  279  of  the  bill) 

The  committee  has  amended  section  1905(a)  (5)  of  Medicaid  so  as 
to  clarify  the  definition  of  a  physician  as  being  a  duly  licensed  doctor 
of  medicine  or  osteopathy. 
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Services  of  other  types  of  health  care  practitioners  are  authorized 
in  subsequent  provisions  of  Section  1905(a). 

Reimbursement  Appeals  by  Providers  of  Services 

(Sec.  281  of  the  bilij 

Under  present  law  a  fiscal  intermediary  determines  the  amount  of 
reasonable  cost  to  be  paid  to  a  provider  of  services.  There  is  no  specific 
legislative  provision  for  an  appeal  hy  the  provider  of  the  intermedi- 
ary's final  reasonable  cost  determinations.  Although  the  Social  Secu- 
rity Administration  has  instituted  certain  administrative  procedures 
to  assist  providers  and  intermediaries  to  reach  reasonable  and  mutually 
satisfactory  settlements  of  disputed  reimbursement  items^  the  com- 
mittee believes  that  it  is  desirable  to  prescribe  in  law  a  specific  appeals 
procedure  for  disputed  final  settlements  applying  to  reasonable  cost 
determinations.  This  procedure  does  not  apply  to  questions  of  cover- 
age or  disputes  involving  individual  beneficiary  claims. 

The  committee  bill,  therefore,  provides  for  the  establishment  of  the 
Provider  Reimbursement  Appeals  Board.  The  Board  will  be  com- 
posed of  5  members,  properly  qualified  in  the  Medicare  field,  appointed 
by  the  Secretary  of  Health,  Education,  and  Welfare.  At  least  one  mem- 
ber of  the  Board  will  be  a  certified  public  accountant.  The  Secretary 
will  select  2  of  the  members  from  qualified  and  acceptable  nominees 
of  the  providers. 

Any  provider  of  services  (or  groups  of  such  providers)  which  has 
filed  timely  cost  reports  may  appeal  an  adverse  final  decision  of  the 
fiscal  intermediary  to  the  Board  where  the  amount  at  issue  aggregates 
$10,000  or  more.  In  addition,  any  provider  which  has  not  received  a 
final  cost  determination  from  the  fiscal  intermediary  within  90  days 
of  filing  its  annual  cost  report,  if  such  report  is  substantially  in  proper 
order,  or  within  90  days  from  an  acceptable  supplemental  filing,  where 
the  initial  filing  was  deficient,  may  appeal  to  the  Board  where  the 
amount  at  issue  is  $10,000  or  more. 

The  provider  shall  have  the  right  to  reasonable  notice  as  to  the  time 
and  place  of  hearing  and  reasonable  opportunity  to  appear  at  the  hear- 
ing. It  may  be  represented  by  counsel  and  introduce  reasonable  and 
pertinent  evidence  to  supplement  or  contradict  the  evidence  considered 
by  the  fiscal  intermediary.  Reasonable  opportunity  to  examine  and 
cross-examine  witnesses  shall  be  provided.  All  decisions  by  the  Board 
shall  be  based  upon  the  record  made  at  such  hearing  which  may  in- 
clude any  evidence  submitted  by  the  Department.  Such  evidence  shall 
include  the  evidence  or  record  considered  by  the  intermediary.  Based 
upon  examination  of  all  of  the  evidence,  such  Board  may  find  in  whole 
or  in  part  for  the  provider  or  the  Government  (including  a  finding 
based  upon  the  evidence  before  it  that  the  provider  or  Government 
owes  sums  in  addition  to  the  amount  raised  in  the  appeal). 

The  decision  of  the  Provider  Reimbursement  Appeals  Board  shall 
be  final,  subject  to  review  and  affirmation  by  the  Secretary.  The 
Secretary  shall  have  60  days  to  review  the  decision.  If  the  Board's  deci- 
sion is  unfavorable  to  the  provider  and  is  not  affirmed  by  the  Secretary 
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or  if  a  decision  favorable  to  the  provider  is  reversed  by  the  Secretary 
within  the  60-day  period,  the  provider  shall  have  the  right  to  review 
by  the  United  States  District  Court  in  which  it  is  located  or  m  the 
United  States  District  Court  for  the  District  of  Columbia,  as  an 
aggrieved  party  under  the  Administrative  Procedure  Act,  notwith- 
standing any  other  provision  in  section  205  of  this  title. 

The  amendment  would  become  effective  with  respect  to  accountmg 
periods  ending  after  June  30, 1971. 

Statute  of  LimiTxVtions — Waiver  of  Kecovery  of  Incorrect 
Payments  Under  the  Medicare  Program 

(Sec.  282  of  the  bill) 

Under  present  law,  the  Secretary  is  required  to  recover  overpay- 
ments made  to  or  on  behalf  of  an  individual  where  it  is  determined 
that  services  for  which  payment  has  been  made  were  not  covered  un- 
der medicare.  Further,  present  law  provides  that  overpayments  made 
to  providers  or  other  persons  for  services  furnished  an  individual, 
which  cannot  be  recovered  from  the  overpaid  provider  of  services  or 
other  person,  may  be  recovered  by  decreasing  subsequent  payments 
to  which  an  individual  is  entitled  under  title  II  of  the  Act. 

Present  law  also  provides  that  adjustment  or  recovery  of  an  in- 
correct payment  wdll  not  be  made  with  respect  to  an  individual  who 
is  without  fault  and  where  such  an  adjustment  (or  recovery)  would 
defeat  the  purposes  of  title  II  or  would  be  against  equity  and  good 
conscience.  However,  there  are  no  similar  provisions  specifically  au- 
thorizing the  application  of  waiver  with  respect  to  providers  of  serv- 
ices and  other  overpaid  persons.  While  the  Administration  has  de- 
veloped guidelines  to  specify  the  situations  w^iere  a  provider  of  serv- 
ices or  other  person  should  not  be  held  responsible  for  repayment  of 
incorrect  amounts,  the  committee  has  added  provisions  to  apply 
where  it  seems  inequitable  to  recover  from  a  provider  or  the  in- 
dividual. 

The  committee  is  particularly  concerned  about  overpayments  dis- 
covered long  after  the  payment  was  made.  It,  has  therefore,  provided 
that,  after  3  years  have  expired,  there  be  a  presumption,  in  the  absence 
of  evidence  to  the  contrary,  that  the  provider  or  other  person  shalj 
be  deemed  to  be  without  fault  with  respect  to  an  overpayment  and 
that  under  such  circumstances  no  collection  should  be  made. 

The  committee  recognizes  that  in  making  decisions  as  to  the  med- 
ical necessity  for  services  and  the  level  of  care  which  may  be  provided 
an  individual  in  an  institutional  setting,  often  the  provider  of  serv- 
ices or  other  person  has  placed  reasonable  reliance  upon  the  physician's 
decision  as  to  the  need  for  the  services  provided  or  for  the  individual's 
admission  to  a  medical  facility.  Further,  the  committee  recognizes 
that  the  individual  who  receives  the  services  may  have  little  basis 
for  evaluating  the  appropriateness  of  the  level  of  care  provided  him 
and  that  it  can  be  inequitable  in  such  situations  to  find  that  he  is  at 
fault  with  respect  to  any  incorrect  payments  that  may  be  made  by 
medicare  for  the  services  he  received. 
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The  amendment  also  requires  that  providers  under  their  participa- 
tion agreements  (or  physicians  or  other  persons  where  they  have  ac- 
cepted assignments)  where  collection  of  an  overpayment  is  made  from 
the  provider  or  others,  be  prohibited,  after  3  years,  from  charging 
beneficiaries  for  services  found  by  the  Secretary  to  be  medically  un- 
necessary or  custodial  in  nature,  in  the  absence  of  fault  on  the  part  of 
the  individual  who  received  the  services. 

Additionally,  the  Secretary  would  be  authorized  to  deny  claims  for 
reimbursement  made  after  lapse  of  a  reasonable  period  of  time  speci- 
fied by  him  in  regulation,  of  not  less  than  1  year  nor  more  than  3  years. 

The  amendment  is  effective  upon  enactment. 

Extension  of  75  Percent  Federal  Matching  for  Medical 
Personnel  Under  Contract 

(Sec.  283  of  the  bill) 

Present  law  permits  Federal  financial  participation  at  the  75- 
percent  rate  for  the  compensation  of  skilled  professional  medical 
personnel  and  staff  directly  supporting  such  personnel  of  the  State 
agency  or  of  any  public  agency  involved  in  the  administration  of  the 
title  XIX  program  at  the  State  or  local  level.  Such  personnel  and 
staff  include  physicians;  members  of  other  health  professions  such 
as  dentists,  medical  and  psychiatric  social  workers,  nurses,  and  phar- 
macists; other  specialized  personnel,  such  as  research  specialists  and 
experts  on  medical  costs.  States  are  compensated  at  a  50-percent  level 
for  general  administration  of  the  title  XIX  program. 

The  committee  has  extended  the  75 -percent  matching  rate  to  include 
additional  skilled  medical  personnel  and  direct  supporting  staff 
other  than  those  of  the  State  agency  itself.  States  would  thus  be  able, 
by  contract  arrangements,  to  use  professional  medical  personnel  for 
independent  professional  and  medical  audits  required  with  respect 
to  patients  in  skilled  nursing  homes,  mental  institutions,  and  inter- 
mediate care  facilities  whose  use  might  otherwise  not  be  economical. 

The  amendment  is  effective  upon  enactment. 

4.  ADDITIONAL  MATTERS  OF  CONCERN  TO  THE  COMMITTEE 

Uniform  Medicare  Reimbursement 

Under  present  medicare  regulations,  providers  have  the  option  to  be 
reimbursed  under  the  Departmental  Method  or  Combination  Method 
of  apportionment  of  costs  between  medicare  and  others  who  pay  for 
care.  (Under  the  option  a  change  from  one  method  to  another  requires 
a  timely  written  request  filed  ahead  of  time  by  the  provider  and 
approval  by  its  intermediary.)  To  determine  medicare  reimbursement 
under  the  Departmental  Method,  the  ratio  of  beneficiary  charges  to 
total  patient  charges  for  the  services  of  each  department  is  applied  to 
the  cost  of  the  department.  Under  the  Combination  Method,  the  cost 
of  routine  services  for  medicare  beneficiaries  is  determined  on  an 
average  cost  per  diem  basis  and  to  this  is  added  the  cost  of  ancillary 
services  determined  by  apportioning  the  total  cost  of  ancillary  services 
on  the  basis  of  the  ratio  of  medicare  beneficiary  charges  for  ancillary 
services  to  total  patient  charges  for  such  services. 
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Both  the  Comptroller-General  of  the  United  States  and  the  HEW 
Audit  Agency  have  recommended  that  the  use  of  the  combination 
method  should  be  eliminated  because  certain  pediatric  and  obstetrical 
costs  are  included  in  the  total  ancillary  service  costs  against  which  the 
medicare  portion  of  charges  are  applied  to  arrive  at  program  reim- 
bursement. If  charges  are  below  cost  for  the  pediatric  and  obstetrical 
services  that  are  involved  and  charges  are  above  cost  for  medicare 
ancillary  services  as  a  whole,  as  appears  to  be  the  case  in  many  hos- 
pitals, some  of  the  loss  on  these  nonmedicare  services  is  shifted  to 
medicare.  There  are  no  rational  grounds  for  preserving  the  unintended 
reimbursement  of  such  costs  where  it  is  feasible  to  avoid  such  payment. 
Furthermore,  the  statute  requires  that  medicare  pay  only  for  the 
actual  costs  associated  with  the  elderly. 

.  The  committee  is  also  aware  that  the  Combination  Method  of 
apportionment  while  less  accurate  than  the  Departmental  Method  of 
apportionment  has  been  retained  for  medicare  reimbursement  to 
avoid  imposing  the  greater  complexity  of  the  Departmental  Method  on 
institutions  incapable  of  handling  it.  The  statute  permits  the  deter- 
mination of  an  institution's  reimbursable  costs  using  various  methods 
and  through  the  use  of  estimates,  and  the  choice  of  methods  requires 
a  balancing  of  accuracy  as  to  the  reimbursable  amount  against  the 
cost  and  difficulty  of  obtaining  it.  At  the  same  time,  the  committee 
has  also  noted  that  under  present  regulations  and  cost  reporting 
procedures  (which  allow  large  as  well  as  small  institutions  to  use  the 
combination  method  at  their  option)  much  of  the  cost  finding  re- 
quired by  medicare  is  the  same  for  providers  using  either  the  Depart- 
mental Method  or  the  Combination  Method,  and  many  small  pro- 
viders find  this  cost  finding  requirement  quite  difficult  to  meet. 
Moreover,  when  the  original  medicare  reimbursement  regulations 
were  developed,  it  was  believed  by  the  Department  of  HEW  that 
even  some  relatively  large  hospitals  would  have  difficulty  completing 
the  required  cost  finding  and  would  also  be  unable  to  apportion  costs 
under  the  Departmental  Method  because  of  poor  recordkeeping 
practices,  and  this  initial  provision  for  simplifying  reimbui semen t  even 
for  the  largest  institutions  seems  reasonable  for  the  past. 

It  is  recognized  that  medicare  cost  finding  and  cost  reporting  re- 
quirements have  contributed  to  an  upgrading  in  recordkeeping  and 
accounting  systems  and  it  does  not  seem  unreasonable  now  to  expect 
all  larger  institutions  which  generally  receive  laiger  medicare  pay- 
ments to  use  the  more  accurate  Departmental  Method  of  apportion- 
ment of  costs  between  medicare  and  other  payers.  On  the  other 
hand,  the  committee  is  concerned  that  for  smaller  providers  program 
cost  finding  requirements  should  be  simplified  wherever  possible 
and  wherever  equitable. 

Therefore,  the  committee  and  the  Department  concur  that  the 
Department  should  simplify  its  cost  finding  and  cost  reporting  re- 
quirements for  smaller  institutions  (e.g.  those  having  less  than  100 
beds)  and  require  the  use  of  the  Combination  Method  by  those  insti- 
tutions without  an  option  to  use  the  Departmental  Method.  At  the 
same  time  larger  institutions  (e.g.  those  with  100  beds  or  more)  should 
be  required  to  carry  out  cost  finding  under  more  sophisticated  methods 
and  to  apportion  costs  under  the  more  accurate  Departmental  Method. 
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By  requiring  simplified  cost  finding  and  the  Combination  Method 
for  smaller  institutions  and  the  Departmental  Method  for  larger 
institutions  the  program  would:  eliminate  the  provider  option  which 
gives  a  provider  an  advantage  in  reimbursement  based  on  informed 
selection  of  method  (not  necessarily  on  any  justifiable  merit);  eliminate 
the  need  for  providers  to  try  out  more  than  one  method  to  see  which 
is  more  favorable ;  relate  the  degree  of  cost  finding  and  cost  determina- 
tions to  the  relative  administrative  expertise  of  providers  (there  is  a 
correlation  between  accounting  systems  and  expertise  and  institution 
size) ;  result  in  better  cost  reimbursement  determinations  for  the  larger 
institutions  which  receive  the  greater  part  of  Medicare  payments; 
and  permit  better  cost  analyses  for  making  program  payment  deter- 
minations because  all  providers  of  a  given  size  would  use  the  same 
method  of  cost  finding  and  be  reimbursed  under  the  same  method  of 
apportionment.  Moreover,  it  is  expected  that  implementing  these  re- 
quirements would  reduce  the  recordkeeping  and  auditing  costs  of  both 
the  institutions  and  the  program. 

The  Department  has  stated  that  it  will  move  ahead  as  expeditiously 
as  possible,  after  appropriate  consultation,  to  develop  and  implement 
through  regulations,  forms,  and  instructions  the  new  cost  findirg  and 
cost  reporting  requirements  to  be  applied  after  due  notice.  Such 
requirements  are  expected  to  apply  to  institutional  fiscal  years 
beginning  on  or  after  July  1,  1971.  It  is  reasonable  to  continue  to 
explore  possible  revisions  in  cost  finding  and  cost  apportionment 
to  always  seek  the  best  balance  of  accuracy  ana  equity. 

Medicare  Carriers  and  Intermediaries 

Carriers  and  intermediaries  are  the  private  insurance  companies 
and  Blue  Cross  and  Blue  Shield  plans  w^ho  serve  as  agents  of  the  Gov- 
ernment in  administering  medicare.  In  keeping  with  its  continuing 
concern  that  medicare's  administrative  performance  be  substantially 
improved,  the  committee  reiterates  the  original  Congressional  intent 
that  inefficient  and  uneconomical  medicare  carriers  and  intermediaries 
be  promptly  terminated  and  replaced  as  soon  as  possible  by  more  cap- 
able organizations  including,  if  no  other  alternative  is  suitable,  the 
Department  itself.  In  general,  this  intent  has  not  been  complied  with. 
It  is  fully  expected  that  it  will  be  followed  from  here  on  even  if,  in 
the  short-run,  additional  start-up  and  related  costs  are  necessarily 
incurred. 
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V.  CATASTROPHIC  HEALTH  INSURANCE  PROGRAM 


The  Committee  on  Finance  is  concerned  about  the  devastating  effect 
which  a  catastrophic  illness  can  have  on  families  unfortunate  enough 
to  be  affected  by  such  an  illness.  Over  the  past  decades  science  and 
medicine  have  taken  great  strides  in  their  ability  to  sustain  and  prolong 
life.  Patients  with  kidney  failure,  which  until  recently  would  have  been 
rapidly  fatal,  can  now  be  maintained  in  relative  good  health  for  many 
years  with  the  aid  of  dyalysis  and  transplantation.  Patients  with 
spinal  cord  injuries  and  severe  strokes  can  now  often  be  restored  to  a 
level  of  functioning  which  would  have  been  impossible  years  ago. 
Modern  burn  treatment  centers  can  keep  victims  of  severe  bums  alive 
and  can  offer  the  victim  restorative  surgery  which  can  in  many  in- 
stances erase  the  after  effects  of  such  burns. 

These  are  but  a  few  examples  of  the  impact  which  recent  progress 
in  science  and  medicine  has  had.  This  progress,  however,  has  had 
another  impact.  These  catastrophic  illnesses  and  injuries  which  here- 
tofore would  have  been  rapidly  fatal  and  hence  not  too  expensive  finan- 
cially, now  have  an  enormous  impact  on  a  family's  finances.  The 
newly  developed  methods  of  treating  catastrophic  illnesses  and  in- 
juries involve  long  periods  of  hospitalization,  often  in  special  inten- 
sive care  units,  and  the  use  of  complex  and  highly  expensive  machines 
and  devices.  The  net  cost  of  a  catastrophic  illness  or  injury  can  be  and 
usually  is  staggering.  Hospital  and  medical  expenses  of  many  thou- 
sands of  dollars  can  rapidly  deplete  the  resources  of  nearly  any 
family  in  America.  These  families  are  then  faced  not  only  with  the 
devastating  effect  of  the  illness  itself,  but  also  with  the  necessity  of 
accepting  charity  or  welfare.  Catastrophic  illnesses  do  not  strike 
often,  but  when  they  do  the  effects  are  disastrous — particularly  in  the 
context  of  soaring  health  care  costs. 

The  Committee  on  Finance  believes  that  Government  and  social 
insurance  programs  should  be  able  to  respond  to  the  progress  made 
in  medical  science.  Medicine  and  science  are  now  often  able  to  mitigate 
the  physical  effects  of  a  catastrophic  illness  or  injury,  and  the  com- 
mittee believes  that  govcernment,  through  our  established  social  in- 
surance mechanism  should  act  to  mitigate  the  financial  effects  of  such 
catastrophes. 

The  committee  has  adopted  an  amendment  which  would  establish 
a  Catastrophic  Health  Insurance  Program. 

The  program  would  be  designed  to  complement  private  health  in- 
surance which  has  played  the  major  role  in  insuring  against  basic 
health  expenses.  About  80  percent  of  people  under  age  65  have  insur- 
ance against  hospitalization  expenses,  but  these  policies  all  have  a  limit 
on  hospital  days  which  they  will  cover.  The  most  common  policies 
cover  60  days  of  care.  Similarly,  existing  private  policies  designed 
to  cover  medical  expenses  have  upper  limits  of  coverage.  Private 
major  medical  insurance  plans  are  available,  but  are  held  by  only 
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20  to  30  percent  of  the  population.  In  addition,  even  the  major  medical 
plans  have  maximum  benefits  per  spell  of  illness,  usually  ranging 
from  $5,000  to  $20,000. 

The  committee's  Catastrophic  Health  Insurance  Program  would 
be  structured  to  take  maximum  advantage  of  the  experience  gained 
by  medicare.  The  program  would  use  medicare's  established  adminis- 
trative mechanism  wherever  possible,  and  would  incorporate  all  of 
medicare's  cost  and  utilization  controls. 

Eligibility 

The  committee  amendment  establishes  a  new  Catastrophic  Health 
Insurance  Program  (CHIP)  as  part  of  the  Social  Security  Act  fi- 
nanced by  payroll  contributions  from  employees,  employers  and  the 
self-employed.  Under  the  committee's  provision  all  persons  under 
age  65  who  are  fully  or  currently  insured  under  the  social  security 
program,  their  spouses  and  dependent  children  would  be  eligible  for 
CHIP  protection.  All  persons  under  age  65  who  are  entitled  to  retire- 
ment, survivors,  or  disability  benefits  under  social  security  as  well  as 
their  spouses  and  dependent  children  would  also  be  eligible  for  CHIP. 
This  constitutes  about  95  percent  of  all  persons  under  age  65. 

Persons  over  65  would  not  be  covered  as  they  are  protected  under 
the  medicare  program  which,  in  spite  of  its  limitation  on  hospital 
and  extended-care  days,  is  a  program  w^ith  a  benefit  structure  ade- 
quate to  meet  the  significant  health  care  needs  of  all  but  a  very  small 
minority  of  aged  beneficiaries.  The  largest  noncovered  groups  under 
age  65  are  Federal  employees,  employees  covered  by  the  Railroad 
Retirement  Act,  and  State  and  local  governmental  employees  who  are 
eligible  for  social  security  but  not  covered  due  to  the  lack  of  an  agree- 
ment with  the  State.  (There  are  a  small  number  of  people  who  are 
still  not  covered  by  social  security  or  other  retirement  programs;  the 
majority  of  these  are  domestic  or  agricultural  workers  w^ho  have  not 
met  the  necessary  social  security  coverage  requirements.) 

Federal  employees  are,  however,  eligible  for  both  basic  and  major 
medical  catastrophic  health  insurance  protection  under  the  Federal 
Employees  Health  Benefits  Act,  with  the  Federal  Government  paying 
40  percent  of  the  costs  of  such  coverage.  To  assure  equitable  treatment 
of  those  Federal  employees  who  also  are  eligible  for  social  security, 
a  special  provision  of  the  committee  bill  would  require  the  Federal 
Employees  Health  Benefits  program  to  make  available  to  Federal 
employees  who  have  sufficient  social  security  coverage  to  be  eligible 
under  CHIP,  a  plan  Avhich  supplements  CHIP  coverage;  if  such  a 
plan  is  not  made  available  to  Federal  employees,  no  CHIP  payments 
will  be  available  for  services  otherwise  payable  under  the  FEHB 
plan. 

Buy-in  for  State  and  Local  Employees 

Under  the  committee  bill.  State  and  local  employees  who  are  not  cov- 
ered by  social  security  could  receive  coverage  under  CHIP  if  the  State 
and  local  governments  exercise  an  option  to  buy  into  the  program  to 
cover  them  on  a  group  basis.  When  purchasing  this  protection.  States 
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would  ordinarily  be  expected  to  include  all  employees  and  eligible  an- 
nuitants under  a  single  agreement  with  the  Secreary.  A  determination 
by  the  State  as  to  whether  an  individual  is  an  annuitant  or  member 
of  a  retirement  system  or  is  otherwise  eligible  to  have  such  coverage 
purchased  on  his  behalf  Avould,  for  purposes  of  the  agreement  to  pro- 
vide CHIP  protection,  be  final  and  binding  upon  the  Secretary.  Each 
State  which  enters  into  an  agreement  with  the  Secretary  of  Health, 
Education,  and  Welfare  to  purchase  CHIP  protection  will  be  required 
to  reimburse  the  Federal  Catastrophic  Health  Insurance  Trust  Fund 
for  the  payments  made  from  the  fund  for  the  services  furnished  to 
those  persons  covered  under  CHIP  through  the  State's  agreement 
with  the  Secreatry,  plus  the  administrative  expenses  incurred  by  the 
Department  of  Health,  Education,  and  Welfare  in  carrying  out  the 
agreement.  Payments  will  be  made  from  the  fund  to  providers  of 
services  for  covered  services  furnished  to  these  persons  on  the  same 
basis  as  for  other  persons  entitled  to  benefits  under  CHIP.  Conditions 
are  also  specified  under  which  the  Secretary  or  the  State  could,  after 
due  notice,  terminate  the  agreement. 

Benefits 

The  benefits  that  would  be  provided  under  CHIP  would  be  the  same 
as  those  currently  provided  under  parts  A  and  B  of  medicare,  except 
that  there  would  be  no  upper  limitations  on  hospital  days,  extended 
care  facility  days,  or  home  health  visits.  Present  medicare  coverage 
under  part  A  includes  90  days  of  hospital  care  and  60  days  of  post- 
hospital  extended  care  in  a  benefit  period,  plus  an  additional  lifetime 
reserve  of  60  hospital  days ;  and  100  home  health  visits  during  the  year 
following  discharge  from  a  hospital  or  extended  care  facility.  Part  B 
coverage  includes  physicians'  services,  100  home  health  visits  annually, 
outpatient  physical  therapy  services,  laboratory  and  X-ray  services 
and  other  medical  and  health  items  and  services  such  as  durable  medi- 
cal equipment. 

The  major  benefits  excluded  from  medicare,  and  consequently  ex- 
cluded from  this  proposal,  are  nursing  home  care,  prescription  drugs, 
hearing  aids,  eyeglasses,  false  teeth  and  dental  care.  Medicare's  limita- 
tions on  inpatient  care  in  psychiatric  hospitals,  which  limit  payment 
to  active  treatment  subject  to  a  190  day  lifetime  maximum,  and  the 
program's  annual  limitation  on  outpatient  services  in  connection  with 
mental,  psychoneurotic  and  personality  disorders  are  also  retained. 
An  additional  exclusion  would  be  for  items  or  services  which  the  Secre- 
tary of  Health,  Education,  and  Welfare  rules  to  be  experimental  in 
nature. 

Deductibiles  and  Coinsurance 

The  committee  believes  that  in  keeping  with  the  intent  of  this  pro- 
gram to  protect  against  health  costs  so  severe  that  they  usually  have  a 
catastrophic  impact  on  a  family's  finances,  a  deductible  of  substantial 
size  should  be  required.  The  committee's  proposal  has  two  entirely 
separate  deductibles  w^hich  would  parallel  the  inpatient  hospital 
deductible  under  part  A  and  the  $50  deductible  under  part  B  of 
medicare. 
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The  separate  deductibles  are  intended  to  enhance  the  mesh  of  the 
program  with  private  insurance  coverage.  In  order  to  receive  both  hos- 
pital and  medical  benefits,  both  deductibles  must  be  met.  If  a  person 
were  to  meet  the  hospital  deductible  alone,  he  would  become  eligible 
only  for  the  hospital  and  extended  care  benefits.  Similarly,  if  a  family 
were  to  meet  the  $2,000  medical  deductible,  they  would  become  eligible 
only  for  the  medical  benefits. 

Hospital  Deductible  and  Coinsurance 

There  would  be  a  hospital  deductible  of  60  days  hospitalization  per 
year  per  individual. 

After  an  individual  has  been  hospitalized  for  a  total  of  60  days  in 
one  year,  he  would  become  eligible  for  payments  toward  hospital  ex- 
penses associated  with  continued  hospitalization.  The  program  would 
thus  begin  payment  with  the  61st  day  of  his  hospitalization  in  that 
year.  Only  those  posthospital  extended  care  services  which  he  receives 
subsequent  to  having  met  the  60-day  deductible  would  be  eligible  for 
payment. 

After  the  hospital  deductible  has  been  met,  the  program  would  pay 
hospitals  substantially  as  they  are  presently  paid  under  medicare,  with 
the  individual  being  responsible  for  a  coinsurance  amount  equal  to  one- 
fourth  of  the  medicare  inpatient  hospital  deductible  applicable  at  that 
time.  Extended  care  services  which  are  eligible  for  payment  would  be 
subject  to  a  daily  coinsurance  amount  equal  to  one-eighth  of  the  medi- 
care inpatient  hospital  deductible.  In  January  1971,  this  coinsurance 
will  amount  to  $15  a  day  for  inpatient  hospital  services  and  $7.50  a  day 
for  extended  care  services.)  Thus  the  coinsurance  could  rise  yearly  in 
proportion  to  any  increase  in  hospital  costs. 

Medical  Deductible  and  Coinsurance 

There  would  be  a  supplemental  medical  deductible  initially  estab- 
lished at  $2,000  per  year  per  family.  The  Secretary  of  Health,  Educa- 
tion, and  Welfare  would,  between  July  1  and  October  1  of  each  year 
(beginning  in  1972),  determine  and  announce  the  amount  of  the  sup- 
plemental medical  deductible  for  the  following  year. 

The  deductible  would  be  the  greater  of  $2,000  or  $2,000  multiplied 
by  the  ratio  of  the  physicians'  services  component  of  the  Consumer 
Price  Index  for  June  of  that  year  to  the  level  of  that  component  for 
December  1971.  Thus,  the  deductible  could  rise  yearly  in  proportion 
to  anv  increase  in  the  price  of  physicians'  services. 

After  a  family  has  incurred  expenses  of  $2,000  for  physicians'  bills, 
home  health  visits,  physical  therapy  services,  laboratory,  and  X-ray 
services  and  other  covered  medical  and  health  services  the  family 
would  become  eligible  for  payment  under  the  program  toward  these 
expenses.  For  purposes  of  determining  the  deductible,  a  family  Avould 
be  defined  as  a  husband  and  Avif  e  and  all  minor  and  dependent  children. 

After  the  medical  deductible  had  been  met,  the  program  would  pay 
for  80  percent  of  eligible  medical  expenses,  with  the  patient  being  re- 
sponsible for  coinsurance  of  20  percent. 
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Deductible  Carryover 

As  in  part  B  of  medicare,  the  plan  would  have  a  deductible  carry- 
over feature — applicable  to  both  the  dollar  deductible  and  the  hospital- 
day  deductible — under  which  expenses  incurred  (or  hospital  days 
used)  but  not  reimbursed  during  the  last  calendar  quarter  of  a  year 
would  also  count  toward  the  satisfaction  of  the  deductibles  for  the 
ensuing  year.  For  example,  an  individual  admitted  to  a  hospital  with 
a  cardiac  condition  on  December  10,  1972,  and  continuously  hospital- 
ized through  February  19, 1973,  would  not,  in  the  absence  of  the  carry- 
over provision,  meet  the  hospital-day  deductible  unless  he  were  to  be 
hospitalized  for  at  least  another  10  days  in  1973.  With  a  carryover 
provision,  however,  the  individual  described  above  would  meet  the 
hospital  deductible  on  January  30,  1973.  Similarly,  if  a  family's  first 
eligible  medical  expenses  in  1972  amount  to  $1,200  and  were  incurred 
during  the  months  of  November  and  December,  and  an  additional 
$3,000  in  eligible  medical  expenses  are  incurred  in  1973,  the  family 
would,  in  the  absence  of  a  carryover  provision,  be  eligible  for  pay- 
ment towards  only  $1,000  of  their  expenses  in  1973.  With  a  carryover 
provision,  however,  the  family  described  above  would  be  eligible  for 
payment  toward  $2,200  of  their  expenses  in  1973. 

Administration 

Payments  made  to  patients,  providers,  and  practitioners  under  this 
program  would  be  subject  to  the  same  reimbursement,  quality,  health 
and  safety  standards,  and  utilization  controls  as  exist  in  the  medicare 
program.  Reimbursement  controls  would  include  the  payment  of 
audited  "reasonable  costs"  to  participating  institutions  and  agencies, 
and  "reasonable  charges"  to  practitioners  and  other  suppliers.  How- 
ever, the  committee  expects  that  appropriate  modifications  will  be 
made  to  take  into  account  the  special  features  of  this  program,  includ- 
ing a  modification  to  exclude  "bad  debts"  from  those  costs  eligible 
in  computing:  reasonable  cost  payments  to  institutions. 

The  utilization  of  services  would  be  subject  to  review  by  present 
utilization  review  committees  established  in  hospitals  and  extended 
care  facilities  and  by  the  professional  standards  review  organizations 
established  under  another  committee  amendment.  The  committee  be- 
lieves that  all  of  the  above  controls  should  be  applied  to  reimburse- 
ment of  expenses  for  services  rendered  under  the  proposed  catastrophic 
illness  insurance  program.  In  addition,  the  Office  of  the  Inspector 
General  for  Health  Administration  established  under  another  com- 
mittee amendment  would  be  expected  to  closely  monitor  the  admin- 
istration of  the  program  and  can  be  expected  to  provide  valuable 
information  with  respect  to  increasing  the  efficiency  of  the  program. 

The  proposal  contemplates  using  the  same  administrative  mechan- 
isms used  for  the  administration  of  medicare  including,  where  appro- 
priate, medicare's  carriers  and  intermediaries.  Using  the  same  adminis- 
trative mechanisms  as  medicare  will  greatly  facilitate  the  operation 
of  this  program.  The  proposal  also  would  encompass  use  of  medicare's 
statutory  quality  standards,  in  that  the  same  conditions  of  participa- 
tion which  apply  to  institutions  participating  in  medicare  would 
apply  to  those  institutions  participating  in  CHIP.  These  standards 
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serve  to  upgrade  the  quality  of  medical  care  and  their  application 
under  this  program  should  have  a  similar  salutary  effect. 

The  Social  Security  Administration,  utilizing  its  network  of  district 
offices,  would  determine  the  insured  status  of  individuals  and  relation- 
ships within  families  which  are  necessary  to  establish  entitlement  to 
CHIP  benefits.  The  determination  of  whether  the  deductible  expenses 
had  been  met  would  also  be  handled  by  the  Social  Security  Adminis- 
tration in  cooperation  with  carriers  and  intermediaries.  The  proposed 
administrative  plan  envisions  establishing  a  $2,000  minimum  expense 
amount  before  individual  bills  would  be  accepted.  This  would  protect 
the  administrative  agencies  from  being  inundated  with  paperwork. 

Financing 

The  first  year's  cost  of  the  program  is  estimated  at  $2.5  billion  on 
an  incurred  basis  and  $2.2  billion  on  a  cash  basis.  The  committee  pro- 
vision would  finance  the  program  on  a  $9,000  wage  base  with  the 
following  contribution  schedule :  1972-74,  0.3  of  one  percent  of  taxable 
payroll  on  employees  and  0.3  on  employers;  1975-79,  0.35;  1980  and 
after,  0.4.  Rates  for  the  self-employed  would  also  be  0.3,  0.35,  and  0.4 
respectively. 

The  contributions  would  be  placed  in  a  separate  Federal  Cata- 
strophic Health  Insurance  Trust  Fund  from  which  benefits  and  admin- 
istrative expenses  related  to  this  program  would  be  paid.  The  complete 
separation  of  catastrophic  health  insurance  financing  and  benefit  pay- 
ments is  intended  to  assure  that  the  catastrophic  health  insurance  pro- 
gram will  in  no  way  impinge  upon  the  financial  soundness  of  the  re- 
tirement, survivors,  or  disability  insurance  trust  funds  or  medicare's 
hospital  and  supplementary  medical  insurance  trust  funds.  Such  sepa- 
ration will  also  focus  public  and  congressional  attention  closely  on  the 
cost  and  the  adequacy  of  the  financing  of  the  program. 

To  provide  an  operating  fund  at  the  beginning  of  the  program  (in 
recognition  of  the  lag  in  time  between  the  date  on  which  the  taxes  are 
payable  and  their  collection),  and  to  establish  a  contingency  reserve, 
a  Government  appropriation  would  be  available  (on  a  repayable  basis 
without  interest)  during  the  first  3  calendar  years  of  the  program. 
The  amount  which  could  be  drawn  in  any  such  calendar  year  could 
not  exceed  the  estimated  amount  of  6  months  of  benefit  payments 
during  that  year. 

Relationship  With  Medicaid 

The  catastrophic  illness  insurance  program  would  be  supplemental 
to  the  medicaid  program  with  regard  to  public  assistance  recipients 
and  the  medically  indigent  in  the  same  way  in  which  it  will  be  sup- 
plemental to  private  insurance  for  other  citizens.  Thus,  medicaid  will 
continue  to  be  the  State- Federal  program  that  is  intended  to  cover 
the  basic  health  needs  of  categorical  assistance  recipients  and  the 
medically  indigent.  The  benefit  structure  of  medicaid  varies  from 
State  to  State,  but  in  general  it  is  a  basic  rather  than  a  catastrophic 
benefit  package. 

In  addition,  medicaid  will  continue  to  play  a  substantial  role  in 
financing  the  cost  of  nursing  home  care,  which  represents  a  cata- 
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strophic  cost  to  many  people,  especially  the  aged.  The  catastrophic 
health  insurance  program  will,  of  course,  lessen  the  burden  on  the 
medicaid  program  to  some  degree,  since  those  covered  by  medicaid 
who  are  eligible  would  have  a  large  proportion  of  their  catastrophic 
expenses  covered  by  this  program,  leaving  only  the  deductible  and 
coinsurance  amounts  for  the  medicaid  program  to  pay.  This  factor 
will  not  only  enable  the  States  to  contain  the  costs  of  their  programs, 
but  may  also  encourage  them  to  improve  coverage  of  basic  services. 

Conclusion 

The  committee  estimates  that  more  than  one  million  families  of  the 
approximately  49  million  families  in  the  United  States  annually  incur 
medical  expenses  which  will  qualify  them  to  receive  benefits  under  the 
program.  Of  course,  nearly  all  American  families  will  receive  the 
benefit  of  insurance  protection  against  the  costs  of  catastrophic  ill- 
nesses. The  program  is  not  intended  to  meet  the  health  costs  which 
the  population  incurs  for  short-term  hospitalization  and  acute  illness. 
This  program  is  intended  to  insure  against  those  highly  expensive 
illnesses  or  conditions  which,  although  a  potential  threat  to  every  fam- 
ily, lactually  strike  only  a  relatively  few.  The  committee  believes  that 
individuals  should,  during  their  working  years,  be  able  to  obtain  pro- 
tection against  the  devastating  and  demoralizing  effects  of  such  costs. 

These  provisions  and  the  taxes  to  pay  for  them  would  become  effec- 
tive January  1, 1972. 
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yi.  FINANCING  OF  SOCIAL  SECURITY  TRUST  FUNDS 


A.  FINANaNG  PROVISIONS 

Consistent  with  the  policy  of  maintaining  the  social  security  pro- 
gram on  a  financially  sound  basis,  which  has  been  followed  in  the 
past,  the  bill  would  make  provision  for  meeting  the  cost  of  the  ex- 
panded program.  At  the  present  time,  the  social  security  cash  benefits 
program  is  in  close  actuarial  balance,  while  the  hospital  insurance 
program  has  a  serious  actuarial  deficiency;  that  is,  unless  hospital 
insurance  taxes  are  raised  substantially,  the  hospital  insurance  trust 
fund  will  become  exhausted  in  1972.  To  meet  the  cost  of  the  expanded 
cash  benefits  program  and  the  new  catastrophic  illness  insurance 
program  and  to  bring  the  hospital  insurance  program  into  actuarial 
balance,  the  schedule  of  contribution  rates  would  be  revised  and  tK^ 
contribution  and  benefit  base — the  maximum  amount  of  annual  earn- 
ings subject  to  contributions  and  used  in  computing  benefits — would 
be  increased. 

Increase  in  the  Contribution  and  Benefit  Base 

The  proposed  increase  in  the  contribution  and  benefit  base  from 
$7,800  to  $9,000  in  1971  would  not  only  provide  higher  benefits  at 
higher  earnings  levels,  but  also  would  help  to  finance  the  changes  made 
by  the  bill.  An  increase  in  the  base  results  in  a  reduction  in  the  overall 
cost  of  the  social  security  program  as  a  percent  of  taxable  payroll. 
This  occurs  because  the  benefits  provided  are  a  higher  percentage  of 
earnings  at  the  lower  levels  than  at  the  higher  levels,  while  the  con- 
tribution rate  is  a  flat  percentage  of  earnings.  When  the  base  is  in- 
creased, higher  benefits  are  provided  on  the  basis  of  the  higher  earnings 
that  are  taxed  and  credited,  but  the  cost  of  providing  these  higher 
benefits  is  less  than  the  additional  income  from  the  combined  employee 
and  employer  contributions  on  earnings  above  the  former  maximum 
and  up  to  the  new  maximum  amount. 

Changes  in  the  Contribution  Rates 

Under  the  schedule  of  contribution  rates  that  the  committee  recom- 
mends (shown  below),  the  contribution  rate  for  the  cash  benefits 
part  of  the  program  scheduled  for  1971-72  would  be  decreased  from 
4.6  percent  each  for  employees  and  employers  to  4.4  percent  each. 
The  rate  for  1973-74  under  present  law  would  be  decreased  from 
5  to  4.4  percent  each.  The  rate  for  1975-79  would  be  5  percent,  the 
same  as  under  present  law.  The  rate  for  1980-85  would  be  5.5  per- 
cent each,  the  same  as  it  would  be  under  the  House  bill.  After  1985, 
the  contribution  rate  would  be  6.1  percent  each  [instead  of  5  percent 
each  as  under  present  law] . 

For  the  self-employed,  the  rate  sched-iiled  for  1971-72  for  cash 
benefits  would  be  decreased  from  6.9  to  6.'6  percent.  The  rate  for 
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1973-74  under  present  law  Avould  be  decreased  from  7  to  6.6  percent. 
After  1974,  the  self-employed  contribution  would  increase  to  7  per- 
cent, the  same  as  the  highest  rate  scheduled  under  present  law  and 
under  the  House  bill. 

The  committee  recommends  a  change  in  the  contribution  rate  sched- 
ule for  the  hospital  insurance  program.  The  contribution  rate  would 
be  increased  from  0.6  percent  each  for  employees,  employers,  and  the 
self-employed  to  0.8  percent  in  1971-72,  to  0.9  percent  in  1973-74,  to 
1.0  percent  in  1975-79,  and  to  1.1  percent  for  years  after  1979.  Under 
present  law  the  rate  is  scheduled  to  increase  gradually  from  the  present 
0.6  to  0.9  percent  for  1987  and  after,  while  under  the  House  bill  it 
would  increase  immediately  to  1  percent  in  1971  and  thereafter. 

The  committee  bill  also  provides  for  a  contribution  rate  which 
would  finance  adequately  the  committee's  provision  for  catastrophic 
illness  insurance.  The  contribution  rate  for  this  protection  would  be 
0.3  percent  each  for  employees,  employers,  and  the  self-employed  for 
1972-74,  after  which  the  rate  would  increase  to  0.35  percent  in  1975- 
79,  and  to  0.4  percent  for  years  after  1979. 

CONTRIBUTION  RATES  UNDER  PRESENT  LAW  AND  H.R.  17550 
(In  percent] 

OASDI                             HI  Total 

 CI   

Com-                           Com-  com-  Corn- 
Present     House     mittee    Present     House     mittee  mittee    Present     House  mittee 


Period  law        bHI        bill        law        bill        bill        bill        law        bill  bill 


Employer— Employee,  each 

1971   4.6  4.2  4.4  0.6  1  0.8    5.2  5.2  5.2 

1972   4.6  4.2  4.4        .6  1  .8  0.3  5.2  5.2  5.5 

1973-74   5.0  4.2  4.4        .65  1  .9  .3  5.65  5.2  5.6 

1975   5.0  5.0  5.0        .65  1  1.0  .35  5.65  6.0  6.35 

1976-79   5.0  5.0  5.0        .7  1  1.0  .35  5.7  6.0  6.35 

1980-85   5.0  5.5  5.5        .8  1  1.1  .4  5.8  6.5  7.0 

1986   5.0  5.5  6.1        .8  1  1.1  .4  5.8  6.5  7.6 

1987 and  after....  5.0  5.5  6.1        .9  1  1.1  .4  5.9  6.5  7.6 

Self-employed 

1971   6^9  el  eie  oe  i  0.8   tTs  tI  tT 

1972   6.9  6.3  6.6        .6  1  .8  0.3  7.5  7.3  7.7 

1973-74..   7.0  6.3  6.6        .65  1  .9  .3  7.65  7.3  7.8 

1975....   7.0  7.0  7.0        .65  1  1.0  .35  7.65  8.0  8.35 

1976-79   7.0  7.0  7.0        .70  1  1.0  .35  7.70  8.0  8.35 

1980-86   7.0  7.0  7.0        .80  1  1.1  .4  7.8  8.0  8.50 

1987  and  after.-..  7.0  7.0  7.0        .90  1  1.1  .4  7.9  8.0  8.50 
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MAXIMUM  ANNUAL  SOCIAL  SECURITY  TAXES  UNDER  PRESENT  LAW,  THE  HOUSE  BILL  AND  THE  COMMITTEE  BILL 


Employer-employee,  each  Self-employed 

Present  House  Committee  Present           House  Committee 

Period                          law  bill  bill  law              bill  bill 

1971                                   $405.60  $468.00  $468.00  $585.00         $657.00  $666.00 

1972                                    405.60  468.00  495.00  585.00           657.00  693.00 

1973-74                                440.70  468.00  504.00  596.70           657.00  702.00 

1975                                  440.70  540.00  571.50  596.70           720.00  751.50 

1976-79                                 444.60  540.00  571.50  600.60           720.00  751.50 

1980-85                               452.40  540.00  630.00  608.40           720.00  765.00 

1986                                   452.40  585.00  684.00  616.20           720.00  765.00 

1987  and  after....                  460.20  585.00  684.00  


Change  in  Allocation  to  the  Disability  Insurance  Trust  Fund 

The  bill  would  revise  the  allocation  of  contribution  income  to  the 
disability  insurance  trust  fund.  Under  present  law,  1.10  percent  of 
taxable  wages  and  0.825  of  1  percent  of  self-employment  income  are 
allocated  to  the  disability  insurance  trust  fund.  Under  the  committee 
bill,  the  allocation  for  1971  would  be  reduced  to  0.90  percent  of  taxa- 
ble wages  and  0.675  of  1  percent  of  self-employment  income,  and  would 
remain  at  a  level  below  the  present  law  allocation  until  1980.  The  al- 
locations under  present  law,  the  House-passed  bill,  and  the  committee 
bill  are  shown  on  the  following  table : 

[In  percent] 


Present  law  House-approved  bill  Committee  bill 

Self-  Self-  Self- 

Taxable    employment         Taxable    empl9yment         Taxable  employment 


Calendar  year  wages  income  wages  income  wages  income 

1971   1.10  0.825  0.90  0.6750  0.90  0.6750 

1972-74   1.10  .  825  .  90  .  6750  .  95  .  7125 

1975-79   1.10  .  825  1.05  .  7875  L05  .7350 

1980-85   1.10  .  825  1.15  .  8625  1.35  .  8600 

1986  and  after   1.10  .  825  1.15  .  8625  1.45  .  8300 


The  revision  in  the  allocation  will  adequately  finance  the  disability 
provisions  in  the  committee  bill  and  reduce  the  expected  growth  in  the 
disability  insurance  trust  fund  over  the  next  several  years.  The  com- 
mittee believes  that  this  growth  is  not  necessary  and  that  the  allocation 
can  be  reduced  below  that  specified  in  present  law  until  1980. 


B.  ACTUARIAL  COST  ESTIMATES  FOR  THE  OLD-AGE,  SURVIVORS,  AND 
DISABILITY  INSURANCE  SYSTEM 

Summary  of  Actuarial  Cost  Estimates 

The  old-age,  survivors,  and  disability  insurance  system,  as  modified 
by  the  committee  bill,  has  an  estimated  cost  for  benefit  payments 
and  administrative  expenses  that  is  closely  in  balance  with  contribu- 
tion income.  This  also  was  the  case  for  the  1950  and  subsequent  amend- 
ments at  the  time  they  were  enacted. 

The  old-age  and  survivors  insurance  system  as  modified  by  the 
committee  bill  shows  an  actuarial  balance  of  —0.14  percent  of  taxable 
payroll  under  the  intermediate-cost  estimate.  This  seems  an  acceptable 
balance,  especially  considering  that  this  estimate  is  based  on  con- 
servative assumptions,  that  a  range  of  variation  is  necessarily  present 
in  long-range  actuarial  cost  estimates  and,  further,  that  rounded  tax 
rates  are  used  in  actual  practice.  Accordingly,  the  old-age  and  sur- 
vivors insurance  program,  as  it  would  be  changed  by  the  committee 
bill,  is  actuarially  sound. 

The  separate  disability  insurance  trust  fund,  established  under  the 
1956  act,  shows  an  actuarial  balance  of  —0.01  percent  of  taxable  pay- 
roll under  the  provisions  that  would  be  in  effect  after  enactment  of 
the  committee  bill.  This  is,  of  course,  close  to  exact  actuarial  bal- 
ance. Accordingly,  the  disability  insurance  program,  as  it  would  be 
modified  by  the  committee  bill,  is  actuarially  sound. 

Financing  Policy 

contribution  rate  schedule  for  old-age.  survivors,  and  disability 
insurance  in  the  committee  bill 

The  contribution  schedule  for  old-age,  survivors,  and  disability  in- 
surance contained  in  the  committee  bill,  as  to  the  combined  em- 
ployer-employee rate,  is  lower  than  that  under  present  law  by  0.4 
percent  in  1971-72,  and  by  1.2  percent  in  1973-74,  is  the  same  in  1975- 
79,  and  is  1.0  percent  higher  in  1980-85,  and  2.2  percent  higher  in  1986 
and  after.  The  maximum  earnings  base  to  which  these  tax  rates  are 
applied  is  $9,000  per  year  for  1971  and  after  under  the  committee 
bill,  the  same  as  in  the  House-approved  bill,  as  compared  with  $7,800 
under  present  law.  These  tax  schedules  are  as  follows : 

(Percent) 


Combined  employer-employee  rate  Self-employed  rate 


House-      Committee  House-  Committee 

Calendar  year         Present  law   approved  bill  bill     Present  law   approved  bill  bill 


1970   8.4  8.4  8.4  6.3  6.3  6.3 

1971-72   9.2  8.4  8.8  6.9  6.3  6.6 

1973-74   10.0  8.4  8.8  7.0  6.3  6.6 

1975-79   10.0  10.0  10.0  7.0  7.0  7.0 

1980-85   10.0  11.0  11.0  7.0  7.0  7.0 

1986  and  after   10.0  11.0  12.2  7.0  7.0  7.0 
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The  allocated  rates  to  the  two  trust  funds  that  are  applicable  to  the 
combined  employer-employee  contribution  rate  for  the  committee 
bill,  as  compared  with  present  law  and  the  House-approved  bill,  are 
as  follows : 


(In  percent] 


Old-age  and  survivors  Insurance  Disability  insurance 


House-  House- 
approved      Committee  approved  Committee 
Calendar  year         Present  law              bill              bill     Present  law  bill  bill 


1970    7.30  7.30  7.30  1.10  1.10  1.10 

1971..   8.10  7.50  7.90  1.10  .  90  .  90 

1972-  -   8.10  7.50  7.85  1.10  .  90  .  95 

1973-  74.   8.90  7.50  7.85  1.10  .  90  .  95 

1975-79    8.90  8.95  8.95  1.10  1.05  1.05 

1980-85.   8.90  9.85  9.65  1.10  1.15  1.35 

1986  and  after   8.90  9.85  10.75  1.10  1.15  1.45 


The  corresponding  allocated  rates  for  the  self-employed  contribu- 
tion rate  are  as  follows : 

[In  percent] 


Old-age  and  survivors  insurance  Disability  Insurance 

House-  House- 


approved      Committee  approved  Committee 

Calendar  year         Present  law  bill  bill     Present  law  bill  bill 


1970     5.475  5.4750  5.4750  0.825  0.8250  0.8250 

1971   6.075  5.6250  5.9250  .  825  .  6750  .  6750 

1972   6,075  5.6250  5.8875  .  825  .  6750  .  7125 

1973-74   6.175  5.6250  5.8875  .  825  .  6750  .  7125 

1975-79   6.175  6.2125  6.2650  .  825  .  7875  .  7350 

1980-85....   6.175  6.1375  6.1400  .825  .8625  .8600 

1986  and  after   6.175  6.1375  6.1700  .825  .8625  .8300 


It  should  be  remembered  that  the  workers  and  employers  con- 
tribute a  combined,  rounded  rate  for  the  two  programs  (old-age  and 
survivors  insurance  and  disability  insurance) ,  and  not  the  above  com- 
plex fractional  rates  separately.  Such  fractional  rates  are  merely  used 
by  the  Treasury  Department  to  divide  up  the  aggregate  tax  receipts 
between  the  two  trust  funds. 

The  schedule  of  allocation  rates  for  the  disability  insurance  trust 
fund  in  the  committee  bill  has  been  obtained  in  the  following  manner. 

The  combined  employer-employee  rates,  rounded  to  the  nearest  0.05 
percent  of  taxable  payroll,  were  determined  for  the  short-range  years 
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that  would  produce  the  same  relative  accumulation  of  funds  as  in  the 
Old- Age  and  Survivors  Insurance  Trust  Fund.  The  remainder  of  the 
schedule  was  calculated  to  produce,  as  close  as  possible,  an  exact  actu- 
arial balance  on  the  basis  of  rates  rounded  to  0.05  percent  of  taxable 
payroll. 

The  self-employed  tax  allocation  was  determined  by  allocating  to 
the  Disability  Insurance  Trust  Fund  the  same  proportion  of  the  self- 
employed  rate  as  was  determined  for  the  combined  employer-employee 
rate.  The  resulting  rates  were  rounded  to  the  nearest  0.0005  percent 
of  taxable  payroll. 

The  allocation  rates  for  the  old-age  and  survivors  insurance  trust 
fund  were  obtained  by  merely  subtracting  the  allocation  rates  for  the 
disability  insurance  trust  fund  from  the  appropriate  total  tax  rates. 

SELF-SUPPORTING  NATURE  OF  SYSTEM 

The  Congress  has  always  carefully  considered  the  cost  aspects  of 
the  old-age,  survivors,  and  disability  insurance  system  when  amend- 
ments to  the  program  have  been  made.  In  connection  with  the  1950 
amendments,  the  Congress  stated  the  belief  that  the  program  should 
be  completely  self-supporting  from  the  contributions  of  covered  indi- 
viduals and  employers.  Accordingly,  in  that  legislation  the  provision 
permitting  appropriations  to  the  system  from  general  revenues  of 
the  Treasury  was  repealed.  This  policy  has  been  continued  in  subse- 
quent amendments.  The  Congress  has  very  strongly  believed  that  the 
tax  schedule  in  the  law  should  make  the  system  self-supporting  as 
nearly  as  can  be  foreseen  and  thus  actuarially  sound. 

ACTUARIAL  SOUNDNESS  OF  SYSTEM 

The  concept  of  actuarial  soundness  as  it  applies  to  the  old-age,  sur- 
vivors, and  disability  insurance  system  differs  considerably  from  this 
concept  as  it  applies  to  private  insurance  and  private  pension  plans, 
although  there  are  certain  points  of  similarity  with  the  latter.  In 
connection  with  individual  insurance,  the  insurance  company  or  other 
administering  institution  must  have  sufficient  funds  on  hand  so  that 
if  operations  are  terminated,  it  will  be  in  a  position  to  pay  off  all  the 
accrued  liabilities.  This,  however,  is  not  a  necessary  basis  for  a  national 
compulsory  social  insurance  system  and,  moreover,  is  frequently  not 
the  case  for  well-administered  private  pension  plans,  which  may  not, 
as  of  the  present  time,  have  funded  all  the  liability  for  prior  service 
benefits. 

It  can  reasonably  be  presumed  that,  under  Government  auspices, 
such  a  social  insurance  system  will  continue  indefinitely  into  the 
future.  The  test  of  financial  soundness,  then,  is  not  a  question  of 
whether  there  are  sufficient  funds  on  hand  to  pay  off  all  accrued  lia- 
bilities. Rather,  the  test  is  whether  the  expected  future  income  from 
tax  contributions  and  from  interest  on  invested  assets  will  be  sufficient 
to  meet  anticipated  expenditures  for  benefits  and  administrative  costs 
over  the  long-range  period  considered  in  the  actuarial  valuation.  Thus, 
the  concept  of  "unfunded  accrued  liability"  does  not  by  any  means 
have  the  same  significance  for  a  social  insurance  system  as  it  does  for 
a  plan  established  under  private  insurance  principles,  and  it  is  quite 
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proper  to  count  both  on  receiving  contributions  from  new  entrants  to 
the  system  in  the  future  and  on  paying  benefits  to  this  group  during 
the  period  considered  in  the  valuation.  The  additional  assets  and  lia- 
bilities must  be  considered  in  order  to  determine  whether  the  system 
is  in  actuarial  balance. 

Accordingly,  it  may  be  said  that  the  old-age,  survivors,  and  disa- 
bility insurance  program  is  actuarially  sound  if  it  is  in  actuarial 
balance.  This  will  be  the  case  if  the  estimated  future  income  from 
contributions  and  from  interest  earnings  on  the  accumulated  trust 
fund  investments  will,  over  the  long-range  period  considered  in  the 
valuatit)n,  support  the  disbursements  for  benefits  and  administrative 
expenses.  Obviously,  future  experience  may  be  expected  to  vary  from 
the  actuarial  cost  estimates  made  now.  Nonetheless,  the  intent  that 
the  system  be  self-supporting  (and  actuarially  sound)  can  be  ex- 
pressed in  law  by  utilizing  a  contribution  schedule  that,  according  to 
the  intermediate-cost  estimate,  results  in  the  system  being  in  balance 
or  substantially  close  thereto. 

The  committee  believes  that  it  is  a  matter  for  concern  if  the  old- 
age,  survivors,  and  disability  insurance  system  shows  any  significant 
actuarial  insufficiency.  Since  1965  (w'hen  the  cost  estimates  were  first 
made  on  a  75-year  basis) ,  the  view  has  been  held  that,  if  such  actuarial 
insufficiency  has  been  no  greater  than  0.10  percent  of  payroll,  it  is  at 
the  point  where  it  is  within  the  limits  of  permissible  variation.  How- 
ever, reevaluation  of  the  costs  of  the  program — in  lig'ht  of  rising  wage 
levels — since  then  have  shown  that  a  somewhat  higher  variation  may 
be  allowable. 

Furthermore,  traditionall;^  when  there  has  been  an  actuarial  in- 
sufficiency exceeding  the  limits  indicated,  any  subsequent  liberaliza- 
tions in  benefit  provisions  were  fully  financed  by  appropriate  changes 
in  the  tax  schedule  or  through  raising  the  earnings  base,  and  at  the 
same  time  the  actuarial  status  of  the  program  was  improved. 

The  changes  provided  in  the  committee  bill  are  in  close  conformity 
with  these  financing  principles. 

Basic  Assumptions  for  Cost  Estimates 

general  basis  for  long-range  cost  estimates 

Benefit  disbursements  may  be  expected  to  increase  continuously  for 
at  least  the  next  50  to  70  years  because  of  such  factors  as  the  aging 
of  the  population  of  the  country  and  the  slow  but  steady  growth  of 
the  benefit  roll.  Similar  factors  are  inherent  in  any  retirement  pro- 
gram, public  or  private,  that  has  been  in  operation  for  a  relatively 
short  period.  Estimates  of  the  future  cost  of  the  old-age,  survivors, 
and  disability  insurance  program  are  affected  by  many  elements  that 
are  difficult  to  determine.  Accordingly,  the  assumptions  used  in  the 
I    actuarial  cost  estimates  may  differ  widely  and  yet  be  reasonable. 
I       The  long-range  cost  estimates  (shown  for  1980  and  after)  have  usu- 
1    ally  been  presented  on  a  range  basis  so  as  to  indicate  the  plausible  vari- 
I    ation  in  future  costs  depending  upon  the  actual  trends  developing  for 
I    the  various  cost  factors.  It  has  not  been  possible,  in  the  time  available, 
to  prepare  such  range  estimates  for  this  report,  but  rather  only  an 
I    intermediate-cost  estimate,  which  is  used  to  indicate  the  basis  for  the 
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financing  provisions.  This  estimate  is  based  on  assumptions  that  are 
intended  to  represent  close  to  full  employment,  with  average  annual 
earnings  at  about  the  level  prevailing  in  1970.  The  use  of  1970  average 
earnings  results  in  conservatism  in  the  estimate  since  the  trend  is 
expected  to  be  an  increase  in  average  earnings  in  future  years  (as 
will  be  discussed  subsequently).  In  1971,  the  aggregate  amount  of 
earnings  taxable  under  the  program  with  the  proposed  $9,000  earn- 
ings base  is  estimated  at  $469  billion.  Of  course,  for  future  years  the 
total  taxable  earnings  are  estimated  to  increase,  because  there  will  be 
larger  numbers  of  covered  workers. 

The  cost  estimates  are  extended  beyond  the  year  2000,  since  the  aged 
population  itself  cannot  mature  by  then.  The  reason  for  this  is  that 
the  number  of  births  in  the  1930's  was  very  low  as  compared  with  both 
prior  and  subsequent  experience.  As  a  result,  there  will  be  a  dip  in  the 
relative  proportion  of  the  aged  from  1995  to  about  2015,  which  would 
tend  to  result  in  low  benefit  costs  for  the  old-age,  survivors,  and  dis- 
ability insurance  system  during  that  period.  For  this  reason  the  year 
2000  is  by  no  means  a  typical  ultimate  year  insofar  as  costs  are 
concerned. 

MEASUREMENT  OF  COSTS  IN  RELATION  TO  TAXABLE  PAYROLL 

In  general,  the  costs  are  shown  as  percentages  of  taxable  payroll. 
This  is  the  best  measure  of  the  financial  cost  of  the  program.  Dollar 
figures  taken  alone  are  misleading.  For  example,  a  higher  earnings 
level  will  increase  not  only  the  outgo  of  the  system  but  also,  and  to 
a  great  extent,  its  income.  The  result  is  that  the  cost  relative  to 
payroll  will  decrease.  As  an  illustration  of  the  foregoing  points,  con- 
sider an  individual  who  has  covered  earnings  at  a  rate  of  $400  per 
month.  Under  the  committee  bill  such  an  individual  would  have  a 
primary  insurance  amount  of  $194.40  If  his  earnings  rate  should  be 
50  percent  higher  (i.e.  $600),  his  primary  insurance  amount  would  be 
$258.10.  Under  these  conditions,  the  contributions  payable  with  respect 
to  his  earnings  would  increase  by  50  percent,  but  his  benefit  rate  would 
increase  by  only  33  percent.  Or  to  put  it  another  way,  when  his  earn- 
ings rate  was  $400  per  month,  his  primary  insurance  amount  repre- 
sented 48.6  percent  of  his  earnings,  whereas,  when  his  earnings  in- 
creased to  $600  per  month,  his  primary  insurance  amount  relative  to 
his  earnings  decreased  to  43.0  percent. 

GENERAL  BASIS  FOR  SHORT-RANGE   COST  ESTIMATES 

The  short-range  cost  estimates  (shown  for  the  individual  years 
1570-75)  are  not  presented  on  a  range  basis  since — assuming  that  em- 
ployment and  earnings  will  increase  each  year  it  is  believed  that  the 
demographic  factors  involved  (such  as  mortality,  fertility,  retirement 
rates,  etc.)  can  be  reasonably  closely  forecast,  so  that  only  a  single 
estimate  is  necessary.  A  gradual  rise  in  the  earnings  level  m  the  future 
(about  5-6  percent  per  year),  somewhat  below  that  which  has  oc- 
curred in  the  past  few  years,  is  assumed.  As  a  result  of  this  assump- 
tion, contribution  income  is  somewhat  higher  than  if  level  earnings 
were  assumed,  while  benefit  outgo  is  only  slig'htly  affected. 
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LEVEL-COST  CONCEPT 

An  important  measure  of  long-range  cost  is  the  level-equivalent 
contribution  rate  required  to  support  the  system  for  the  next  75  years 
(including  not  only  meeting  the  benefit  costs  and  administrative  ex- 
penses, but  also  the  maintenance  of  a  reasonable  contingency  fund 
during  the  period,  which  at  the  end  of  the  period  amounts  to  1  year's 
disbursements),  based  on  discounting  at  interest.  If  such  a  level  rate 
were  adopted,  relatively  large  accumulations  in  the  trust  funds  would 
result,  and  in  consequence  there  would  be  a  sizable  eventual  income 
from  interest.  Even  though  such  a  method  of  financing  is  not  followed, 
this  concept  may  be  used  as  a  convenient  measure  of  long-range  costs. 
This  is  a  valuable  cost  concept,  especially  in  comparing  various  pos- 
sible alternative  plans  and  provisions,  since  it  takes  into  account  the 
heavy  deferred  benefit  costs. 

rUTURE  EARNINGS  AND  CONSUMER  PRICE  INDEX  ASSUMPTIONS 

The  long-range  estimates  for  the  old-age,  survivors,  and  disability 
insurance  program  presented  in  this  report  are  based  on  the  assump- 
tion that  the  consumer  price  index  and  the  average  earnings  covered 
by  the  program  will  remain  level  in  the  future.  This  does  not  mean 
covered  payrolls  are  assumed  to  be  the  same  each  year;  rather  they 
will  rise  steadily  as  the  covered  population  at  the  working  ages  is 
estimated  to  increase.  If  in  the  future  the  level  of  earnings  and  the 
consumer  price  index  should  continue  to  increase,  as  they  have  done  in 
the  past,  the  program  would  slowly  accumulate  actuarial  surpluses. 
Under  the  financing  procedures  that  were  adopted  by  the  committee 
to  cover  the  cost  of  the  automatic  increases  in  benefits,  the  long-range 
level-cost  of  the  automatic  increases  in  benefits  would  be  covered  by 
increases  in  the  tax  rates  and  in  the  taxable  earnings  base  that  would 
be  promulgated  by  the  Secretary  of  the  Department  of  Health,  Educa- 
tion, and  Welfare  to  become  effective  at  the  same  time  as  the  benefit 
increases. 

The  automatic  benefit  increases  are  designed  as  a  backup  to  specific 
legislated  increases  to  assure  that  rises  in  the  cost  of  living  will  not, 
over  a  period  of  time,  reduce  the  purchasing  power  of  social  security 
benefits.  Therefore,  realistic  estimates  of  the  cost  of  these  benefits 
over  a  significant  number  of  years  are  not  possible.  However,  it  is 
estimated  that  in  the  next  decade  the  average  cost  of  an  annual  cost- 
of-living  increase  might  require  an  increase  of  about  $750  in  the  tax 
base  and  an  increase  of  about  0.1  percent  in  the  combined  employee- 
employer  tax  rates. 

INTERRELATIONSHIP  WITH  RAILROAD  RETIREMENT  SYSTEM 

An  important  element  affecting  old-age,  survivors,  and  disability 
insurance  costs  arose  through  amendments  made  to  the  Kailroad  Re- 
tirement Act  in  1951.  These  provide  for  a  combination  of  railroad 
retirement  compensation  and  old-age,  survivors,  and  disability  insur- 
ance covered  earnings  in  determining  benefits  for  those  with  less  than 
10  years  of  railroad  service  and  also  for  all  survivor  cases. 
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Financial  interchange  provisions  are  established  so  that  the  old-age 
and  survivors  insurance  trust  fund  and  the  disability  insurance  trust 
fund  are  to  be  placed  in  the  same  financial  position  in  which  they 
would  have  been  if  railroad  employment  had  always  been  covered 
under  the  program.  It  is  estimated  that,  over  the  long  range,  the  net 
effect  of  these  provisions  will  be  a  relatively  small  loss  to  the  old-age, 
survivors,  and  disability  insurance  system  since  the  reimbursements 
from  the  railroad  retirement  system  will  be  somewhat  smaller  than  the 
net  additional  benefits  paid  on  the  basis  of  railroad  earnings. 

REIMBURSEMENT  FOR  COSTS  OF  PRE-19  5  7  MILITARY  SERVICE  WAGE  CREDITS 

Another  important  element  affecting  the  financing  of  the  program 
arose  through  legislation  in  1956  that  provided  for  reimbursement 
from  general  revenues  for  past  and  future  expenditures  in  respect  to 
the  noncontributory  credits  that  had  been  granted  for  persons  in  mil- 
itary service  before  1957.  These  financing  provisions  were  modified 
by  the  1965  amendments.  The  cost  estimates  contained  here  reflect  the 
effect  of  these  reimbursements  (which  are  included  as  contributions), 
based  on  the  assumption  that  the  required  appropriations  will  be 
made  in  the  future  in  accordance  with  the  relevant  provisions  of  the 
law.  These  reimbursements  are  intended  to  be  made  on  the  basis  of 
a  constant  annual  amount  (as  determined  by  the  Secretary  of  Health, 
Education,  and  Welfare)  for  each  trust  fund  payable  over  the  period 
up  to  the  year  2015  (with  such  amount  subject  to  adjustment  every  5 
years) . 

REIMBURSEMENT  FOR  COSTS  OF  ADDITIONAL  POST-19  56  MILITARY  SERVICE 

WAGE  CREDITS 

Under  the  committee  bill,  individuals  in  active  military  service 
during  1957-67  will  receive  additional  wage  credits  in  excess  of  their 
cash  pay  (but  within  the  maximum  creditable  earnings  base)  in  rec- 
ognition of  their  remuneration  that  is  payable  in  kind  (e.g.,  quarters 
and  meals) .  These  additional  credits  are  at  the  rate  of  $300  per  cal- 
endar quarter.  (Under  the  1967  amendments,  additional  noncontribu- 
tory wage  credits  of  up  to  $100  per  month  were  granted  for  military 
service  performed  after  1967.  The  committee  bill  also  modifies  the 
way  in  which  these  credits  are  determined,  from  $100  per  month  to 
$300  per  quarter.)  The  additional  costs  that  arise  from  these  credits 
are  to  be  financed  from  general  revenues  on  an  "actual  disbursements 
cost"  basis,  with  reimbursement  to  the  trust  funds  on  as  prompt  a 
basis  as  possible  (and  with  interest  adjustments  to  make  up  for  any 
delay  due  to  the  time  needed  to  make  the  necessary  actuarial  calcula- 
tions from  sample  data  and  for  the  necessary  appropriations  to  be 
made) . 

In  many  instances,  the  availability  of  these  additional  wage  credits 
will  not  result  in  additional  benefits  because  the  individual  will  have 
maximum  credited  earnings  without  them  or  because  the  year  in 
which  such  credits  are  granted  will  be  a  drop-out  year  in  the  computa- 
tion of  his  average  monthly  wage.  In  the  immediate-future  years,  the 
cost  of  these  additional  credits  to  the  general  fund  will  be  relatively 
small  (only  about  $35  million  a  year)  since  there  will  be  relatively 
few  cases  arising,  almost  all  due  to  death  and  disability. 
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Actuarial  Balance  of  Program  in  Past  Years 
actuarial  balance  of  program  after  enactment  of  1 967  act  ^ 

The  changes  made  by  the  1967  amendments  involved  an  increased 
cost  that  was  fully  met  by  the  accompanying  changes  in  the  financing 
provisions  (namely,  an  increase  in  the  contribution  rates  in  1973  and 
after  and  an  increase  in  the  earnings  base).  After  an  increase  in  the 
allocation  to  the  disability  insurance  system,  both  that  portion  of  the 
program  and  the  old-age  and  survivors  insurance  portion  were 
estimated  to  be  in  close  actuarial  balance. 

In  1968  the  cost  estimates  were  completely  revised,  based  on  the 
availability  of  new  operating  data.  The  new  estimates  showed  signifi- 
cantly lower  costs.  The  actuarial  balance  of  the  old-age,  survivors,  and 
disability  insurance  program  increased  from  +0.01  percent  of  tax- 
able payroll  to  +0.53  percent  of  taxable  payroll.  The  factors  con- 
tributing to  lower  costs  were  as  follows:  (1)  use  of  1968  earnings 
assumption  (instead  of  1966  earnings)  +0.33  percent;  (2)  use  of 
41/4  percent  interest  assumption  (instead  of  3%  percent),  +0.11  per- 
cent; (3)  use  of  higher  female  labor  force  participation  rates,  +0.06 
percent;  and  (4)  other  factors,  +0.02  percent. 

Then,  in  1969,  another  complete  revision  of  the  actuarial  cost  esti- 
mates was  made.  The  estimated  cost  of  the  program  was  again  signifi- 
cantly reduced.  The  actuarial  balance  of  the  old-age,  survivors,  and 
disability  insurance  program  was  thereby  increased  from  the  figure 
of  +0.53  percent  of  taxable  payroll  according  to  the  1968  estimate  to 
+  1.16  percent  of  taxable  payroll.  The  factors  contributing  to  lower 
costs  were  as  follows:  (1)  use  of  1969  earnings  assumption  (instead 
of  1968  earnings),  +0.22  percent;  (2)  use  of  4%-percent  interest 
assumption  (instead  of  41^4  percent),  +0.11  percent;  (3)  use  of  higher 
labor  force  participation  rates,  for  both  men  and  women,  +0.23  per- 
cent; and  (4)  other  factors,  +0.07  percent. 

ACTUARIAL  BALANCE  OF  PROGRAM  AFTER  ENACTMENT  OF  1969  ACT 

According  to  the  cost  estimates  for  the  1967  act  made  in  1969,  there 
was  a  very  favoraJble  actuarial  balance  for  the  combined  old-age,  sur- 
vivors, and  disability  insurance  system,  but  that  there  was  a  deficit  of 
0.01  percent  of  taxable  payroll  for  the  disability  insurance  portion, 
and  a  favorable  balance  of  1.17  percent  of  taxable  payroll  for  the  old- 
age  and  survivors  insurance  portion. 

Under  the  1969  act,  the  benefit  changes  made  were  financed  by 
utilizing  the  existing  favorable  actuarial  balance,  without  any  in- 
creases in  the  contribution  rates  and  the  earnings  base.  Accordingly, 
since  the  disability  insurance  system  was  in  such  close  actuarial  bal- 
ance under  the  then-existing  law,  it  was  necessary  to  increase  the  por- 
tion of  the  combined  contributions  which  were  allocated  to  it,  so  as  to 
finance  the  cost  of  the  15-percent  benefit  increase.  Under  the  new 
allocation  basis,  both  the  old-age  and  survivors  insurance  system  and 
the  disability  insurance  system  were  in  close  actuarial  balance. 


1  For  details  of  the  actuarial  balance  of  the  program  before  the  enactment  of  the  1967 
act,  see  page  83,  H.  Rept.  544,  90th  Cong. 
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ACTUARIAL  BALANCE  OF  PROGRAM  UNDER  THE  COMMITTEE  BILL 

Table  I  traces  through  the  change  in  the  actuarial  balance  of  the 
system  from  its  situation  under  present  law,  according  to  the  latest 
estimate,  to  that  under  the  committee  bill,  by  type  of  major  changes 
involved,  determined  as  of  January  1, 1970. 

TABLE  I— CHANGES  IN  ACTUARIAL  BALANCE  OF  OLD-AGE,  SURVIVORS,  AND  DISABILITY  INSURANCE  SYSTEM, 
EXPRESSED  IN  TERMS  OF  ESTIMATED  LEVEL-COST  AS  PERCENTAGE  OF  TAXABLE  PAYROLL,  BY  TYPE  OF  CHANGE, 
INTERMEDIATE-COST  ESTIMATE,  PRESENT  LAW  AND  COMMITTEE  BILL 

(In  percent] 


Old-age  and 
survivors 
insurance 


Disability 
insurance 


Total 
system 


Actuarial  balance  of  present  system      —0.08  0.00  —0.08 

Effect  of  using  1970  earnings     +.25  +.03  +.28 

Increase  in  earnings  base.,     +.20  +.03  +.23 

Age  62  computation  point  for  men.      —0.7  (0  —.07 

Earnings  test  changes..    —.13  0)  —.13 

Widow's  benefits  100  percent  PIA  at  65     —.20  Q)  —.20 

Liberalized  eligibility  for  blind.   (})  —.08  —.08 

4-month  disability  waiting  period     0)  —.06  —.06 

Family  maximum  for  new  beneficiaries   —.03  —.01  —.04 

Miscellaneous  changes^       —.01  0)  —.01 

10  percent  benefit  increase  and  $100  minimum    —1.11  —.13  —1.24 

Revised  contribution  schedule     +1.04  +.21  +1.25 

Total  effect  of  changes  in  bill   —.06  —.01  —.07 

Actuarial  balance  under  bill     —.14  —.01  —.15 


1  Less  than  0.005  percent. 

2  Not  applicable  to  this  program. 

3  Includes  the  following:  child's  benefits  for  children  disabled  at  ages  18  to  21 ;  disabled-child  7  years  re-entitlement; 
reduced  widower's  benefits  at  age  60,  and  broaden  definition  of  adopted  child. 

The  changes  made  by  the  committee  bill  would  maintain  the  sound 
actuarial  position  of  the  old-age,  survivors,  and  disability  insurance 
system.  The  estimated  actuarial  balance  of  —0.15  percent  of  taxable 
payroll  is  not  quite  inside  the  established  limit  within  which  the 
system  is  considered  substantially  in  actuarial  balance  (i.e.  —0.10  per- 
cent of  taxable  payroll),  but — as  pointed  out  earlier — the  difference  is 
small  in  light  of  rising  earnings  levels  and  should  be  made  up  when 
a  new  actuarial  valuation  is  made  in  the  latter  part  of  1971,  when  data 
on  1971  earnings  become  available. 

It  should  be  emphasized  that  in  1950  and  in  subsequent  amend- 
ments, the  Congress  did  not  recommend  that  the  system  be  financed 
by  a  high  level  tax  rate  in  the  future,  but  rather  recommended  an 
increasing  schedule,  which,  of  necessity,  ultimately  rises  higher  than 
such  a  level  rate.  Nonetheless,  this  graded  tax  schedule  will  produce 
a  considerable  excess  of  income  over  outgo  for  many  years  so  that  a 
sizable  trust  fund  will  develop,  although  not  as  large  as  would  arise 
under  an  equivalent  level  tax  rate.  This  fund  will  be  invested  in  Gov- 
ernment securities  (just  as  is  also  the  case  for  the  funds  of  the 
civil  service  retirement,  railroad  retirement,  national  service  life  in- 
surance, and  U.S.  Government  life  insurance  systems).  The  resulting 
interest  income  will  help  to  bear  part  of  the  higher  benefit  costs  of 
future. 
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Level-Cost  of  Benefit  Payments,  by  Type 

The  level-cost  of  the  old-age  and  survivors  insurance  benefit  pay- 
ments (without  considering  administrative  expenses,  the  railroad 
retirement  financial  interchange,  and  the  effect  of  interest  earnings  on 
the  existing  trust  fund)  under  the  1969  act,  according  to  the  latest 
intermediate-cost  estimate,  is  8.90  percent  of  taxable  payroll,  and  the 
corresponding  figure  for  the  program  as  it  would  be  modified  by  the 
committee  bill  is  9.98  percent.  The  corresponding  figures  for  the  dis- 
ability benefits  are  1.10  percent  for  the  1969  act  and  1.32  percent 
for  the  committee  bill. 

Table  II  presents  the  benefit  costs  for  the  old-age,  survivors,  and 
disability  insurance  system  as  it  would  be  after  enactment  of  the 
committee  bill,  separately  for  each  of  tlhe  various  types  of  benefits. 

TABLE  IL— ESTIMATED  LEVEL-COST  OF  BENEFIT  PAYMENTS.  ADMINISTRATIVE  EXPENSES.  AND  INTEREST 
EARNINGS  ON  EXISTING  TRUST  FUND  UNDER  THE  OLD-AGE.  SURVIVORS.  AND  DISABILITY  INSURANCE  SYSTEM, 
AFTER  ENACTMENT  OF  COMMITTEE  BILL.  AS  PERCENTAGE  OF  TAXABLE  PAYROLL.i  BY  TYPE  OF  BENEFIT, 
INTERMEDIATE-COST  ESTIMATE 

[In  percent] 


Old-age  and 

survivors  Disabiity 

Item  insurance  insurance 


Primary  benefits     6.80  1.09 

Wife's  and  husband's  benefits    .5J  .07 

Widow's  and  widower's  benefits   1. 62  (2) 

Parent's  benefits     .01  (2) 

Child's  benefits       .81  .16 

Mother's  benefits       .14  (2) 

Lump-sum  death  payments    .07  (2) 

Total  benefits    9.98  1.32 

Administrative  expenses      .13  .04 

Railroad  retirement  financial  interchange    .09  .00 

Interest  on  existing  trust  fund  3      —.24  —.04 


Net  total  level-cost    9.96  1.32 


1  Including  adjustment  to  reflect  the  lower  contribution  rate  on  self-employment  income  and  on  tips,  as  compared  with 
the  combined  employer-employee  rate. 

2  This  type  of  benefit  is  not  payable  under  this  program. 

3  This  item  includes  reimbursement  for  additional  cost  of  noncontributory  credit  for  military  service  and  is  taken  as  an 
offset  to  the  benefit  and  administrative  expense  costs. 

Income  and  Outgo  in  Near  Future 

Under  the  committee  bill,  benefit  disbursements  under  the  old- 
age,  survivors,  and  disability  insurance  program  will  increase,  over 
present  law,  by  about  $6.7  billion  in  1972,  the  first  full  calendar  year 
of  operation  under  the  modified  program.  The  contribution  income 
for  the  old-age,  survivors,  and  disability  insurance  program  in  1972 
is  about  $0.8  billion  higher  than  under  present  law  (table  III).  Al- 
though these  estimates  are  on  a  level-cost  basis,  the  idea  underlying  the 
estimates  assumes  that  Congress  will  continue,  as  in  the  past,  to  legislate 
specific  benefit  increases  which  take  into  account  changes  in  earnings 
and  price  levels.  Therefore,  these  estimates,  and  the  others  in  this 
section,  assume  no  automatic  increases  in  benefit  rates  under  the  cost- 
of-living  provision. 

Under  the  program  as  modified  by  the  committee  bill,  the  old- 
age  and  survivor's  trust  fund  will  increase  slowly  during  1971-74, 
rising  from  $32.3  billion  at  the  end  of  1970  to  $37.3  billion  at  the 
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end  of  1974.  During  this  period  the  amount  of  annual  increase  will 
rise  from  about  $0.2  billion  in  1971  to  about  $2.6  billion  in  1974.  Then, 
in  1975,  when  the  contribution  rates  increase  (the  combined  employer- 
employee  rate  going  from  8.8  percent  to  10.0  percent),  the  trust  fund 
increases  by  $9.3  billion;  such  large  increases  will  also  occur  in  the 
years  immediately  following  1975  (table  IV).  The  trust  fund  balance 
at  the  end  of  each  year  durmg  the  period  1970-74  will  amount  to  ap- 
proximately 90  percent  of  the  following  year's  outgo  for  benefit 
payments. 

The  disability  insurance  trust  fund  is  estimated  to  increase  by  about 
$0.1  billion  in  1971,  and  by  somewhat  larger  amounts  each  year  there- 
after, through  1974,  when  the  fund  increases  by  about  $0.4  billion. 
The  increase  in  1975  will  be  about  $1.0  billion,  reflecting  the  increase 
from  0.95  percent  in  1974  to  1.05  percent  in  1975,  in  the  combined  em- 
ployer-employee contribution  rate  allocated  to  the  fund.  The  balance 
in  the  disability  insurance  trust  fund  will  increase  from  $5.6  billion 
at  the  end  of  1970  to  $6.5  billion  at  the  end  of  1974,  and  then  to  $7.5 
billion  at  the  end  of  1975  (table  V).  The  trust  fund  balance  at  the  end 
of  each  year  during  the  period  1970-74  will  be  approximately  1.3 
times  the  amount  of  benefit  payments  in  the  following  year. 

TABLE  lll.-PROGRESS  OF  OLD-AGE  AND  SURVIVORS  INSURANCE  AND  DISABILITY  INSURANCE  TRUST  FUNDS, 
COMBINED,  SHORT  RANGE  ESTIMATE 

(In  millions] 


Income  Disbursements 


Calendar  year 

Contribu- 
tions > 

Interest 
on  fund 

Benefit 
payments  2 

Admin- 
istrative 
expenses 

Railroad 
retirement 
financial 
interchange 

Net 
increase 
in  funds 

Funds  at 
end  of  year 

Past  experience: 

1960  

$11, 876 

$569 

$11, 245 

$240 

$314 

$647 

$22, 613 

1961   

12, 323 

614 

12, 749 

303 

337 

-451 

22, 162 

1962  .  

13, 105 

594 

14, 461 

322 

372 

-1,456 

20, 705 

1963  

15,640 

587 

15, 426 

348 

442 

10 

20, 715 

1964   

16, 843 

633 

16,  223 

375 

422 

456 

21, 172 

1965  

17, 205 

651 

18, 311 

418 

459 

-1,331 

19,841 

1966  

22, 679 

702 

20,051 

393 

469 

2, 467 

22, 308 

1967  

25,  518 

896 

21,417 

515 

539 

3, 942 

26, 250 

1968   

27,448 

1,045 

24, 954 

603 

458 

2, 479 

28,729 

1969  

32,004 

1,342 

26, 767 

612 

513 

5, 453 

34, 182 

Estimated  future  expe- 

rience under  commit- 

tee bill: 

19703  

34, 987 

1,821 

31, 894 

623 

589 

3, 702 

37, 884 

1971  

39,366 

1,920 

39,  539 

810 

617 

320 

38.  204 

1972  

42,  202 

1,985 

41, 797 

812 

778 

800 

39, 004 

1973  

44,647 

2,117 

43, 274 

869 

867 

1,754 

40, 758 

1974  

47,  206 

2,303 

44, 779 

885 

840 

3, 005 

43,  763 

1975  

55, 694 

2,691 

46, 316 

892 

827 

10,350 

54, 113 

>  Includes  reimbursements  from  general  fund  of  Treasury  for  costs  of  noncontributory  credits  for  military  service  and 
payments  to  noninsured  persons  aged  72  and  over. 

2  Includes  payments  for  vocational  rehabilitation  services. 

3  Under  present  law. 

Note:  Estimates  assume  no  automatic  increases  in  benefit  rates  under  the  cost-of-living  provision. 
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TABLE  IV.-PROGRESS  OF  OLD-AGE  AND  SURVIVORS  INSURANCE  TRUST  FUND,  SHO«T-RANGE  ESTIMATE 

[In  millions] 


Income 


Disbursements 


Calendar  year 

Contribu- 
tions! 

Interest 
on  fund 

Benefit 
payments  2 

Admin- 
istrative 
expenses 

Railroad 
retirement 
financial 
interchange 

Net 
increase 
in  funds 

Funds  at 
end  of  year 

Past  experience: 

1960  

$10, 866 

$516 

$10, 677 

$203 

$318 

$184 

$20,  324 

1961  

11,285 

548 

11,  862 

239 

332 

-599 

19,725 

1962  

12,059 

526 

13,  356 

256 

361 

-1,388 

18,  337 

1963  

14,  541 

521 

14,217 

281 

423 

143 

18, 480 

1964  

15, 689 

569 

14,914 

296 

403 

645 

19, 125 

1965  

16,017 

593 

16,737 

328 

436 

-890 

18,235 

1966  

20, 658 

644 

18, 267 

256 

444 

2,  335 

20, 570 

1967 

23  216 

818 

19  468 

406 

508 

3  652 

24  222 

1968  

24, 101 

939 

22',  643 

476 

438 

1',  483 

25',  704 

1969  

28, 389 

1,165 

24,210 

474 

491 

4,378 

30, 082 

Estimated  future 

experience  under 

committee  bill: 

1970  3  

30,  539 

1,542 

28, 799 

461 

579 

2,242 

32,  324 

1971  

35, 272 

1,598 

35, 452 

572 

605 

241 

32,  565 

1972  

37,  695 

1,655 

37,  382 

600 

754 

614 

33, 179 

1973  

39,  849 

1,770 

38, 656 

646 

832 

1, 485 

34, 664 

1974  

42, 123 

1,932 

39, 975 

650 

807 

2,623 

37, 287 

1975  

49,  837 

2,281 

41,  332 

649 

794 

9, 343 

46, 630 

1  Includes  reimbursements  from  general  fund  of  Treasury  for  costs  of  noncontributory  credits  for  military  service  and 
payments  to  noninsured  persons  aged  72  and  over. 

2  Includes  payments  for  vocational  rehabilitation  services. 

3  Under  present 

Note:  Estimates  assume  no  automatic  increases  in  benefit  rates  under  the  cost-of-living  provision. 

TABLE  v.— PROGRESS  OF  DISABILITY  INSURANCE  TRUST  FUND,  SHORT-RANGE  ESTIMATE 

[In  millions] 


Calendar  year 


Contribu- 
tions! 


Interest 
on  fund 


Disbursements 


Benefit 
payments  2 


Railroad 
Admin-  retirement 
istrative  financial 
expenses  interchange 


Net 
increase 
in  funds 


Funds  at 
end  of  year 


Past  experinece: 

1960  

1961   

1962  

1963  

1964  

1965  

1966  

1967  

1968  

1969  

Estimated  future  ex- 
perience under  com- 
mittee bill: 

1970  3   

1971  

1972  

1973  

1974  

1975  


$1,010 
1,038 
1,046 
1,099 
1,154 
1, 188 
2, 022 
2,302 
3, 348 
3,615 


$53 
66 
68 
66 
64 
59 
58 
78 
106 
177 


$568 
887 
1,105 
1,210 
1,309 
1,573 
1,784 
1,950 
2,311 
2. 557 


$36 
64 
66 
68 
79 
90 
137 
109 
127 
138 


-$5 
5 
11 
20 
19 
24 
25 
31 
20 
21 


$464 
148 
-69 
-133 
-188 
-440 
133 
290 
996 
1,075 


$2, 289 
2,437 
2,368 
2, 235 
2,047 
1,606 
1,739 
2,029 
3, 025 
4,100 


4, 448 

279 

3,095 

162 

10 

1,460 

5,560 

4, 094 

322 

4,087 

238 

12 

79 

5,639 

4,507 

330 

4,415 

212 

24 

186 

5, 825 

4, 798 

347 

4,618 

223 

35 

269 

6, 094 

5,083 

371 

4, 804 

235 

33 

382 

6,476 

5, 857 

410 

4,984 

243 

33 

1,007 

7,483 

1  Includes  reimbursements  from  general  fund  of  Treasury  for  cost  of  noncontributory  credits  for  military  service. 

2  Includes  payments  for  vocational  rehabilitation  services. 

3  Under  present  law. 

Note:  Estimates  assume  no  automatic  increases  in  benefit  rates  under  the  cost-of-living  provision. 

LoNG-E-ANGE  Operations  op  OASI  Trust  Fund 


Table  VI  gives  the  estimated  operations  of  the  old-age  and  survivors 
insurance  trust  fund  under  the  program  as  it  would  be  changed  by 
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the  committee  bill  for  the  long-range  future,  based  on  the  inter- 
mediate-cost estimate.  It  will,  of  course,  be  recognized  that  the  figures 
for  the  next  two  or  three  decades  are  the  most  reliable  (under  the 
assumption  of  level-earnings  trends  in  the  future)  since  nearly  all  of 
the  populations  concerned — both  covered  workers  and  beneficiaries — 
are  already  born.  As  the  estimates  proceed  further  into  the  future, 
there  is,  of  course,  much  more  uncertainty. 

In  every  year  after  1969  for  the  next  25  years,  contribution  income 
under  the  system  as  it  would  be  modified  by  the  committee  bill  is 
estimated  to  exceed  old-age  and  survivors  insurance  benefit  disburse- 
ments. Even  after  the  benefit-outgo  curve  rises  ahead  of  the  contribu- 
tion-income curve,  the  trust  fund  will  nonetheless  continue  to  increase 
because  of  the  effect  of  interest  earnings  (which  more  than  meet  the 
administrative  expense  disbursements  and  any  financial  interchanges 
with  the  railroad  retirement  program).  As  a  result,  this  trust  fund 
is  estimated  to  grow  steadily  under  the  intermediate  long-range  cost 
estimate  (with  a  level -earnings  assumption),  reaching  $40  billion  in 
1980  and  about  $115  billion  at  the  end  of  this  century.  The  trust  fund 
is  shown  as  being  exhausted  in  about  62  years,  which  results  from  the 
small  lack  of  actuarial  balance,  as  indicated  previously. 

TABLE  VI.— ESTIMATED  PROGRESS  OF  OLD-AGE  AND  SURVIVORS  INSURANCE  TRUST  FUND  UNDER  SYSTEM  AS 
MODIFIED  BY  COMMITTEE  BILL,  LONG-RANGE  INTERMEDIATE-COST  ESTIMATE 

[In  millions] 


Adminis-  Balance  in 

Benefit  trative      Interest  on  fund  at 

Calendar  year  Contributions      payments  i        expenses  fund       end  of  year 


1980  -    $50,481  $47,286  $714  $1,550  $40,505 

1985.    53,667  54,505  772  2,075  50,334 

1990   63,564  61,888  830  3,018  73,106 

1995    68.447  68,095  881  3,821  90,764 

2000   73,942  71,885  920  4,870  115,118 

2025    96,214  119,296  1,353  6,760  148,773 

2040    110,534  138,606  1,558  (2)  (2) 


1  Includes  effect  of  financial  interchange  with  railroad  retirement  system. 

2  Fund  exhausted  in  2032. 

Note:  Contributions  include  reimbursement  for  additional  cost  of  noncontributory  credit  for  military  service  before 
1957.  No  account  is  taken  in  this  table  of  the  outgo  for  the  special  benefits  payable  to  certain  noninsured  persons  aged  72 
or  over  or  for  the  additional  benefits  payable  on  the  basis  of  noncontributory  credit  for  military  service  after  1956— or  of 
the  corresponding  reimbursement  therefor,  w/hich  is  exactly  counterbalancing  from  a  long-range  cost  standpoint. 

Estimates  assume  no  automatic  Increases  in  benefit  rates  under  the  cost-of-living  provision. 

Long-Kange  Operations  of  DI  Trust  Fund 

The  disability  insurance  trust  fund,  under  the  program  as  it  would 
be  changed  by  the  committee  bill,  grows  after  1969,  according  to 
the  intermediate  long-range  cost  estimate,  as  shown  by  table  YII. 
In  1980,  it  is  shown  as  being  $4  billion,  while  in  1990,  the  correspond- 
ing figure  is  $14  billion.  There  is  a  small  excess  of  contribution  income 
over  benefit  disbursements  for  every  year  after  1969  for  the  next  25 
years,  and  then  the  fund  declines  and  is  exhausted  by  2024. 
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TABLE  VII.-ESTIMATED  PROGRESS  OF  DISABILITY  INSURANCE  TRUST  FUND  UNDER  SYSTEM  AS  MODIFIED  BY 
COMMITTEE  BILL,  LONG-RANGE  INTERMEDIATE-COST  ESTIMATE 

[In  millions] 


Adminis-  Balance  in 

Benefit  trative      Interest  on  fund  at 

Calendar  year  Contributions      payments  i        expenses  fund       end  of  year 


1980     $7,129  $6,167  $226  $148  $4,277 

1985.   7,591  7,140  237  310  7,653 

1990   8,674  7,904  250  608  14,455 

1995   9,341  8,827  270  863  20,033 

2000    10,098  10,084  306  1,078  24,634 

2025     13,099  14,583  439  (2)  (2) 

2040   15,044  17,117  516  (2)  (2) 


1  Includes  effect  of  financial  interchange  provision  with  railroad  retirement  system. 

2  Fund  exhausted  in  2024. 

Note:  Contributions  include  reimbursement  for  additional  cost  of  noncontributory  credit  for  military  service  before 
1957.  No  account  is  taken  in  this  table  of  the  outgo  for  the  additional  benefits  payable  on  the  basis  of  noncontributory 
credit  for  military  service  after  1956— or  of  the  corresponding  reimbursement  therefor,  which  is  exactly  counterbalancing 
from  a  long-range  cost  standpoint. 

Estimates  assume  no  automatic  increases  in  benefit  rates  under  the  cost-of-living  provision. 

Table  VIII  shows  the  estimated  costs  of  the  old-age  and  survivors 
insurance  benefits  and  of  the  disability  insurance  benefits  under  the 
program  as  it  would  be  changed  by  the  committee  bill  as  a  per- 
centage of  taxable  payroll  for  various  future  years,  through  the  year 
2040,  and  also  the  level-costs  of  the  two  programs. 

TABLE  VIII.— ESTIMATED  COST  OF  BENEFIT  PAYMENTS  OF  OLD-AGE,  SURVIVORS,  AND  DISABILITY  INSURANCE 
SYSTEM  AS  PERCENT  OF  TAXABLE  PAYROLL.i  UNDER  SYSTEM  AS  MODIFIED  BY  COMMITTEE  BILL 


Old-age  and 

survivors  Disability 
insurance       insurance  Total 


Calendar  year  benefits         benefits  benefits 


1980     8.91  1.17  10.08 

1985      9.70  1.27  10.97 

1990    -   10.40  1.33  11.73 

1995   10.65  1.38  12.03 

2000...   10.43  1.46  11.89 

2025   13.34  1.62  14.96 

2040       13.50  1.65  15.15 

Level-cost2   9.96  1.32  11.28 


»  Taking  into  account  the  lower  contribution  rate  for  self-employment  income  and  tips,  as  compared  with  the  combined 
employer-employee  rate. 

2  Level  contribution  rate,  at  an  interest  rate  of  4.75  percent  benefits  after  1969  taking  into  account  interest  on  the  trust 
fund  on  December  31,  1969,  future  administrative  expenses,  the  railroad  retirement  financial  interchange  provisions, 
and  the  reimbursement  of  noncontributory  military-wage-credits  cost. 

Note:  Estimates  assume  no  automatic  increases  in  benefit  rates  under  the  cost-of-living  provision. 

C.  ACTUARIAL  COST  ESTIMATES  FOR  THE  HOSPITAL  INSURANCE 

SYSTEM 

Summary  of  Actuarial  Cost  Estimates 

The  hospital  insurance  system,  as  modified  by  the  committee  bill, 
has  an  estimated  cost  for  benefit  payments  and  administrative  expenses 
that  is  in  approximate  long-range  balance  with  contribution  income. 
It  is  recognized  that  the  preparation  of  cost  estimates  for  hospitaliza- 
tion and  related  benefits  is  much  more  difficult  and  is  much  more  sub- 
ject to  variation  than  cost  estimates  for  the  cash  benefits  of  the  old- 
age,  survivors,  and  disability  insurance  system.  This  is  so  not  only  be- 
cause the  hospital  insurance  program  has  but  a  few  years  of  operating 
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experience,  but  also  because  of  the  greater  number  of  variable  factors 
involved  in  a,  service-benefit  program  than  in  a  cash-benefit  one. 

New  long-range  actuarial  cost  estimates  for  the  hospital  insurance 
system  have  recently  been  prepared.  They  show  a  significantly  higher 
benefit  cost  than  the  previous  estimates,  which  were  used  as  the  basis 
for  the  1967  amendments. 

These  new  cost  estimates  are  based  on  revised  assumptions  as  to  the 
many  factors  involved  in  the  hospital  insurance  program.  Based  on 
actual  recent  experience,  the  assumptions  include  higher  unit  costs  in 
the  future  for  hospital  and  other  services  covered  by  the  program,  an 
increasing  trend  in  utilization  of  services,  and  somewhat  higher 
increases  in  covered  earnings  that  are  subject  to  contributions.  A 
detailed  presentation  of  the  new  assumptions  is  contained  in  "Actu- 
arial Study  No.  71,"  issued  by  the  Social  Security  Administration, 
Department  of  Health,  Education,  and  Welfare,  but  some  information 
on  these  matters  is  presented  in  the  subsequent  discussion  here. 

Financing  Policy 

FINANCING  BASIS  OF  COMMITTEE  BILL 

The  contribution  schedule  contained  in  the  committee  bill  for  the 
hospital  insurance  program,  under  a  $9,000  taxable  earnings  base  be- 
ginning in  1971,  is  as  follows,  as  compared  with  that  of  present  law: 

[In  percent] 


Combined  employer-employee  rate  Self-employed  rate 


House-  House- 
Present       approved      Committee         Present       approved  Committee 


Calendar  year  law  bill  bill  law  bill  bill 


1970   1.2  1.2  1.2  0.60  0.6  0.6 

1971-72..   1.2  2.0  1.6  .60  1.0  .8 

1973-74....   1.3  2.0  1.8  .65  1.0  .9 

1975   1.3  2.0  2.0  .65  1.0  1.0 

1976-79..-.   1.4  2.0  2.0  .70  1.0  1.0 

1980-85   1.6  2.0  2.2  .80  1.0  1.1 

1986   1.6  2.0  2.2  .80  1.0  1.1 

1987  and  after   1.8  2.0  2.2  .90  1.0  1.1 


Only  one  provision  of  the  committee  bill  would  add  to  the  cost  of 
the  hospital  insurance  program.  This  provision  would  authorize  the 
Secretary  of  Health,  Education,  and  Welfare  to  establish  presumptive 
periods  of  coverage  on  the  basis  of  a  physician's  certification  for 
patients  admitted  to  an  extended  care  facility  (ECF)  or  started  on 
a  home  health  plan.  Unless  disapproved  in  advance,  coverage  upon 
admission  to  an  ECF  would  continue  for  the  lesser  of :  (a)  the  initially 
certified  period,  (b)  until  notice  of  disapproval,  or  (c)  10  days. 
Administration  of  the  home  health  benefit  would  follow  essentially 
the  same  approach.  It  is  believed  that  this  provision  might  increase 
ECF  admissions ;  however^  some  of  the  related  hospital  stays  will  be 
shortened.  The  net  effect  of  this  provision  is  estimated  to  be  a  level-cost 
of  .03  percent  of  taxable  payroll. 

The  bill  contains  a  number  of  provisions  which  are  intended  to 
reduce  the  cost  of  the  program.  Among  these  provisions  are  the  elim- 
ination of  payments  to  certain  providers  of  services  who  have  abused 
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the  program,  the  limitation  of  the  payments  to  certain  providers  of 
services  who  furnish  services  which  are  determined  to  be  unduly  ex- 
pensive, certain  limitations  on  financial  participation  for  supporting 
unnecessary  capital  expenditures,  the  possibility  of  increased  economy 
under  prospective-reimbursement  experiments  and  demonstration 
projects,  the  limitation  of  reimbursement  to  customary  charges  in  cer- 
tain instances  when  these  are  less  than  reasonable  cost,  and  the  require- 
ment of  reasonable  institutional  planning.  The  actuaries  have  not 
found  it  possible  to  estimate  the  extent  of  these  savings ;  accordingly, 
any  savings  resulting  from  these  provisions  represents  a  safety  margin 
in  the  cost  estimate. 

Another  provision  is  designed  to  establish  at  local  levels  profes- 
sional standards  review  organizations  (PSRO's)  as  primary  pro- 
fessional quality  and  cost  control  mechanisms  for  all  health  care 
services  provided  under  medicare  (and  medicaid).  When  PSRO's 
are  fully  operational,  they  will  have  the  potential  to  reduce  the  pro- 
gram cost  substantially.  Although  the  effectiveness  of  such  organiza- 
tions has  been  demonstrated  at  various  localities,  there  is  no  experience 
on  a  nationwide  basis.  Here,  too,  the  actuaries  have  not  found  it 
possible  to  estimate  the  savings  that  will  result  from  this  provision 
ta  this  time ;  the  reductions  in  cost  (as  well  as  any  short-run  increase  in 
administrative  expenses  in  setting  up  PSRO's)  due  to  this  provision 
are  not  taken  into  account  in  the  actuarial  cost  estimates  at  this  time. 
As  the  hospital  insurance  program  experience  affected  by  the  PSRO's 
emerges,  it  is  the  committee's  hope  that  they  can  be  incorporated 
in  the  future  actuarial  cost  estimates. 

A  provision  designed  to  simplify  medicare  reimbursement  requires 
the  uniform  use  of  the  departmental  method  of  cost  apportionment 
for  most  larger  institutions.  The  estimated  level-cost  savings  to  the 
program  due  to  this  provision  is  .02  percent  of  taxable  payroll. 

Another  change  made  by  the  committee  bill  would  permit  individ- 
uals to  obtain  their  medicare  coverage  (both  hospital  insurance  and 
supplementary  medical  insurance)  through  a  health  maintenance  orga- 
nization (a  group  practice  prepayment  plan  or  other  capitation  plan). 
In  such  instances,  the  medicare  program  w^ould  pay  for  such  coverage 
on  a  capitation  basis.  The  capitation  rate  shall  be  determined  by  using 
established  actuarial  methods.  It  is  the  sum  of  the  following  three  com- 
ponents :  (1)  An  adjusted  net  premiimi  w^hich  is  determined  by  adjust- 
ing each  HMO's  net  premium  rate  (actuarial  benefit  cost  of  providing 
the  services)  for  enrollees  under  asre  65  for  differences  between  people 
age  65  and  over  and  those  under  age  65  as  to  their  utilization  of  services. 
Adjustments  should  also  be  made  to  reflect  underwriting  requirements, 
and  other  relevant  factors.  The  adjusted  net  premium  rate  shall  not  ex- 
ceed 95  percent  of  the  benefit  costs  that,  according  to  actuarial  esti- 
mates (which  would  take  into  account  such  factors  as  age  and  sex 
of  the  enrollees,  geographical  location  of  the  organization,  the 
selection  of  risks,  and  the  enrollment  rules  of  the  organization  and 
other  relevant  factors  determined  by  actuarial  principles),  would 
otherwise  have  been  payable  with  respect  to  such  persons  if  they 
had  not  been  members  of  such  organizations;  (2)  A  risk  charge  (re- 
tention minus  administrative  expenses)  which  is  the  lesser  of  (a) 
the  adjusted  net  premium  times  the  ratio  of  the  weighted  ^ross  pre- 
mium rate  of  enrollees  under  age  65  over  the  corresponding  actual 
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benefit  costs  per  capita  plus  administrative  expenses  per  capita,  or 
(b)  150  percent  of  the  average  dollar  amount  of  risk  charges  per 
capita  that  such  organization  structured  in  the  premium  rate  for  all  en- 
rollees  under  age  65 ;  and  (3)  An  administrative  allowance  which  rea- 
sonably represents  the  actual  administrative  costs  of  such  organization 
but  not  to  exceed  95  percent  of  the  national  average  per  capita  cost 
of  administrative  expenses  incurred  by  intermediaries  and  carriers 
(excluding  auditing  expenses)  for  the  same  time  period.  The  commit- 
tee believes  very  strongly  that  the  actuarial  determinations  shall  be 
performed  by  qualified  actuaries  experienced  in  health  insurance 
programs. 

No  valid  experience  under  the  medicare  program  is  available  for 
the  purpose  of  making  any  cost  estimates  of  the  effect  of  the  health 
maintenance  organization  provision.  To  the  extent  that  adequate 
actuarial  analysis  can  be  made  in  the  future  as  to  the  actual  operation 
of  those  organizations,  there  could  be  a  significant  reduction  in  the 
long-run  cost  of  the  medicare  program. 

In  the  early  years  of  operation^  however,  there  might  be  increased 
program  costs,  because  the  relatively  few  organizations  of  this  type 
now  in  existence  are  being  reimbursed  only  their  actual  costs,  whereas 
under  the  provisions  of  the  committee  bill,  they  could,  in  the  future, 
be  reimbursed  somewhat  more  than  costs.  On  the  other  hand,  if  such 
organizations  can  supply  the  covered  services  at  a  lower  cost  than 
what  would  otherwise  prevail,  then  in  the  future,  if  more  of  these 
organizations  are  formed,  there  might  be  a  significant  net  savings 
to  the  program.  Acordingly,  the  actuarial  cost  estimates  have  not 
been  increased  to  reflect  the  possible  short-range  cost  aspects  of  this 
provision  for  a  different  reimbursement  basis  for  health  maintenance 
organizations  since  it  is  possible  that  in  the  long  run  the  provision 
will  result  in  savings. 

The  committee  bill  also  contains  a  provision  that  would  eliminate 
payments  under  the  medicare  program  for  services  covered  by  the  Fed- 
eral employees  health  benefits  plan,  beginning  in  1972,  unless  such 
plan  is  modified  to  make  available  coverage  supplementary  to  that 
under  the  medicare  program.  For  the  purposes  of  the  actuarial  cost  es- 
timates, no  account  is  taken  of  any  possible  reduction  in  benefit  pay- 
ments under  the  medicare  program  on  this  account,  because  of  the  like- 
lihood that  such  modification  will  occur. 

The  committee  bill  provides  an  opportunity  for  persons  who  are 
not  otherwise  eligible  under  the  hospital  insurance  program  to  enroll, 
on  a  voluntary  basis,  and  then  to  pay  the  estimated  full  cost  of  the 
benefit  protection  thus  made  available.  Such  voluntary  elective  indi- 
vidual coverage  can  also  be  obtained  by  States  and  other  organizations 
on  a  group  basis  for  their  retired  employees  aged  65  and  over  who  are 
not  otherwise  protected  under  the  hospital  insurance  program. 

In  this  area  also,  the  actuarial  cost  estimates  presented  in  this 
report  do  not  take  into  account  the  effect  of  this  provision  for  volun- 
tary coverage  of  otherwise  ineligible  persons,  since  it  is  not  possible 
to  estimate  how  many  of  the  approximately  250,000  persons  eligible 
to  so  elect  will  actually  do  so ;  of  these  250,000  persons,  about  145.000 
are  covered  under  the  Federal  Employees  Health  Benefits  plan  and 
so  are  unlikely  to  elect  the  voluntary  hospital  insurance  under  the 
bill.  Thus,  approximately  100,000  persons  are  really  potentially  eli- 
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gible  to  elect.  Furthermore,  if  the  premium  rate,  which  has  been 
actuarially  estimated  at  $27  per  month  for  the  first  year  of  operation, 
is  adequate,  there  will  be  no  net  effect  on  the  financial  operations 
of  the  total  program.  In  any  event,  whether  or  not  such  experience 
is  favorable,  there  will  be  relatively  little  effect  on  the  financial  opera- 
tions of  the  program,  because  of  the  small  number  of  persons  likely 
to  be  involved. 

The  hospital  insurance  program  is  completely  separate  from  the 
old-age,  survivors,  and  disability  insurance  system  in  several  ways, 
although  the  earnings  base  has  thus  far  been  the  same  under  both  pro- 
grams. First,  the  schedules  of  tax  rates  for  old-age,  survivors,  and  dis- 
ability insurance  and  for  hospital  insurance  are  in  separate  subsections 
of  the  Internal  Revenue  Code  (unlike  the  situation  for  old-age  and  sur- 
vivors insurance  as  compared  with  disability  insurance,  where  there  is  a 
single  tax  rate  for  both  programs,  but  an  allocation  thereof  into  two 
portions).  Second,  the  hospital  insurance  program  has  a  separate  trust 
fund  (as  is  also  the  case  for  old-age  and  survivors  insurance  and  for 
disability  insurance)  and,  in  addition,  has  a  separate  Board  of 
Trustees  from  that  of  the  old-age,  survivors,  and  disability  insurance 
system.  Third,  income  tax  withholding  statements  (forms  W-2)  show 
the  proportion  of  the  total  contribution  for  old-age,  survivors,  and 
disability  insurance  and  for  hospital  insurance  that  is  with  respect  to 
the  latter.  Fourth,  the  hospital  insurance  program  covers  railroad 
employees  directly  in  the  same  manner  as  other  covered  workers,  and 
their  benefit  payments  are  paid  directly  from  this  trust  fund  (rather 
than  directly  or  indirectly  through  the  railroad  retirement  system), 
whereas  these  employees  are  not  covered  by  old-age,  survivors,  and 
disability  insurance  (except  indirectly  through  the  financial  inter- 
change provisions).  Fifth,  the  financing  basis  for  the  hospital  insur- 
ance system  is  determined  under  a  different  approach  than  that  used 
for  the  old-age,  survivors,  and  disability  insurance  system,  reflecting 
the  different  natures  of  the  two  programs  (by  assuming  rising  earn- 
ings levels  and  rising  hospitalization  costs  in  future  years,  instead  of 
level-earnings  assumptions  and  by  making  the  estimates  for  a  25-year 
period  rather  than  a  75-year  one) .  Sixth,  the  contribution  rate  for  self- 
employed  persons  is  the  same  as  for  employees,  whereas  under  old-age, 
survivors,  and  disability  insurance,  the  self-employed  pay  50  percent 
more  at  the  present  time. 

SELF-SUPPORTING  NATURE  OF  SYSTEM 

Just  as  has  always  been  the  case  in  connection  with  the  old-age, 
survivors,  and  disalDility  insurance  system,  the  committee  has  very 
carefully  considered  the  cost  aspects  of  the  present  hospital  insurance 
system  and  proposed  changes  therein.  In  the  same  manner,  the  com- 
mittee believes  that  this  program  should  be  completely  self-supporting 
from  the  contributions  of  covered  individuals  and  employers  (the 
transitional  uninsured  group  covered  by  this  program  have  their  bene- 
fits, and  the  resulting  administrative  expenses,  completely  financed 
from  general  revenues).  Accordinglv,  the  committee  very  strongly 
believes  that  the  tax  schedule  in  the  law  should  make  the  hospital  in- 
surance system  self-supportinsf  over  the  long  range  as  nearly  as  can 
be  foreseen,  and  thus  actuarially  sound. 
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ACTUARIAL  SOUNDNESS  OF  SYSTEM 

The  concept  of  actuarial  soundness  as  it  applies  to  the  hospital 
insurance  system  is  somewhat  similar  to  that  concept  as  it  applies  to 
the  old-age,  survivors,  and  disability  insurance  system  (see  discussion 
of  this  topic  in  another  section),  but  there  are  important  differences. 

One  major  difference  in  this  concept  as  it  applies  between  the  two 
different  systems  is  that  cost  estimates  for  the  hospital  insurance  pro- 
gram are  made  over  a  period  of  only  25  years  in  the  future,  rather 
than  75  years  as  in  connection  with  the  old-age^  survivors,  and  disabil- 
ity insurance  program.  A  shorter  period  for  the  hospital  insurance 
program  is  necesary  because  of  the  greater  difficulty  in  making  fore- 
cast assumptions  for  a  service  benefit  than  for  a  cash  benefit.  Although 
there  is  reasonable  likelihood  that  the  number  of  beneficiaries  aged  65 
and  over  will  tend  to  increase  over  the  next  75  years  when  measured 
relative  to  covered  population  (so  that  a  period  of  this  length  is  both 
necessary  and  desirable  for  studying  the  cost  of  the  cash  benefits 
under  the  old-age,  survivors,  and  disability  insurance  program) ,  it  is 
far  more  difficult  to  make  reasonable  assumptions  as  to  the  trends  of 
medical  care  costs  and  practices  for  more  than  25  years  in  the  future. 
In  fact,  experience  with  the  hospital  insurance  program  has  shown 
that  it  is  difficult  even  to  project  5  years  into  the  future. 

It  seems  desirable  to  the  committee  that  the  hospital  insurance  pro- 
gram should  be  in  close  actuarial  balance.  In  order  to  accomplish  this 
result,  the  committee  has  revised  the  contribution  schedule  to  meet 
this  requirement,  according  to  the  underlying  cost  estimates. 

Hospitalization  Data  and  Assumptions 

PAST  increases  IN   HOSPITAL  COSTS  AND  IN  EARNINGS 

Table  A  presents  a  summary  comparison  of  the  annual  increases  in 
hospital  costs  and  the  corresponding  increases  in  wages  that  have  oc- 
curred since  1955  and  up  through  1969. 

TABLE  A.— COMPARISON  OF  ANNUAL  INCREASES  IN  HOSPITAL  COSTS  AND  IN  EARNINGS 

(Percentl 

Increase  over  previous  year 

A\ 

Calendar  year 

1956     

1957     

1958     

1959   

1960    

1961      

1962     

1963   -  

1964   

1965....    

1966      

1967    

1968    

1969   

Average  for  1956-65  

Average  for  1966-69  

1  Data  are  for  calendar  years  (based  on  experience  in  1st  quarter  of  year). 

i  Data  are  for  fiscal  years  ending  in  September  of  year  shown.  Data  are  from  American  Hospital  Assodation,  and  "hos- 
pitalization costs"  represents  total  hospital  expense  per  patient  day. 
3  Preliminary  estimate  made  by  Social  Security  Administration. 


Average  wages 
in  covered 
employment  > 

Average  daily 
hospitalization 
costs  2 

5.7 

4.5 

5.5 

7.7 

3.3 

8.6 

3.3 

6.8 

4.3 

6.8 

3.1 

8.5 

4.2 

5.3 

2.4 

5.6 

3.1 

6.9 

1.6 

7.0 

4.4 

8.3 

6.3 

12.3 

7.0 

13.5 

6.0 

3  14.0 

3.6 

6.8 

5.9 

12.0 
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The  annual  increases  in  earnings  are  based  on  those  in  covered  em- 
ployment under  the  old-age,  survivors,  and  disability  insurance  system 
as  indicated  by  first  quarter  taxable  wages,  which  by  and  large  are  not 
affected  by  the  maximum  taxable  earnings  base.  The  data  on  increases 
in  hospital  costs  are  based  on  a  series  of  average  daily  expense  per 
patient  day  (including  not  only  room  and  board,  but  also  other  inpa- 
tient charges  and  other  expenditures  of  hospitals)  prepared  by  the 
American  Hospital  Association. 

The  annual  increases  in  earnings  fluctuated  somewhat  over  the  period 
up  throug'h  1965,  although  there  were  not  very  large  deviations  from 
the  average  annual  rate  of  3.6  percent ;  no  upward  or  downward  trend 
over  the  period  is  discernible.  The  annual  increases  in  hospital  costs 
likewise  fluctuated  from  year  to  year  during  this  period,  around  the 
average  annual  rate  of  6.8  percent. 

During  the  period  1956-65,  hospital  costs  increased  at  a  faster  rate 
than  earnings.  The  differential  between  these  tw^o  rates  of  increase  fluc- 
tuated widely,  being  as  high  as  somewhat  more  than  5  percent  in  some 
years  and  as  low  as  a  negative  differential  of  about  1  percent  in  1956 
(with  the  next  lowest  differential  being  a  positive  one  of  about  1  per- 
cent in  1962).  Over  the  entire  10-year  period,  the  differential  between 
the  average  annual  rate  of  increase  in  hospital  costs  over  the  average 
annual  rate  of  increase  in  earnings  was  3.2  percent. 

Following  1965,  however,  both  earnings  and  hospital  costs  have 
risen  sharply,  the  former  at  a  rate  of  about  6  percent  per  year  and 
the  latter  at  about  12  percent  per  year.  Thus,  the  differential  rate 
of  increase  of  hospital  costs  as  against  earnings  w^as  about  6  percent 
per  year  during  1966-69,  as  compared  with  3  percent  in  the  preceding 
decade.  Or,  to  put  it  another  way,  in  the  past  15  years,  hospital  costs 
have  increased  at  double  the  rate  that  earnings  in  general  have.  No 
change  in  this  relationship  is  evident  currently,  so  that  relatively  high 
increases  in  hospital  costs  seem  likely  in  at  least  the  next  few  years. 

The  Deparment  of  Health,  Education,  and  Welfare  estimates  that, 
in  the  future.,  after  the  next  few  years,  earnings  will  increase  at  a  rate 
of  about  4  percent  per  year.  It  is  much  more  difficult  to  predict  what 
the  corresponding  increase  in  hospital  costs  will  be. 

EFFECT  ON  COST  ESTIMATES  OF  RISING  HOSPITAL  COSTS 

A  major  consideration  in  making  cost  estimates  for  hospital  bene- 
fits, then,  is  how  long  and  to  what  extent  the  tendency  of  hospital  costs 
to  rise  more  rapidly  than  the  general  earnings  level  will  continue  in 
the  future,  and  whether  or  not  it  may,  in  the  long  run,  be  counter- 
balanced by  a  trend  in  the  opposite  direction.  Some  factors  to  consider 
are  the  relatively  low  waives  of  hospital  employees  (which  have  been 
rapidly  "catching  up"  with  the  general  level  of  wages  and  obviously 
may  be  expected  to  "catch  up"  completely  at  some  future  date,  rather 
than  to  increase  indefinitely  at  a  more  rapid  rate  than  wages  gen- 
erally) and  the  development  of  new  medical  techniques  and  proce- 
dures, with  resultant  increased  expense. 

In  connection  with  this  latter  factor,  there  are  possible  counterbal- 
ancing factors.  The  higher  costs  involved  for  more  refined  and  exten- 
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sive  treatments  may  be  offset  by  the  development  of  out-of-bospital 
facilities,  shorter  durations  of  hospitalization,  and  less  expense  for 
subsequent  curative  treatments  as  a  result  of  preventive  measures. 
Also,  it  is  possible  that  at  some  time  in  the  future,  the  productivity 
of  hospital  personnel  will  increase  significantly  as  the  result  of  changes 
in  the  organization  of  hospital  services  or  for  other  reasons,  so  that, 
as  in  other  fields  of  economic  activity,  the  general  wage  level  might 
increase  more  rapidly  than  hospitalization  prices  in  the  long  run. 

Perhaps  the  major  consideration  in  making  actuarial  cost  estimates 
for  hospital  benefits  is  that — unlike  the  situation  in  regard  to  cost 
estimates  for  monthly  cash  benefits,  where  the  result  is  the  opposite — 
an  unfavorable  cost  result  is  shown  when  total  earnings  levels  rise, 
unless  the  financing  provisions  of  the  system  are  kept  up  to  date  (inso- 
far as  the  maximum  taxable  earnings  base  is  concerned) .  The  reason 
for  this  result  is  that  hospital  costs  rise  at  least  at  the  same  rate  oyer 
the  long  run  as  the  total  earnings  level,  whereas  the  contribution  in- 
come rises  less  rapidly,  unless  the  earnings  base  is  kept  up  to  date,  than 
the  total  earnings  level. 

For  these  reasons,  the  cost  estimates  were  previously  based  on  the 
assumption  that  both  hospital  costs  and  the  general  level  of  earnings 
will  increase  in  the  future  for  the  entire  25 -year  period  considered, 
while  at  the  same  time  the  earnings  base  will  not  change.  The  present 
cost  estimates  no  longer  assume  that  the  maximum  taxable  earnings 
base  will  not  change,  but  rather  that  it  will  be  increased  in  the  future 
as  in  the  past. 

The  committee  is  aware  that  such  a  modification  represents  a  basic 
change  from  the  way  future  financing  of  the  hospital  insurance  pro- 
gram has  previously  been  handled.  However,  there  are  a  number  of 
provisions  in  the  committee  bill  which  should  result  in  savings  but 
for  w^hich  no  savings  have  been  reflected  in  the  actuarial  projections. 
It  is  the  committee's  hope  that  these  provisions  will  offset  any  unan- 
ticipated further  cost  increases  in  the  future. 

The  fact  that  the  cost-sharing  provisions  (the  initial  hospital  de- 
ductible and  the  coinsurance  features)  are  on  a  dynamic  basis  which 
varies  with  hospital  costs  is  taken  into  account  as  not  requiring  a 
higher  cost  estimate  than  would  be  needed  if  static  conditions  were 
assumed. 

ASSUMPTIONS  AS  TO  RELATIVE  TRENDS  OF  HOSPITAL  COSTS  AND  EARNINGS 
UNDERLYING  COST  ESTIMATE  FOR  COMMITTEE  BILL 

As  indicated  previously,  the  committee  very  strongly  believes  that 
the  financing  basis  of  the  hospital  insurance  program  should  be  de- 
veloped on  a  conservative  basis.  Although  the  trend  of  beneficiaries 
aged  65  and  over  relative  to  the  working  population  will  undoubtedly 
move  in  an  upward  direction  after  25  years  from  now,  it  seems  impos- 
sible to  predict  what  the  trend  of  medical  costs  and  what  hospital- 
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utilization  and  medical-practice  trends  will  be  in  the  distant  future. 

The  assumptions  as  to  the  short-term  trend  of  hospital  costs  for  the 
cost  estimates  presented  here  are  shown  in  table  B.  As  in  the  past, 
it  is  assumed  that  the  greatest  annual  increases  in  hospital  cost  rates 
have  already  taken  place. 

TABLE  B.— ASSUMPTIONS  AS  TO  FUTURE  RATES  OF  INCREASES  IN  HOSPITAL  COSTS 

Rate  of  increase 


Calendar  year  :  («w  percent) 

1969    15.  0 

1970    14.0 

1971   13.0 

1972    11.5 

1973    10.0 

1974    8.5 

1975    7.0 

1976   -   6.  0 

1977    5.0 

1978  and  after   4.  0 


ASSUMPTIONS    AS    TO    HOSPITAL    UTILIZATION    RATES    UNDERLYING  COST 
ESTIMATES  FOR  COMMITTEE-APPROVED  BILL 

The  hospital  utilization  assumptions  for  the  cost  estimates  in  this 
report  are  founded  on  the  hypothesis  that  current  practices  in  this 
field  will  not  change  even  more  in  the  future  than  past  experience 
has  indicated.  In  other  words,  no  account  is  taken  of  the  possibility 
that  there  will  be  a  drastic  change  in  philosophy  as  to  the  best  medical 
practices,  so  as,  for  example,  to  utilize  in-hospital  care  to  a  much 
greater  extent  than  is  now  the  case. 

The  hospital  utilization  rates  used  for  the  cost  estimates  for  your 
committee's  bill  are  based  on  the  actual  experience  of  the  program  in 
1968,  with  assumed  increases  of  1  to  2  percent  per  year  for  the  next 
decade. 

ASSUMPTIONS  AS  TO  HOSPITAL  PER  DIEM  RATES  UNDERLYING  COST 
ESTIMATES  FOR  COMMITTEE -APPROVED  BILL 

The  average  daily  hospital  reimbursement  rate  by  the  program  for 
1968  (i.e.  not  including  the  cost-sharing  payments  made  by  the  bene- 
ficiaries) was  about  $48.  This  was  projected  for  future  years  in  the 
manner  described  previously. 

Eesults  of  Cost  Estimates 

summary  of  cost  estimate  for  committee  bill 

The  level-cost  of  the  benefits  and  administrative  expenses  under 
present  law  is  estimated  at  2.11  percent  of  taxable  payroll  under  the 
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assumption  that  the  earnings  base  will  be  increased  in  the  future  as  in 
the  past.  Such  level-cost  would  be  2.79  percent  of  taxable  payroll  if  it 
were  assumed  that  the  earnings  base  would  remain  fixed  at  $7,800  over 
the  entire  25 -year  valuation  period — the  assumption  underlying  pre- 
vious actuarial  evaluation  of  the  program 

Under  the  rising-earnings-base  assumption,  the  level-equivalent  of 
the  graded  contribution  schedule  under  present  law  is  1.56  percent  of 
taxable  payroll  and  the  level -equivalent  value  of  the  existing  trust 
fund  is  0.02  percent  of  taxable  payroll,  so  that  there  is  a  lack  of  actu- 
arial balance  under  present  law,  using  the  revised  estimates  of  hospital 
cost  trends  and  the  other  revised  cost  factors,  amounting  to  0.53  per- 
cent of  taxable  payroll.  Under  the  assumption  that  the  earnings  base 
remains  level  in  the  future  at  the  $7,800  amount  specified  in  present 
law  (the  assumption  which  has  heretofore  been  made  in  setting  the 
contribution  schedule),  the  level-equivalent  of  the  contribution  sched- 
ule is  1.52  percent  of  taxable  payroll,  and  the  level-equivalent  of  the 
existing  trust  fund  is  0.03  percent  of  taxable  payroll,  so  that  then  the 
actuarial  balance  would  be  —1.24  percent  of  taxable  payroll. 

Under  the  committee  bill,  there  would  be  additional  financing 
for  the  program,  both  through  the  increase  in  the  earnings  base  to 
$9,000,  effective  in  1971,  and  through  increasing  the  rates  in  the  con- 
tribution schedule.  Thus,  the  new  contribution  schedule  (which  has  a 
level-equivalent  value  of  2.05  percent  of  taxable  payroll)  would,  if  the 
projected  cost  assumptions  are  valid,  adequately  finance  the  program, 
whose  actuarial  balance  would  then  be  —0.05  percent  of  taxable 
payroll. 

Table  C  traces  through  the  actuarial  balance  of  the  hospital  insur- 
ance system  from  its  situation  under  present  law,  according  to  the 
latest  estimate,  to  that  under  the  committee  bill,  determined  as  of 
January  1, 1970. 

TABLE  C.-CHANGES  IN  ACTUARIAL  BALANCE  OF  HOSPITAL  INSURANCE  SYSTEM,  EXPRESSED  IN  TERMS  OF  ESTI- 
MATED LEVEL-COST  AS  PERCENTAGE  OF  TAXABLE  PAYROLL,  INTERMEDIATE-COST  ESTIMATE,  PRESENT  LAW, 
HOUSE  APPROVED  BILL  AND  COMMITTEE  BILL 

(In  percent] 


Level-cost  or  level-equivalent 

Item 

Contribu-  Benefit 
tions    payments  1 

Existing 
trust 
fund 

Actuarial 
balance 

Present  law,  level  $7,800  earnings  base  -  

Present  law,  increasing  earnings  base  2  

House  approved  bill,  increaseing  earnings  base  

Committee  bill,  increasing  earnings  base  2    

  1. 52           2. 79 

  1.56  2.11 

  1.98  2.11 

2. 05           2. 12 

0. 03 
.02 
.02 
.02 

-1.24 
-.53 
-.11 
-.05 

t  Including  also  the  administrative  expenses. 

1  The  cost  esltmate  is  made  under  the  assumption  that  the  maximum  taxable  earnings  base  will  be  increased  after 
1970,  so  that  approximately  the  same  proportion  of  the  total  payroll  in  covered  employment  will  be  taxable  as  was  the  case 
under  the  $7,800  base  in  1968.  This  would  produce  a  base  of  $9,000  in  1971-72  (as  in  the  committee  bill)  and  under 
the  assumptions  made  as  to  future  changes  in  earnings  levels,  $9,600  in  1973-74,  $10,200  in  1975-76,  $11,400  inl977-78, 
etc.,  to  $21,000  in  1993-94. 

The  cost  for  the  persons  who  are  blanketed-in  for  the  hospital  and 
related  benefits  is  met  from  the  general  fund  of  the  Treasury  (with 
the  financial  transactions  iuA'Olved  passing  through  the  hospital  in- 
surance trust  fund).  The  costs  so  involved,  along  with  the  financial 
transactions,  are  not  included  in  the  preceding  cost  analysis,  although 
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they  are  shown  in  the  following  discussion  of  the  progress  of  the  hos- 
pital insurance  trust  fund.  A  later  portion  of  this  section  discusses 
these  costs  for  the  blanketed-in  group. 

FUTURE  OPERATIONS  OF  HOSPITAL  INSURANCE  TRUST  FUND 

Table  D  show^s  the  estimated  operation  of  the  hospital  insurance 
trust  fund  under  present  law  (assuming  no  change  in  the  $7,800  earn- 
ings base),  while  table  E  gives  similar  figures  for  the  committee  bill 
(under  the  assumption  that  the  $9,000  earnings  base  effective  in  1971 
will  be  increased  as  earnings  levels  rise  in  the  future) . 

Under  present  law,  outgo  exceeds  income  for  every  year  after  1969. 
As  a  result,  the  trust  fund  is  shown  as  being  exhausted  in  mid-1972. 
According  to  this  estimate,  under  the  committee  bill  the  balance  in 
the  trust  fund  would  grow  steadily  in  the  future,  increasing  from 
about  $2.2  billion  at  the  end  of  1970  to  $5.9  billion  5  years  later;  over 
the  lontr  range,  the  trust  fund  would  build  up  steadily,  reaching 
$22.4  billion  in  1994,  somewhat  less  than  1  year,  ago. 

TABLE  D.- ESTIMATED  PROGRESS  OF  HI  TRUST  FUND  UNDER  PRESENT  FINANCING  PROVISIONS,  INCURRED 

BASIS 

[In  millions] 


Government 

Adminis- 

Contribu- 

payment for 

Benefit 

trative 

Interest 

Net 

Fund  at 

Calendar  year 

tions  1 

uninsured  ^ 

payments 

expenses 

on  fund  3 

income 

end  of  year 

1970  

$4,973 

$618 

$5, 820 

$140 

$139 

-$130 

$2, 183 

1971  

5,231 

656 

6,894 

150 

101 

-1,056 

1,127 

1972  

5, 482 

685 

8,031 

161 

8 

-2,017 

0) 

1  Includes  payments  from  general  fund  for  military  service  wage  credits. 

2  Cost  for  benefit  payments  and  accompanying  administrative  expenses  for  uninsured  persons  for  each  fiscal  year  is 
assumed  to  be  paid  to  the  trust  fund  in  the  middle  of  the  fiscal  year  (i.e.,  at  the  end  of  the  corresponding  calendar  year). 

3  Over  the  long  range,  a  5-percent  rate  is  assumed,  with  a  somewhat  higher  rate  in  the  early  years. 

*  Fund  exhausted  in  1972. 

Note:  Fund  balance  at  beginning  of  1970  is  $2,413,000,000  on  an  incurred  basis  (as  compared  with  $2,505,000,000 
on  a  cash  basis.) 

TABLE  E.— ESTIMATED  PROGRESS  OF  THE  HI  TRUST  FUND  UNDER  FINANCING  PROVISIONS  OF  COMMITTEE  BILL 
UNDER  BASIS  OF  EARNINGS  BASE  BEING  INCREASED  IN  THE  FUTURE,>  INCURRED  BASIS 

[In  millions  of  dollars] 

Payment 
from 

general  Administra- 
Contribu-      fund  for       Benefit  tive   Interest  on  Net    Fund  at  end 

Calendar  year  tions2  uninsured  3     payments     expenses         fund*        income         of  year 

1970    4,973  618  5,820  140  139  -230  2,183 

1971    7,404  671  6,974  150  166  1,117  3,300 

1972    7,784  700  8,111  161  208  420  3,720 

1973   9.423  716  9,254  172  245  958  4,678 

1974   9,853  716  10,433  183  275  228  4,906 

1975   11,723  703  11,537  195  305  999  5,905 

1976   12,211  680  13,592  207  311  -597  5,308 

1977   13,326  646  12,615  219  329  1,467  6,775 

1978    13,880  605  14,467  232  367  153  6,928 

1979   14,763  558  15,322  246  368  121  7,049 

1980   16,895  505  16,218  260  398  1,320  8,369 

1985    22,238  292  21,472  345  718  1,431  15,431 

1990    28,712  124  28,726  457  944  597  19,641 

1994   351732  48  35,670  560  1,077  627  22,395 

1  Maximum  taxable  earnings  base  would  be  $7,800  in  1970,  $9,000  in  1971-72.  $9,600  in  1973-74,  $10,200  in  1975-76. 
$11,400  in  1977-78.  increasing  ultimately  to  $21,000  in  1993-94.  Combined  employer-employee  contribution  schedule 
would  be  1.2  percent  for  1970,  1.6  percent  for  1971-72.  1.8  percent  for  1973-74,  2.0  percent  for  1975-79.  and  2.2  percent 
for  1980  and  after. 

2  Includes  payment  from  general  fund  for  military  service  wage  credits.  u  «  i 

3  Cost  for  benefit  payments  and  accompanying  administrative  expenses  for  uninsured  persons  tor  each  fiscal  year  is 
assumed  to  be  paid  to  the  trust  fund  in  the  middle  of  the  fiscal  year  (i.e.,  at  the  end  of  the  corresponding  calendar  year). 

*  Over  the  long  range,  a  5-percent  rate  is  assumed,  with  a  somewhat  higher  rate  in  the  early  years. 
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COST  ESTIMATE  FOR  HOSPITAL  BENEFITS  FOR  NONINSUKED  PERSONS  PAID 
FROM  GENERAL  FUNDS 

Hospital  and  related  benefits  are  provided  not  only  for  beneficiaries 
of  the  old-age,  survivors,  and  disability  insurance  system  and  the 
railroad  retirement  system,  but  also  on  a  "free"  basis  for  most  other 
persons  who  were  aged  65  and  over  in  1966  (and  for  many  of  those 
attaining  this  age  in  the  next  few  years)  who  are  not  insured  under 
either  of  these  two  social  insurance  systems.  The  exceptions  are  non- 
insured  persons  who  are  active  and  retired  Federal  employees  who  are 
eligible  (or  had  the  opportunity  of  being  eligible)  for  similar  protec- 
tion under  the  Federal  Employees  Health  Benefits  Act  of  1959  or  who 
are  short-residence  aliens. 

Under  present  law,  persons  meeting  such  conditions  who  attain  age 
65  before  1968  qualify  for  the  hospital  benefits  regardless  of  w^hether 
they  have  had  any  covered  employment  in  the  past,  while  those  attain- 
ing age  65  after  1967  must  have  some  such  coverage  to  qualify — name- 
ly, 3  quarters  of  coverage  (which  can  be  acquired  at  any  time  after 
1936)  for  each  year  elapsing  after  1966  and  before  the  year  of  attain- 
ment of  age  65  (e.g.,  3  quarters  of  coverage  for  attainment  of  age  65  in 
1968,  6  quarters  for  1969,  etc.).  This  transitional  provision  "washes 
out"  under  present  law  for  men  attaining  age  65  in  1975  and  for  women 
attaining  age  65  in  1974,  since  the  fully-insured- status  requirement  for 
monthly  benefits  for  such  categories  is  then  no  greater  than  the  special- 
insured  status  requirement. 

Under  the  committee  bill,  these  requirements  for  noninsured  men 
would  "w^ash  out"  at  the  same  time  as  for  women  (due  to  the  "age-62 
computation  point  for  men"  provision  in  the  committee  bill). 

The  benefits  for  the  noninsured  group  Avho  receive  hospital  insur- 
ance benefits  on  a  "free"  basis  is  to  be  paid  from  the  hospital  insurance 
trust  fund,  but  with  financial  reimbursement  therefor  from  the  gen- 
eral fund  of  the  Treasury  on  a  current  basis,  or  with  appropriate 
interest  adjustment.  The  estimated  cost  to  the  general  fund  of  the 
Treasury  for  the  hospital  and  related  benefits  for  this  noninsured 
group  (including  the  applicable  additional  administrative  expenses) 
for  various  future  years  is  shown  in  Table  E.  The  estimated  cost  to 
the  general  fund  of  the  Treasury  for  the  closed  group  involved 
increases  slowly  to  a  peak  of  about  $716  million  per  year  in  1973-74 
and  then  decreases  steadily  thereafter.  Offsetting,  in  large  part,  the 
decline  in  the  number  of  eligibles  blanketed-in  are  the  factors,  the 
increasing  hospital  utilization  per  capita  as  the  average  age  of  the 
group  rises  and  the  increasing  hospital  costs  in  future  years. 

The  foregoing  discussion  and  cost  estimates  do  not  include  the  non- 
insured  persons  who,  under  the  provisions  of  the  committee  bill, 
can  voluntarily  buy  into  the  hospital  program  on  the  basis  of  their 
paying  the  estimated  full  costs  involved. 

D.  ACTUARIAL  COST  ESTIMATES  FOR  THE  SUPPLEMENTARY 
MEDICAL  INSURANCE  SYSTEM 

Summary  of  Actuarial  Cost  Estimates 

The  committee  bill  has  broadened  the  benefit  protection  provided 
by  the  supplementary  medical  insurance  program.  Manual  manipu- 
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lation  of  the  spme  by  qualified  chiropractors  will  be  covered  if  the 
chiropractor  meets  certain  minimum*^  standards  estabSed  bv  the 
Secretary  of  Health,  Education,  and  Welfare         estaDiislied  by  the 

reJuce  TheTost'^of '11^"'"'';'  "  T'^^'y  ^'^^^'^^^^  -^ich  will 
thl.  •  ■  •  ,  supplementary  insurance  program  Amone- 
these  provisions  is  the  establishment  of  limits  on  prevailing  chS 

ttep   t/^*\?'T"*"'  "P«»  enactment  of  the  bS  and  f  diSg 
L  tStel'rf/n'of'^^."''™^"*      appropriate  economic  index)  and 
Scia%oZn4leSLl™'"~  teaching  W 

no^^nt'i'ol*''?  °°""?ittee  adopted  certain  provisions  which  have  the 
potential  of  reducing  the  costs  of  the  supplementary  medical  insurance 
program.  Among  these  provisions  are  the  limitation  onX  re"mbur"e 
^Zl^  SfTT^  '"•'^  therapists,  the  establishment  ofVrofes- 

of  Tnl^.fn  r  '  '^''f  T^'il^^tions,  the  establishment  of  the^Office 
of  Inspector  General  m  the  Department  of  Health,  Education  and 
Welfare,  the  increased  penalty  for  defrauding  health  care  programs 
the  reasonable  limitations  on  medicare  allowances  for  routine  folC  ' 

B'lurSh?;idT''°"';  ^"'^  and  the  inclusTon  of 

Blue  Shield  payments  in  calculating  reasonable  charges.  The  actuaries 
have  not  been  able  to  estimate  the  extent  of  the  savings  under  these 
provisions;  there  could  be  a  significant  reduction  in  thefong  run  costs' 
No  account  IS  taken  in  the  actuarial  cost  estimates  for  the  supple: 

tee  bill  that  provide  for  medicare  coverage  to  be  obtained  from  health 

hfter'lO?^  iTCffif'""'  r4''^  ^.-^fit-      be°withh  d 

(atter  1971)  if  benefits  are  payable  to  the  individual  under  the  Fed- 

with  mriE  P'^'^'  ""'^^^         P'^"  coordinated 

of  Hpn?ff  these  changes  will  be  recognized  by  the  Secretary 

ot  Health,  Education,  and  Welfare  m  his  determination  of  the  stand- 
ard premium  rate  for  fiscal  year  1972,  which  in  accordance  with  the 
provisions  of  present  law  will  be  promulgated  in  December  1970. 

Financing  Pouct 

self-supporting  natotie  op  system 

Coverage  under  supplementary  medical  insurance  can  be  voluntarily 
elected,  on  an  individual  basis,  by  virtually  all  persons  aged  65  and 
over  m  the  United  States.  This  program  is  intended  to  be  completely 
self-supporting  from  the  premiums  of  enrolled  individuals  and  from 
the  enual-matchmg  contributions  from  the  general  fund  of  the  Treas- 
ury. For  the  initial  period.  .Tnlv  1966  through  December  1967.  the 
premium  rate  was  established  by  law  at  $3  per  month,  so  that  the  total 
income  of  the  system  per  particpant  per  month  was  $6.  Peisons  who 
do  not  elect  to  come  into  the  system  at  as  early  a  time  as  possible  gen- 
erallv  have  to  pay  a  higher  premium  rate.  The  law  rennires  that'~the 
standard  monthly  premium  rate  be  adjusted  annually  by  promulga- 
tion of  the  Secretary  of  Health,  Education,  and  Welfare  (using  ap- 
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propriate  actuarial  methods),  so  as  to  reflect  the  expected  experience 
on  an  incurred-cost  basis,  including  an  allowance  for  a  margin  for 
contingenices.  All  financial  operations  for  this  program  are  handled 
through  a  separate  fund,  the  supplementary  medical  insurance  trust 
fund. 

ACTUARIAL  SOUNDNESS  OF  SYSTEM 

The  concept  of  actuarial  soundness  for  the  old-age,  survivors,  and 
disability  insurance  system  and  for  the  hospital  insurance  system  is 
somewhat  different  than  that  for  the  supplementary  medical  insurance 
program.  In  essence,  the  last  system  is  on  a  "current  cost"  financing 
basis,  rather  than  on  a  "long-range  cost"  financing  basis.  The  situa- 
tions are  essentially  different  because  the  financial  support  of  the 
supplementary  medical  insurance  system  comes  from  a  premium  rate 
that  is  subject  to  change  from  time  to  time,  in  accordance  with  the 
experience  actually  developing  and  with  the  experience  anticipated  in 
the  near  future.  The  actuarial  soundness  of  the  supplementary  medi- 
cal insurance  program,  therefore,  depends  only  upon  the  "short-term" 
premium  rates  being  adequate  to  meet,  on  an  accrual  basis,  the  benefit 
payments  and  administrative  expenses  over  the  period  for  which  they 
are  established  (including  the  accumulation  and  maintenance  of  a 
contingency  fund). 

Results  of  Cost  Estimates 

Both  the  bill  passed  by  the  House  of  Representatives  and  the  com- 
mittee bill  make  changes  which  have  a  significant  cost  effect.  These 
changes  are  summarized  in  the  following  table  along  with  the  cost  per 
participant  per  month  relative  to  the  current  $10.60  monthly  premium 
rate  (for  participant  and  the  Government  combined)  : 


[Premium  rate  per  month] 


Cost 

House- 

approved 

Committee 

Item 

bill 

bill 

Limited  coverage  of  chiropractic  services   

+$0. 22 

Liberalized  physical  therapy  benefits    

  +$0.03  ... 

Lower  limits  on  prevailing  charge  levels.    

   -.20 

-.20 
+.  02 

Total'    

  -.17 

1  Savings  effect  of  other  provisions  of  the  bill  not  estimated. 

The  total  cost  of  $0.02  per  month  per  capita  is  equivalent  to  an 
annual  cost  of  $4.7  million  with  respect  to  19.6  million  participants. 

E.  ACTUARIAL  COST  ESTIMATES  FOR  THE  CATASTROPHIC  HEALTH 

INSURANCE  SYSTEM 

Introduction 

This  section  of  the  report  presents  the  actuarial  cost  estimates  for 
the  catastrophic  health  insurance  program  established  by  the  Social 
Security  Amendments  of  1970  approved  by  the  committee.  A  summary 
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of  the  benefit,  coverage,  and  financing  provisions  of  the  system  is  con- 
tained in  previous  sections. 

Summary  of  Actuarial  Cost  Estimates 

The  catastrophic  health  insurance  program  established  by  the  com- 
mittee bill  has  an  estimated  cost  for  benefit  payments  and  adminis- 
trative expenses  that  is  in  long-range  balance  with  contribution 
income.  It  is  recognized  that  the  preparation  of  the  cost  estimates 
for  hospital  and  physicians'  services  and  related  benefits  is  much  more 
difficult  and  much  more  subject  to  variation  than  cost  estimates  for 
the  old-age,  survivors,  and  disability  insurance  system.  It  is  also  rec- 
ognized that  future  experience  can  be  different  from  the  projections. 
This  is  not  only  because  the  catastrophic  health  insurance  program 
will  be  newly  established,  w^ith  no  past  operating  experience,  but 
also  because  of  the  great  number  of  variable  factors  in  the  under- 
lying cost  elements  of  covered  medical  services.  It  is  essential  as  stated 
in  the  committee  report,  that  the  operations  of  this  new  program 
should  be  carefully  studied  as  they  occur  in  the  future,  so  that  the 
Congress  and  the  executive  branch  can  be  kept  well  informed  and 
on  a  timely  basis.  Under  these  circumstances,  the  committee  has 
agreed  with  the  practice  which  has  been  established  with  the  title 
XVIII  programs  that  there  should  be  a  small  continuing  actuarial 
sample  (of  perhaps  1  percent  of  all  eligible  individuals),  so  that  the 
emerging  experience  can  be  analyzed  promptly  and  thorousfhly.  In 
this  connection,  it  will  be  essential  for  carriers  and  intermediaries  in- 
volved in  the  processing  and  payment  of  claims  to  supply  the  neces- 
sary actuarial  information  promptly  and  in  an  adequate  fashion  for 
the  actuarial  analysis  to  be  made. 

Financing  Policy 

financing  basis  of  bill 

The  contribution  schedule  contained  in  the  committee- approved 
bill  for  the  catastrophic  health  insurance  program,  on  a  maximum 
earnings  base  of  $9,000  in  1971  and  assuming  earnings  base  increases 
thereafter,  is  as  follows : 


Employer- 

employee  rate 

Self-employed 

Calendar  year 

(percent) 

rate  (percent) 

1972-74     

    0.6 

0.3 
.35 
.4 

1975-79   -  

   .7 

1980  and  after.  -   

   .8 

Although  the  taxable  earnings  base  is  the  same  for  the  catastrophic 
health  insurance  program  as  for  the  hospital  insurance  program,  the 
financial  operations  of  the  two  programs  are  completely  separate. 
First,  the  catastrophic  health  insurance  program  will  have  a  com- 
pletely separate  trust  fund,  as  well  as  a  separate  Board  of  Trustees 
from  that  of  the  old-age,  survivors,  and  disability  insurance  system 
and  the  hospital  insurance  and  supplementary  medical  insurance  sys- 
tems. Secondly,  the  schedule  of  tax  rates  for  the  catastrophic  health  in- 
surance program  is  in  a  separate  subsection  of  the  Internal  Revenue 
Code. 
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SELF-SUPPORTING  NATURE  OF  SYSTEM 

The  old-age,  survivors,  and  disability  and  health  insurance  system 
has  always  been  of  a  self -supporting  nature.  The  committee  has  care- 
fully considered  the  cost  aspect  in  the  proposed  catastrophic  health 
insurance  program,  and  believes  that  this  program  should  also  be  com- 
pletely self-supporting  from  the  contributions  of  covered  individuals 
and  employers.  Accordingly,  the  committee  very  strongly  believes 
the  program  should  be  financed  on  an  actuarial  sound  basis.  The  tax 
schedule  in  the  committee  bill  should  make  the  catastrophic  health 
insurance  program  self-supporting  over  the  next  25  years. 

Actuarial  Soundness  of  System 

The  concept  of  actuarial  soundness  as  it  applies  to  the  catastrophic 
health  insurance  program  is  the  same  as  it  applies  to  the  hospital 
insurance  program. 

The  cost  estimates  for  the  catastrophic  health  insurance  program 
are  made  over  a  period  of  25  years  in  the  future.  Although  it  is  diffi- 
cult to  predict  the  future  trends  of  medical  care  costs  and  the 
change  in  medical  technology  for  the  next  25  years,  it  is  feasible  to 
make  reasonable  assumptions  as  to  these  factors.  Another  considera- 
tion is  that  changes  in  the  population,  can  be  predicted  with  a  higher 
degree  of  accuracy.  The  future  costs  of  the  program  and  financing 
thereof  are  in  large  part  affected  by  population  changes. 

In  starting  a  new  program  such  as  the  catastrophic  health  insurance 
program,  the  committee  believes  that  the  program  should  be  in  actu- 
arial balance.  In  order  to  accomplish  this  result,  the  committee  has 
developed  a  contribution  schedule  that  will  meet  this  requirement, 
according  to  the  underlying  cost  estimates. 

Results  of  Cost  Estimates 

level- cost  of  catastrophic  health  insurance  benefits 

The  level-cost  of  the  catastrophic  health  insurance  benefits  (includ- 
ing administrative  expenses)  that  was  adopted  by  the  committee  is 
estimated  to  be  0.80  percent  of  taxable  payroll.  Under  the  assumption 
that  the  maximum  taxable  earnings  base  will  be  $9,000  in  1971  and 
increased  in  the  future  as  in  the  past.  The  valuation  period  used  in 
determining  the  level-cost  is  a  25-year  period  (1972-96),  as  explained 
previously. 

The  level  equivalent  of  the  contribution  schedule  in  the  bill  over 
the  same  25 -year  period,  is  0.76  percent.  Accordingly,  these  estimates 
indicate  that  the  catastrophic  health  insurance  program  has  an  ac- 
tuarial balance  of  —.04  percent  of  taxable  payroll. 

ASSUMPTIONS  USED  IN  THE  COST  ESTIMATE 

The  benefit  coverages  provided  by  the  catastrophic  liealth  insurance 
program  are  the  same  benefits  as  those  currently  provided  under  parts 
A  and  B  of  medicare  except  that  there  will  be  no  limitations  on  hos- 
pital days,  extended  care  facility  days,  or  home  health  visits.  How- 
ever, the  limitations  on  the  psychiatric  coverage  remains  unchanged 
(limited  to  190  days  of  hospitalization  in  psychiatric  hospitals  during 
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a  lifetime,  also  limited  to  $312.50  of  psychiatric  medical  expenses  per 
calendar  year).  The  program  would  not  cover  the  first  60  days  of  hos- 
pital care  in  a  calendar  year  (with  a  provision  which  allows  the  carry- 
over of  hospital  days  from  the  last  quarter  of  the  previous  year) .  Other 
medical  expenses  are  subject  to  a  $2,000  deductible  in  each  calendar 
year,  which  is  kept  on  a  dynamic  basis.  The  program  adopted  by  the 
committee  would  pay  80  percent  of  the  reasonable  cost  of  covered 
services  above  the  deductibles. 

There  is  only  a  relatively  small  amount  of  data  available  in  regard 
to  the  insurance  experience  with  respect  to  a  catastrophic  insurance 
plan  as  adopted  by  the  committee.  The  data  used  in  determining  the 
actuarial  cost  estimate  include  information  obtained  from  the  national 
health  survey,  private  health  insurance  experiences,  and  data  from 
the  national  health  expenditures  series.  The  experience  under  the 
supplementary  medical  insurance  program  was  also  used. 

Past  increases  in  hospital  costs 

Table  1  presents  a  summary  comparison  of  increases  in  hospital  costs 
and  the  corresponding  increases  in  wages  that  have  occurred  since 
1955. 

TABLE  1.— COMPARISON  OF  ANNUAL  INCREASE  IN  HOSPITAL  COSTS  AND  IN  WAGES 
(In  percent) 


Increase  over  previous  year 


Average  wages       Average  daily 
in  covered  hospitalization 

Year  employment'  costs  2 


1956        5.7  4.5 

1957         5.5  7.7 

1958    3.3  8.6 

1959    3.3  6.8 

1960     4.3  6.8 

1961      3.1  8.5 

1962.      4.2  5.3 

1963..     2.4  5.6 

1964..        3.1  6.9 

1965      1.6  7.0 

Average  for  1956-65      3.6  6.8 

1966.      4.4  8.3 

1967       6.3  12,3 

1968     .-  7.0  13.5 

1969        6.0  3  14.0 

Average  for  1960-69       4.2  8.8 


1  Data  are  for  calendar  years  (based  on  experience  in  1st  quarter  of  year). 

2  Data  are  for  fiscal  years  ending  in  September  of  year  shown.  Data  are  from  American  Hospital  Association,  and  "hos* 
pitalization  costs"  represents  total  hospital  expense  per  patient  day. 

3  Preliminary  estimate  made  by  Scoial  Security  Administration. 

The  annual  increase  of  earnings  are  based  on  the  covered  employ- 
ment under  the  old-age,  survivors,  and  disability  insurance  system  as 
indicated  by  the  first  quarter  taxable  wages,  which  by  and  large  are 
not  affected  by  the  maximum  taxable  earnings  base.  The  increases  in 
hospitalization  costs  are  mostly  based  on  a  series  of  average  daily  costs 
published  by  the  American  Hospital  Association.  However,  the  series 
published  by  the  AHA  is  only  related  to  the  short-term  hospitals. 

The  annual  increase  in  hospital  costs  have  fluctuated  around  an 
average  rate  of  6.8  percent  between  1956  to  1965,  while  the  annual  rate 
of  increase  in  average  wages  in  covered  employment  was  3.6  percent 
during  the  same  period.  On  the  other  hand,  since  1965,  the  annual 
rate  of  increase  in  daily  hospitalization  costs  has  been  rising  more 
rapidly.  The  actuarial  cost  estimate  for  the  catastrophic  health  in- 
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surance  program  used  the  assumptions  as  shown  in  table  2.  For  the 
earlier  years,  it  reflects  the  most  recent  trends,  with  the  series  generally 
decreasing  to  the  long-term  historical  experiences. 

In  the  past,  the  hospital  utilization  rates  have  been  increasing.  This 
phenomenon  is  caused  by  numerous  factors  including  the  change  in 
medical  technology,  higher  income  per  capita,  and  greater  insurance 
coverage.  The  long-term  trend  used  in  this  actuarial  cost  estimate 
assumes  that  the  historical  trend  will  continue  in  the  future. 

TABLE  2.-ASSUMPTI0NS  AS  TO  FUTURE  INCREASES  IN  INPATIENT  HOSPITAL  COST  ELEMENTS 

[In  percent] 


Inpatient  hospital 


Average  Utilization 
daily  cost  rate 


Calendar  year: 

1973    14.0  2.0 

1974     14.0  2.0 

1975       13.0  2.0 

1976      11.0  2.0 

1977       9.5  1.5 

1978        8.5  1.5 

1979    8.5  1.5 

1980      7.0  1.0 

1981  and  after.-.   6.0  1.0 


Physician  services 

Table  3  summarizes  the  past  trend  of  physician  charges^as  reported 
by  the  Consumer  Price  Index.  The  annual  increase  in  physicians'  fees, 
as  measured  by  the  Consumer  Price  Index,  have  fluctuated  around  the 
average  rate  of  3.1  percent  between  1956  to  1965,  while  the  average 
annual  rate  of  increase  in  average  wages  in  covered  employment  was 
3.6  percmt  during  the  same  period.  On  the  other  hand,  since  1965,  the 
annual  rate  of  increase  in  physicians'  fees  have  been  rising  more 
rapidly. 

The  assumptions  used  for  future  years  appear  in  table  4.  As  in  the 
past,  it  is  assumed  that  the  largest  annual  fee  increases  have  already 
occurred.  For  the  early  years,  the  recent  increasing  trend  in  the  physi- 
cian charges  is  used.  The  series  gradually  decreases  thereafter  to  the 
long-term  historical  trend. 

TABLE  3.— AVERAGE  ANNUAL  INCREASE  IN  PHYSICIANS'  FEES  AND  IN  WAGES 
|ln  percent) 


Physicians'        Average  wages  in 

Calendar  year  fees>  covered  employment2 

1956   

1957     

1958    

1959   

1960  

1961  

1962  

1963  

1964  

1965  

Average,  1956-65      

1966    

1967    

1968    

1969  

Average,  1960-69  


3.0 

5.7 

4.3 

5.5 

3.4 

3.3 

3.4 

3.3 

2.5 

4.3 

2.5 

3.1 

2.9 

4.2 

2.2 

2.4 

2.5 

3.1 

3.4 

1.6 

3.1 

3.6 

5.8 

4.4 

7.1 

6.3 

5.6 

7.0 

7.0 

6.0 

4.7 

4.2 

•  As  measured  by  the  Consumer  Price  Index  of  physician  fees. 

2  Data  are  for  calendar  years  (based  on  experience  in  1st  quarter  of  year). 
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There  is  a  long-term  trend  in  the  United  States  in  the  increasing 
use  of  physician  services  per  capita.  This  amounts  to  an  annual  rate 
of  1  to  2  percent  increase.  This  phenomenon  is  taken  into  account  in 
the  cost  estimate. 


TABLE  4.-ASSUMPTI0NS  AS  TO  COST  ELEMENTS  OF  PHYSICIANS'  SERVICES 
[In  percent] 


Calendar  year 

Increase  over  previous  year 

Physician  Utilization 
fees  rate 

1972  

  6.0 

2.5 

1973  

  5. 5 

2.2 

1974  

  5.0 

2.2 

1975  

  4. 5 

2.0 

1976  and  after  

  4. 0 

2.0 

NUMBER  OF  PERSONS  PROTECTED  ON 

JANUARY  1,  19  72 

All  wage  earners  under  age  65  who  are  fully  or  currently  insured 
under  the  social  security  program,  their  spouse  and  minor  children 
and  persons  under  age  65  receiving  disability  benefits  will  be  eligible 
for  the  catastrophic  health  insurance  protection.  This  constitutes  about 
95  percent  of  all  persons  under  age  65.  It  is  estimated  that  in  1972 
approximately  180  million  people  in  the  United  States  will  be  pro- 
tected by  this  program. 

Persons  age  65  and  over  will  not  be  covered  under  the  catastrophic 
health  insurance  program  because  these  persons  are  protected  under 
the  medicare  program.  The  largest  noncovered  group  under  age  65  will 
be  those  Federal  employees  who  are  not  fully  or  currently  insured 
under  social  security.  However,  these  employees  are  eligible  for  both 
basic  and  catastrophic  health  insurance  protection  under  the  Federal 
Employee  Health  Benefit  Act. 

There  are  a  small  number  of  other  citizens  who  are  still  not  covered 
by  social  security.  The  majority  of  these  are  domestic  or  agricultural 
workers  who  have  not  met  the  necessary  coverage  requirements. 

ADMINISTRATIVE  EXPENSES 

The  administrative  expenses  in  connection  with  the  catastrophic 
health  insurance  program,  including  those  of  fiscal  intermediaries, 
are  calculated  on  the  assumption  that  they  will  represent  5  percent 
of  the  benefit  cost.  This  total  amount  is  projected  to  increase  in  the 
future  at  the  same  rate  of  increase  as  general  wages. 

INTEREST  RATE 

An  interest  rate  of  5  percent  is  used  in  determining  the  level  costs  of 
the  benefit  payments  and  administrative  expenses  and  the  level 
equivalent  of  the  contributions.  However,  in  developing  the  progress 
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of  the  trust  fund,  higher  rates  are  used  in  the  first  few  years — namely, 
6  percent  in  1972,  gradually  declining  to  a  level  of  5  percent  by  1982 
and  thereafter. 

ASSUMPTIONS  AS  TO  FUTURE  INCREASES  IN  EARNINGS  IN  COVERED 

EMPLOYMENT 

The  increase  in  average  earnings  in  covered  employment  has  been 
about  6-7  percent  per  year  since  1967.  It  is  assumed  that  the  annual 
rate  of  increase  will  decline  gradually  in  the  future,  to  an  ultimate 
rate  of  4  percent  by  1976. 

Under  the  committee's  bill,  the  maximum  taxable  earnings  base 
is  $9,000  in  1971.  For  estimating  the  actuarial  costs,  it  was  assumed 
the  earnings  base  will  be  increased  in  the  future  as  in  the  past.  With 
this  assumption,  the  taxable  payroll  will  rise  in  close  relationship 
to  the  increase  in  general  earnings.  Table  5  shows  the  assumptions 
used  in  future  increases  in  the  average  total  earnings. 

Tiible  5. — Projection  of  wage  increases  in  covered  employment 

Average 

Calendar  year:  earnings  {percent) 


1972   5.0 

1973   4.  6 

1974   4.  3 

1975   4. 1 

1976  and  after  4.  0 


FUTURE  OPERATIONS  OF  THE  CATASTROPHIC  HEALTH 
INSURANCE  TRUST  FUND 

Table  6  shows  the  estimated  operation  of  the  catastrophic  health 
insurance  trust  fund  under  the  bill  adopted  by  the  committee.  Accord- 
ing to  this  estimate,  the  balance  in  the  trust  fund  would  grow  steadily 
in  the  intermediate  future,  increasing  from  about  $400  million  at  the 
end  of  1972  to  $2.5  billion  5  years  later.  The  trust  fund  is  estimated 
to  reach  $6.9  billion  in  1995. 


TABLE  6.— ESTIMATED  PROGRESS  OF  THE  CATASTROPHIC  INSURANCE  TRUST  FUND  UNDER  FINANCING  PRO- 
VISIONS OF  COMMITTEE  BILL  UNDER  BASIS  OF  EARNINGS  BASE  BEING  INCREASED  IN  THE  FUTURE.i  INCURRED 
BASIS 


Contributions 

Benefit 
payments 

Administrative 
expenses 

Interest 

Fund  at  end 
Net  income           of  year 

Calendar  year: 

1972  

$2,915 

$2,  380 

$120 

$13 

$428 

$428 

1973  

3, 137 

2,692 

126 

35 

354 

782 

1974  

3, 281 

3, 037 

132 

49 

161 

943 

1975  

4, 099 

3, 404 

137 

71 

629 

1,572 

1976   

4,270 

3,790 

143 

99 

436 

2, 008 

1977  

4, 660 

4, 180 

149 

122 

453 

2,461 

1978  

4,854 

4,  575 

155 

139 

263 

2,724 

1979  

1980  

5, 163 

4,963 

161 

148 

187 

2,911 

6, 140 

5,  371 

167 

170 

772 

3, 683 

1985  

8, 082 

7,576 

204 

353 

655 

7,557 

1990  

10,437 

10, 626 

248 

455 

18 

9,343 

1995  

14, 029 

14, 904 

301 

357 

-819 

6, 900 

1996-   

14,  562 

15, 947 

314 

302 

-1,397 

5,  503 

1  Maximum  taxable  earnings  base  would  be  $9,000  in  1972,  $9,600  in  1973-74,  $10,200  in  1975-76,  $11,400  in  1977-78, 
increasing  to  $21,000  in  1993-94.  Combined  employer-employee  contribution  schedule  would  be  0.6  percent  for  1972-74, 
0.7  percent  for  1975-79,  0.8  percent  for  1980  and  after. 
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VII.  TRADE  ACT  OF  1970 


A.  BACKGROUND 

The  committee  trade  amendment  accomplishes  many  needed  re- 
forms in  our  tariff  and  trade  laws  which  are  long  overdue.  The  last 
time  the  Congress  had  an  opportunity  to  pass  extensive  trade  legisla- 
tion was  in  1962  in  the  so-called  Trade  Expansion  Act.  That  Act  pro- 
vided authority  for  the  President  to  enter  into  trade  negotiations, 
popularly  known  as  the  "Kennedy  Round." 

Since  July  1,  1967,  the  President  has  been  without  negotiating  au- 
thority. Moreover,  since  the  end  of  the  "Kennedy  Round,"  many  United 
States  industries  and  their  employees  have  been  subject  to  sharply  in- 
creasing import  competition,  which,  in  many  cases,  has  resulted  in 
shutdowns  of  plant  and  equipment  and  loss  of  American  jobs. 

The  Committee  on  Finance  has  been  very  concerned  about  the  im- 
pact of  rapidly  rising  imports  on  the  American  economy.  It  has  ex- 
amined this  question  in  depth  on  a  number  of  occasions  since  1967. 
Shortly  after  the  end  of  the  Kennedy  Round,  in  October  1967,  the  com- 
mittee held  hearings  on  proposed  import  quota  legislation.  At  that 
time,  the  committee  heard  from  manv  witnesses  expressing  various 
points  of  view  on  import  problems.  The  hearing  record  covered  1,218 
pages.  Thereafter  in  February  1968  the  committee  published  a  com- 
pendium of  papers  dealing  with  foreign  trade  issues.  Again,  a  broad 
range  of  views  was  presented  which  dealt  with  very  specific  issues 
in  our  foreign  trade  relations.  The  executive  branch  participated  in 
both  the  1967  hearings  and  the  1968  compendium  of  papers.  Moreover, 
the  committee  initiated  a  study  of  the  effect  of  steel  imports  on  our 
economy,  and  also  examined  unfair  trade  practice  statutes  in  its 
consideration  of  the  International  Antidumping  Code. 

On  two  occasions,  the  Senate  itself  expressed  its  concern  over  out- 
standing import  problems.  On  March  27, 1968,  the  Senate  approved  a 
floor  amendment  to  a  major  tax  bill  by  a  vote  of  55  to  31  which  would 
have  imposed  import  quotas  on  textile  and  apparel  products.  The  mem- 
bers of  the  House  of  Representatives  participating  in  the  conference 
at  that  time  were  unwilling  to  accept  the  Senate  amendment.  On 
December  10, 1969,  the  Senate  again  passed  an  amendment  to  another 
major  tax  bill,  expressing  its  concern  over  foreign  nontariff  barriers 
and  the  need  to  protect  American  industries  and  jobs.  Once  again,  the 
Members  of  the  House  of  Representatives  choose  not  to  accept  the 
Senate  amendment. 

In  the  meantime,  the  Committee  on  Ways  and  Means  held  extensive 
hearings  on  trade  legislation  in  the  past  two  years.  In  1968,  the  House 
committee  held  a  series  of  hearings  on  the  then  administration's  trade 
bill  Avhich  covered  10  volumes  and  5,099  pages.  This  year,  1970,  that 
committee  again  held  hearine:s  on  essentially  the  same  proposal  sub- 
mitted by  the  new  administration  which  comprised  16  volumes  and 
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4,691  pages.  Both  hearin<r  records  have  been  made  available  to  the 
Committee  on  Finance  and  its  staff  for  study. 

Thus,  the  basic  issues  raised  by  the  committee's  trade  amendment 
to  the  Social  Security  Act  are  matters  which  the  connnittee  has  studied 
since  1967. 

Earlier  this  year,  in  executive  session  the  committee  members  deter- 
mined that  it  would  be  wise  and  useful  to  hold  a  public  hearing  on  the 
trade  matter  Avith  as  many  administration  and  other  witnesses  as  could 
be  heard  in  the  time  available  to  the  committee.  These  hearings  were 
held  on  October  9  and  12.  While  the  committee  did  not  have  as  long 
a  time  as  it  normally  might  have  wished  for  a  major  piece  of  legisla- 
tion, it  did  get  a  fuller  understanding  of  what  was  in  the  House- 
proposed  bill  and  how  the  administration  felt  about  it,  as  a  result  of 
these  hearings.  In  addition,  it  heard  from  some  major  groups  and  orga- 
nizations which  were  opposed  to  the  legislation  as  well  as  from  some 
who  favored  it.  Subsequent  to  the  hearings  the  committee  approved, 
in  executive  session,  the  basic  provisions  of  the  House-passed  trade  bill, 
as  an  amendment  to  the  Social  Security  bill  (H.R.  17550). 

B.  REASONS  FOR  THE  AMENDMENT 

There  have  been  significant  structural  changes  in  the  world  economy 
since  the  end  of  World  War  II.  The  preponderance  of  the  economic 
strength  of  the  United  States  in  the  early  post- World  War  II  period 
permitted  this  country  to  give  freely  of  its  economic  resources  to  assist 
other  countries  in  the  free  world  in  rebuilding  and  developing  their 
war-torn  economies.  An  important  part  of  the  foreign  economic  policy 
of  the  United  States  in  that  period  was  the  leadership  it  was  able  to 
exert  toward  a  liberalized  and  expanded  system  of  world  commerce. 

In  the  mid-50's,  as  some  of  the  countries  in  Europe  were  considering 
moving  toward  economic  integration,  the  United  States  took  further 
measures  to  liberalize  trade  in  order  that  Japan  might  become  a  full 
partner  among  the  trading  nations  of  the  world.  In  the  late  50 's  and 
early  60's,  as  some  of  the  countries  in  Europe  took  major  steps  toward 
economic  integration,  Congress  recognized  the  need  to  keep  countries 
looking  outward  in  their  trade  relations  by  approving  the  Trade  Ex- 
pansion Act  of  1962. 

While  successful  in  terms  of  completing  agreement  on  significant 
reductions  in  tariffs  among  many  of  the  industrialized  countries,  the 
Kennedy  Round  of  trade  negotiations  had  little  success  in  dealing 
with  the  problems  of  barriers  to  trade  other  than  tariffs.  The  remaining 
task  of  economic  integration  in  Europe  and  the  development  of  re- 
gional trade  blocks  in  other  areas  of  the  world  blunted  the  thrust  of  the 
Kennedy  Round  toward  further  progress  in  trade  liberalization. 

During  the  1960's,  there  has  been  a  tremendous  growth  in  produc- 
tive capacity  abroad.  What  has  come  to  be  recognized  as  an  economic 
miracle  in  japan  has  made  that  country  the  third  largest  industrial 
nation  in  the  world.  Not  far  behind  in  economic  growth  has  been  the 
development  in  Europe  and  in  particular  West  Germany.  Indeed, 
many  of  the  development  goals  toward  which  the  United  States 
strived  in  the  early  post-World  War  II  period  are  being  realized. 
While  the  economies  of  the  developing  countries  have  not  kept  pace 
with  the  progress  of  the  industrialized  nations,  many  of  these  countries, 
particularly  in  the  Far  East,  have  developed  new  and  modern  in- 
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dustries.  These  industries,  usually  involving  mass  production  tech- 
niques imposed  on  a  low-wage  base,  in  some  instances  an  extremely 
low-wage  base,  have  enabled  some  of  the  developing  countries  to 
assume  a  formidable  competitive  position  in  world  markets. 

At  the  same  time  as  productive  and  therefore  export  capacities 
abroad  have  been  expanding,  the  United  States  has  continued  to 
experience  deficits  in  its  balance  of  payments.  In  more  recent  years, 
due  to  a  variety  of  factors,  the  balance  of  trade  of  the  United  States 
has  also  moved  to  a  far  less  favorable  position.  One  of  the  develop- 
ments that  has  affected  the  efforts  to  improve  the  balance-of-payments 
position,  and  has  worked  to  erode  the  traditional  export  surplus  of  the 
United  States  has  been  the  pervasive  influence  of  domestic  inflation 
experienced  by  the  United  States,  particularly  since  the  mid-1960's. 

A  major  factor  in  the  trends  in  U.S.  exports  and  imports  over  the 
past  5  years  has  been  the  long-term  upward  trend  in  prices,  both  at 
the  wholesale  and  at  the  retail  level.  Between  1960  and  1969,  the 
U.S.  export  prices  in  terms  of  unit  values  of  manufactured  exports 
increased  by  18  percent,  a  rate  of  increase  greater  than  that  experi- 
enced by  any  other  major  industrialized  country.  In  comparison, 
the  unit  value  of  manufactured  exports  from  Japan  experienced  an 
overall  decline  during  the  decade. 

Inflation  in  the  United  States  has  not  only  affected  the  competitive 
position  of  U.S.  exporters;  it  has  increased  significantly  the  competi- 
tive impact  of  imports  on  domestic  producers.  Other  countries  facing 
similar  problems  have  either  devalued  their  currencies  (thus  making 
their  goods  more  competitive  in  world  markets)  or  imposed  import 
restrictions,  or  a  combination  of  both.  The  United  States  has  neither 
devalued  its  currency  nor  imposed  import  restrictions  to  improve  its 
competitive  position  or  balance  of  payments.  The  combination  of  in- 
creased productive  capacity  abroad  and  inflation  in  the  United  States 
has  resulted  in  greatly  increased  imports.  The  rate  of  increase  in  im- 
ports in  some  product  areas,  if  allowed  to  continue,  would  call  for 
economic  adjustments  in  the  domestic  economy  which  would  be  as 
undesirable  as  they  are  unacceptable. 

The  committee  believes  that  the  U.S.  economy,  and  the  world 
economy  in  general,  have  been  well  served  by  the  leadership  exerted 
by  the  United  States  in  expanding  world  trade.  The  preponderance 
of  the  economic  strength  of  the  United  States  afforded  this  country 
the  opportunity  to  exert  such  leadership  in  the  anticipation  that 
other  countries  would  follow.  However,  the  hope  that  other  coun- 
tries would  move  toward  allowing  greater  access  to  their  own  markets 
has  not  been  realized.  Certain  major  trading  countries  continue  to 
maintain  unjustifiable  and  unreasonable  restriction  on  imports  and 
investment  even  though  they  are  enjoying  strong  domestic  economies 
and  balance  of  payment  surpluses.  To  date,  there  has  been  precious 
little  evidence  that  would  indicate  that  these  foreign  countries  are 
willing  to  share  the  burdens  of  improving  the  international  adjustment 
process  by  removing  or  ameliorating  their  barriers  against  U.S. 
imports. 

The  stake  that  this  country  has  in  expanded  world  trade  is,  of  course, 
still  important.  But,  the  time  has  come  for  other  countries  to  reahze 
that  the  United  States  alone  can  not  accept  all  of  the  surplus  produc- 
tion stemming  from  increased  productivity  abroad.  Other  industrial- 
ized countries  must  move  much  more  rapidly  to  open  their  markets, 
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not  only  to  competitive  products  of  other  industrialized  countries,  but 
also  to  the  exports  of  developing  countries. 

The  United  States  remains  the  largest  and  most  accessible  market  in 
the  world.  Despite  the  claims  of  our  trade  partners,  U.S.  duties, 
subject  to  continued  reductions  under  the  trade  agreements  program, 
are  at  the  lowest  average  level  of  any  major  industrialized  country. 
Aside  from  the  agricultura)  area,  in  which  some  restrictions  are 
necessary  as  a  corollary  of  domestic  agricultural  policy,  the  U.S. 
quantitative  restrictions  on  imports  are  few.  In  some  cases,  such  as 
coffee  and  sugar,  the  quantitative  restrictions  for  the  most  part  serve 
the  interests  of  developing  countries  in  contributing  to  the  stability 
of  their  export  earnings. 

This  is  in  contrast  to  many  other  countries  which  have  moved  much 
more  slowly  in  opening  their  markets.  Situations  have  already  arisen 
which  make  necessary  extraordinary  measures  by  the  United  States 
to  protect  its  own  producers  when  foreign  markets  are  closed.  The 
Meat  Import  Act  of  1964  was  made  necessary  primarily  because  other 
markets  in  Europe  suddenly  closed  to  the  major  beef  producers  in 
the  South  West  Pacific  and  caused  trade  diversion  to  the  United 
States.  Restraints  maintained  by  virtually  all  the  European  countries 
on  imports  of  textiles  and  apparel  from  countries  in  the  Far  East 
have  added  to  the  great  increase  in  competitive  pressures  which 
have  been  borne  by  the  U.S.  textile  industry  since  the  late  1950's. 
Over  50  percent  of  Japan's  apparel  exports  are  destined  for  the 
United  States,  compared  with  only  5  percent  to  Europe.  The  Secretary 
of  Commerce  presented  the  committee  with  a  voluminous  list  of  such 
restrictions,  which  are  published  in  the  hearings  record.  It  is  unfortu- 
nate that  since  the  Trade  Expansion  Act  of  1962,  foreign  nontariff 
barriers  have  grown,  not  diminished,  particularly  in  the  agricultural 
field,  and  in  border  tax  adjustments.  Moreover,  soon  after  the  Kennedy 
Round  was  completed  many  foreign  countries  devalued  their  curren- 
cies or  took  other  measures  which  in  effect,  vitiated  all  or  part  of 
their  tariff  concessions  granted  during  the  Kennedy  Round. 

Trade  policy  requires  continuing  adjustments  as  economic  conditions 
change.  However,  as  expanding  world  trade  calls  for  economic  adjust- 
ments in  a  nation's  economy,  dynamic  developments  in  the  world 
economy  sometimes  necessitate  temporary  measures  to  avoid  un- 
economic and  unwarranted  adjustments.  Also,  the  nontariff  import 
barriers  and  export  subsidies  of  other  nations  have  added  to  the  com- 
petitive difficulties  of  U.S.  firms. 

Since  the  end  of  the  Kennedy  Round,  it  has  become  obvious  that 
the  remedial  provisions  in  domestic  trade  law  have  not  afforded 
domestic  producers  adequate  opportunity  to  adjust  to  competitive 
forces,  particularly  during  an  inflationary  period.  For  these  reasons, 
the  committee  has  provided  measures  that  will  afford  domestic  pro- 
ducers the  time  and  opportunity  to  adjust  to  new  competitive  situa- 
tions. The  committee's  amendment  also  strengthens  the  unfair  trade 
practice  statutes  to  enable  domestic  industries,  firms,  and  workers  to 
obtain  prompt  relief  against  unwarranted  and  unjustifiable  foreign 
trade  practices. 

The  changes  made  in  the  tariff  adjustment  and  adjustment  as- 
sistance provisions  recognize  the  adjustment  process  which  must 
be  followed  if  the  United  States  is  to  continue  an  overall  policy  of 
liberal  trade.  Insofar  as  textiles  and  footwear  are  concerned,  the 
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committee  believes  that  the  temporary  measures  for  providing  quan- 
titative limitations  on  imports  of  these  articles  are  absolutely  necessary 
and  to  ensure  the  viability  of  these  basic  industries,  the  existence  of 
the  companies  in  those  industries,  and  the  livelihood  of  over  2}^  million 
workers  those  industries  represent.  The  record  is  replete  with  detailed 
evidence  of  foreign  restrictions  in  the  field  of  textiles  and  footwear 
trade  which  has  served  to  channel  low-cost  imports  into  the  U.S. 
market.  The  European  countries  and  Japan  have  import  quotas  and 
other  restrictions  on  imports  of  textile,  apparel,  and  footwear  products. 

In  the  past  5  years  the  ratio  of  imports  of  footwear  to  domestic  con- 
sumption has  increased  from  13  to  26  percent  and  in  the  first  4  months 
of  1970,  imports  were  accounting  for  one-third  of  the  domestic  con- 
sumption of  footwear.  If  these  trends  were  to  continue,  imports  of 
footwear  would  constitute  close  to  70  percent  of  U.S.  consumption  of 
shoes  by  1975.  Stated  in  different  terms,  in  the  past  5  years  imports 
of  footwear  more  than  doubled  from  96  million  pairs  in  1965  to  202 
million  pairs  in  1969.  Imports  thus  far  in  1970  were  running  at  an 
annual  rate  of  282  million,  three  times  the  volume  of  imports  in  1965. 

Domestic  production  of  footwear  declined  from  642  million  pairs 
in  1968  to  581  million  pairs  in  1969.  The  annual  rate  of  production 
thus  far  in  1970  is  about  the  same  as  for  1969. 

The  rapidity  of  and  the  magnitude  of  increases  in  imports  of  foot- 
wear in  recent  years  cannot  be  sustained  if  this  country  is  to  have  a 
viable  footwear  industry.  Unless  and  until  firm  measures  are  taken  to 
arrest  the  sharp  decline  in  the  share  of  the^om^stic  market  available  to 
domestic  producers,  there  will  continue  to  be  a  contraction  in  domestic 
production. 

Job  losses  have  been  experienced  in  this  industry  for  a  number  of 
years.  The  workers  in  the  industry,  and  the  communities  throughout 
the  Nation,  who  are  dependent  upon  the  shoe  industry  for  their  eco- 
nomic support,  can  ill-afford  to  suffer  further  economic  dislocation, 
and  what  is  worse  the  threat  of  ever  greater  loss  of  sales  to  imports. 
The  temporary  measures  provided  in  the  bill  to  limit  the  volume  of 
injurious  imports,  either  through  quotas  or  agreements  is  essential. 
Such  import  restraint  will  remove  a  serious  threat  and  permit  time  to 
adjust.  Moreover,  the  various  programs  recently  proposed  by  the 
President  for  firms  producing  footwear  and  their  employees  can  help 
to  revitalize  the  industry  and  hasten  the  removal  of  the  extraordinary 
relief  provided  in  the  bill. 

The  imports  of  textiles  have  constituted  a  diflficult  trade  prob- 
lem for  a  number  of  years.  The  potentials  of  exporting  textiles  and 
apparel  to  the  United  States  and  the  relative  accessibility  of  this 
market  resulted  in  the  international  arrangement  for  trade  in  cotton 
textiles  in  the  early  1960's.  As  productive  capacity  developed  abroad, 
exports  shifted  from  cotton  textiles,  to  exports  of  manmade  fiber 
textiles.  Between  1965  and  1969,  U.S.  imports  of  textiles  of  manmade 
fiber  increased  from  79  million  pounds  to  257  million  pounds,  over  a 
threefold  increase.  U.S.  imports  of  wearing  apparel  of  manmade  fiber 
increased  from  31  million  pounds  (raw-fiber  equivalent)  in  1965  to 
144  million  pounds  (raw-fiber  equivalent)  in  1969.  The  rate  of  increase 
in  many  product  lines  has  been  much  more  rapid. 

For  example,  imports  of  sweaters  of  manmade  fibers  in  1965  were 
501,000  dozen.  By  1969  imports  of  such  sweaters  had  increased  to 
6,974,000  dozen. 
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Such  increases  in  imports,  year  after  year,  particularly  in  certain 
products  where  imports  are  gaining  a  greater  and  greater  share  of  the 
domestic  market  have  had  a  serious  impact  on  textile  and  apparel  firms. 
The  ability  of  foreign  producers  to  shift  product  lines  and  to  produce 
at  short  notice,  large  volumes  of  stylized  merchandise  at  extremely  low 
delivered  cost,  is  beginning  to  result  in  an  increase  in  plant  closings. 
Thus,  as  a  result,  employment  in  both  textile  mills  and  apparel 
factories  declined  by  69,000  in  the  first  6  months  of  1970,  the  first 
such  decline  in  a  number  of  yeais. 

Given  the  great  growth  in  plant  capacity  abroad,  and  taking  into 
account  plans  for  even  greater  production  levels  in  a  number  of  foreign 
countries  the  threat  to  the  textile  and  apparel  industry  is  extremely 
serious. 

The  lack  of  success  in  gaining  the  cooperation  of  textile  exporting 
nations  to  restrain  their  exports  to  the  United  States  of  textiles  of  wool 
and  of  manmade  fiber  at  reasonable  levels  is  a  cause  of  great  concern  to 
the  committee.  The  problem  of  world  trade  in  textiles  is  recognized  by 
all  concerned.  Unfortunately,  the  ease  of  access  to  the  U.S.  markets, 
compared  with  the  restraints  on  exports  of  textiles  to  other  developed 
countries  have  placed  the  burden  of  action  on  the  United  States.  For 
example,  the  United  States  imports  over  50  percent  of  Japanese 
apparel  exports;  the  European  Community  imports  only  5  percent. 

The  importance  of  the  textile  and  apparel  industry  and  its  over  2 
million  workers  to  the  economy  of  this  country  is  too  great  to  permit 
further  stalemate  or  further  erosion  of  the  industry's  base.  In  this 
connection,  it  should  be  noted  that  the  industry  is  playing  a  vital 
social  role  as  a  growing  employer  of  Negroes,  with  over  14  percent 
of  the  total  textile  work  force  being  Negro,  a  higher  percentage  than 
for  manufacturing  industry  as  a  whole.  A  considerable  number  of 
other  employees  in  the  textile  and  apparel  industries,  particularly  in 
large  urban  cities  are  from  other  minority  groups.  The  threat  of  import 
increases  in  some  product  lines  spreading  to  all  product  lines  makes 
industrywide  action  essential  if  these  jobs  are  to  be  saved.  Here,  too, 
it  is  hoped  that  the  measures  provided  in  the  bill  will  prove  to  be 
needed  only  temporarily. 

There  has  been  a  tendency  in  the  past  to  administer  the  Anti- 
dumping Act  or  countervailing  duty  provision  as  another  facet  of  the 
trade  agreements  program  under  which  proposed  actions  by  the 
United  States  are  negotiable.  These  provisions  of  law  need  to  be 
enforced  if  domestic  producers  are  to  be  assured  that  they  may 
compete  with  imports  on  the  same  basis  and  subject  to  the  same 
requirements  which  domestic  producers  must  meet  under  provisions 
of  law  covering  business  operations  in  this  country.  To  this  end,  the 
committee  believes  that  many  of  the  changes  made  both  in  the 
trade  agreement  provisions  and  other  domestic  laws  are  necessary  to 
restore  confidence  on  the  part  of  the  U.S.  business,  that  it  can  expect 
effective  action  by  the  U.S.  government  in  order  to  protect  its  interests 
and  the  interests  of  the  country  as  a  whole  in  carrying  out  the  laws  as 
intended  by  the  Congress. 

The  committee  is  concerned  with  developments  that  erode  the 
productive  base  of  our  economy.  There  are  a  number  of  reasons  why 
American  firms  have  established  plants  abroad  among  them  being  the 
lower  wage  costs  associated  with  foreign  production.  It  is  necessary  to 
face  up  frankly  to  the  fact  that  unit  wage-cost  differentials  can  and  do 
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bear  more  heavily  on  U.S.  producers  and  their  workers  than  ever 
before  due  to  the  economic  development  abroad  in  particular  in- 
dustries. With  international  mob  lity  of  capital,  management  skills, 
and  technological  know  how,  large  U.S.  industries  can  move  abroad 
to  establish  plants,  but  U.S.  labor  often  cannot,  and  therefore  must 
bear  the  brunt  of  dislocation.  As  indicated  above,  the  United  States 
cannot  accept  increases  in  imports  that  result  in  economic  adjustments, 
the  costs  of  which  are  greater  than  the  benefits  derived  from  increased 
trade. 

U.S.  Balance  of  Trade  and  Balance  of  Payments 

In  the  10-year  period  1960  through  1969,  our  balance  of  payments 
has  been  in  deficit  in  all  but  1  year  on  a  liquidity  basis  and  in  seven 
out  of  the  10  years  on  an  official  settlements  basis. ^ 

The  cumulative  deficits  on  a  liquidity  basis  of  measurement  over 
th's  period  have  totaled  $27.2  billion.  The  deficits  generally  decreased 
somewhat  in  the  period  1960  through  1966.  For  example,  as  is  shown 
in  table  1  over  these  years  on  a  liquidity  basis,  the  deficit  shrank 
from  $3.9  billion  to  $1.4  billion,  while  on  an  official  settlements  basis, 
a  $3.4  billion  deficit  was  converted  to  a  $266  million  surplus.  Since 
1966,  however,  the  balance  of  payments  on  a  liquidity  basis  has 
deteriorated  markedly,  and  in  1969,  the  deficit  on  this  basis  exceeded 
$7.2  billion.  For  the  first  half  of  1970,  the  seasonally  adjusted  deficit 
in  the  balance  of  payments,  including  receipts  of  special  drawing 
rights,  was  running  at  an  annual  rate  of  $5.6  billion  on  a  liquidity  basis 
and  $9.2  billion  on  an  official  settlements  basis. 

Our  balance-of-payments  position  would  have  deterlora'ted  much 
more  rapidly  in  the  past  few  years  than  it  did  were  'it*  hot  for  the 
fact  that  high  domestic  interest  rates  and  a  shortage  of  investment 
funds  in  the  United  States  attracted  a  high  inflow  of  short-term  money 
from  abroad.  Unfortunately,  these  ''tight  money"  policies  have  also 
contributed  to  the  economic  slowdown  and  increased  unemployment. 
Foreign  capital  inflow  in  1960,  for  example,  amounted  to  $419  million. 
By  1966,  these  inflows  had  grown  to  almost  $3  billion  and  by  1967 
to  $3.4  billion.  In  1968  they  reached  the  unprecedented  level  of  $9 
bilhon.  By  1969,  they  still  amounted  to  $4.1  billion.  This  influx  of 
foreign  funds,  however,  cannot  be  expected  to  continue  indefinitely. 
In  fact,  in  1970,  there  has  already  been  some  reversal  of  this  pattern 
and  withdrawal  of  capital  funds  from  this  country.  This  has  contrib- 
uted to  the  sizable  deficit  in  our  external  accounts  in  the  early  months 
of  this  year.  This  country  needs  a  real  surplus  on  current  account — 
mainly  trade — of  between  $5  and  $8  billion  if  it  is  to  offset  its  capital 
expenditures  for  foreign  aid,  military  expenditures  abroad  and  foreign 
investment. 

The  United  States  officially  published  foreign  trade  statistics  con- 
sistently overstate  this  country's  real  competitive  position.  Tradi- 
tionally, our  exports  have  been  tabulated  to  include  U.S.  Government 
concessional  sales  and  outright  grants  to  foreign  countries  under  AID 
and  P.L.  480  programs.  This  practice  overstates  our  export  income 
since  for  the  great  majority  of  these  exports  the  United  States  does 
not  earn  any  hard  currencies.  The  committee  feels  strongly  that 

>  The  liquidity  balance  reflects  changes  in  U.S.  reserves  and  in  all  foreign  holdings  (both  official  and  non- 
official)  of  liquid  dollar  liabilities  which  mature  in  1  year  or  less.  The  official  settlements  basis  reflects  changes 
in  U.S.  reserves  and  in  foreign  official  holdings  of  both  liquid  and  nonUquid  dollar  liabilities. 
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concessional  exports  should  be  excluded  from  regular  government 
publications  on  exports  and  shown  in  our  balance  of  payments  ac- 
counts as  part  of  government  foreign  assistance  programs.  Similarly, 
our  imports  are  understated  since  they  are  generally  valued  f.o.b.  at 
the  foreign  dock.  The  practice  recommended  by  the  United  Nations 
and  the  International  Monetary  Fund  and  adopted  by  virtually  all 
of  our  major  trading  partners  and  by  over  100  countries  is  to  tabulate 
import  statistics  on  a  c.i.f.  basis;  that  is,  to  include  the  costs  of  insur- 
ance and  freight.  For  comparabihty  if  nothing  else  this  fact  would 
suggest  that  the  United  States  should  tabulate  its  import  statistics 
to  include  the  cost  of  insurance  and  freight.  But  the  committee  feels 
that  in  addition  to  the  comparabihty  factor  the  im^porter  must  pay 
the  cost  of  insurance  and  freight  and  those  costs  are  often  just  as 
important  to  a  domestic  manufacturer  who  must  compete  with  the 
foreign  import  as  any  other  factor  with  the  exception  of  wage  rate 
differentials. 

If  our  balance  of  trade  figures  were  tabulated  in  this  fashion,  then 
instead  of  having  a  $15.5  billion  cumulative  surplus  for  the  years 
1965-1969,  the  United  States  would  have  had  a  $10.6  billion  cumula- 
tive deficit.  (See  table  3.) 

In  short,  the  committee  is  convinced  that  the  U.S.  trade  position  is 
not  as  favorable  as  officially  published  figures  now  indicate. 

Examination  of  the  decline  in  the  merchandise  surplus  discloses  that 
while  exports  have  increased  moderately  over  the  period  1961-69, 
they  have  not  nearly  kept  pace  with  the  rapid  growth  in  imports. 
This  can  be  seen  from  table  2  which  shows  the  percentage  change  in 
merchandise  exports,  imports,  and  balance  in  the  period  1961-69.  The 
most  striking  point  shown  in  the  table  is  the  rapid  increase  in  imports 
beginning  in  1965.  In  that  year  they  increased  15  percent  over  the 
prior  year  and  in  1968,  they  increased  23  percent  over  the  prior  year, 
which  resulted  in  a  decline  of  nearly  84  percent  in  the  balance.  In  1969, 
the  rate  of  increase  in  imports  slowed  down  appreciably  but  still  kept 
pace  with  the  increase  in  exports  occurring  in  that  year. 

In  1970,  based  upon  experience  in  the  first  half,  imports  are  increas- 
ing at  a  rate  of  somewhat  over  9  percent  while  exports  are  increasing 
by  over  14  percent.  This,  however,  in  no  small  part  is  due  to  the 
fact  that  the  export  level  in  1969  was  below  what  otherwise  might 
have  been  expected  because  of  the  dock  strikes  in  that  year.  Moreover, 
as  a  share  of  world  exports,  U.S.  exports  in  the  first  quarter  showed 
a  continuation  of  the  long  term  decline. 

Table  2. — Percentage  change  in  merchandise  exports,  imports,  and  balance,  1961-69  ^ 


Percentage 

change  in—         1961  1962       1963       1964  1965  1966         1967  1968  1969 


Exports.  2.  3  3.  3  7.  1  14.  5  3.  8  11.  1  4.  4  9.  5  8.  6 
Imports.  -1.5  11.7  4.9  9.6  15.3  18.5  5.3  22.9  8.6 
Balance-    13.9    -18.4    14.9    30.3    -27.5    -20.7    -1.7    -83.8  10.2 


1  From  table  1.  Percentage  change  from  previous  year. 
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Table  S—U.S.  trade  balance,  1960-69 


[In  billions  of  dollars] 


AID  and 

Total 

Public  Law 

exports  less 

480, 

AID  and 

Govern- 

Public Law 

Total 

Total 

ment- 

480, 

Total 

Merchandise 

exports, 

imports, 

Trade 

financed 

financed 

imports, 

trade 

f.o.b. 

f.o.b. 

balance 

exports 

exports 

c.i.f.i 

balance 

(A) 

(C=A— B) 

(E=A— D) 

(F) 

(G  =  E  — F) 

1969  

37.  3 

36.  1 

+  1.2 

2  2.  0 

235.  3 

39.  7 

-4.  4 

1968  

34.  1 

33.  2 

+  .9 

2.  2 

31.  8 

36.  5 

-4.  7 

1967  

31.  0 

26.  9 

+  4.  1 

2.  5 

28.  5 

29.  6 

-1.  1 

1966  

29.  5 

25.  6 

+  3.  9 

2.  5 

27.  0 

28.  2 

-1.  2 

1965  

26.  8 

21.  4 

+  5.  4 

2.  5 

24.  3 

23.  5 

+  .  8 

1964  

25.  8 

18.  7 

+  7.  1 

2.  7 

23.  1 

20.  6 

+  2.  5 

1963  

22.  5 

17.  2 

+  5.  3 

2.  6 

19.  9 

18.  9 

+  1.0 

1962  

21.  0 

16.  5 

+  4.  5 

2.  3 

18.  7 

18.  2 

+  .5 

1961  

20.  2 

14.  8 

+  5.  4 

1.  9 

18.  3 

16.  3 

+  2.  0 

1960  

19.  6 

15.  1 

+  4.  5 

1.  7 

17.  9 

16.  6 

+  1.3 

>  C.i.f.  imports  are  assumed  to  be  10  percent  higher  in  value  than  f.o.b.  imports  in  accordance  with  Tariff 
Commission  study. 
*  Estimated  by  Department  of  Commerce. 

Source:  U.S.  Department  of  Commerce. 

The  continuing  balance-of -payments  deficit  has  been  of  major 
concern  to  this  committee,  with  regard  to  trade  legislation  and  also 
with  regard  to  other  legislation  with  which  the  committee  must  deal 
and  in  particular,  tax  legislation  which  affects  the  competitive  position 
of  domestic  producers,  both  in  this  market  and  abroad. 

The  committee  is  very  much  aware  that  the  United  States  holds  a 
unique  position  in  the  field  of  international  financial  and  monetary 
policy.  The  responsibility  that  this  country  has  in  the  world  at  large 
makes  it  essential  that  it  have  flexibility  with  regard  to  its  international 
payments  position.  The  dependence  of  other  countries  on  a  healthy 
U.S.  economy  and  balance  of  payments,  should  motivate  them  to 
remove  restrictions  and  end  policies  which  tend  to  perpetuate  their 
balance-of-payments  surpluses. 

Since  the  end  of  World  War  II,  many  countries  have  found  it 
necessary  to  resort  to  quantitative  limitations  on  their  imports,  or 
more  recently  import  surcharges,  as  a  means  of  dealing  with  par- 
ticularly serious  balance-of-payments  difficulties.  With  one  major  ex- 
ception, such  trade  restrictions  imposed  for  balance-of-payments 
reasons  have  been  eliminated  by  the  major  trading  countries.  But 
they  have  substituted  other  restrictive  measures  such  as  variable 
import  fees  and  border  taxes  which  are  often  more  trade  restrictive 
than  import  quotas. 

Despite  its  persistent  balance-of-payments  difficulties,  the  United 
States  has  chosen  not  to  impose  restrictions  on  imports  as  a  means 
of  relieving  pressures  stemming  from  the  deficits  in  the  international 
balance  of  payments.  However,  the  only  provision  in  the  GATT 
dealing  with  balance  of  payments  safeguards  specifically  sanctions 
the  use  of  quotas.  Other  countries  have  used  quotas  and  other  import- 
discouraging  devices.  The  trade  problems  faced  by  the  United  States 
at  this  time  call  for  the  same  degree  of  international  understanding 
and  cooperation  by  other  nations,  as  the  United  States  manifested 
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toward  them  in  the  period  when  they  had  balance  of  payments 
difficulties. 

Among  those  actions  taken  by  the  European  Economic  Community 
which  have  affected  U.S.  trade  interest  is  the  border  tax  system  and 
the  integration  of  the  value  added  tax  system  among  the  member 
countries.  These  adjustments  have  to  some  degree  negated  the  con- 
cessions granted  to  their  countries  in  the  Kennedy  Round.  As  a  result, 
various  proposals  have  been  made  aimed  at  offsetting  or  reducing 
the  impact  of  the  border  tax  system.  There  has  been  no  apparent 
progress  toward  a  solution  of  this  problem.  The  basic  provisions  of  the 
GATT  dealing  with  export  subsidies,  border  taxes  and  balance  of 
payments  must  be  revised  to  allow  for  more  flexible  remedies  for 
countries  suffering  from  serious  balance-of-payments  difficulties. 

Over  the  years,  the  GATT,  which  was  established  in  the  very  early 
postwar  years,  has  dealt  primarily  with  the  effects  of  tariffs  on  trade. 
Moreover,  as  originally  drafted,  the  instrument  was  oriented  toward 
the  conditions  of  trade  as  they  existed  at  that  time.  In  the  ensuing 
two  decades,  the  conditions  of  trade,  relative  tariffs,  the  structure  of 
world  economies  and  industries  changed  markedly  and  rapidly.  Ac- 
cordingly, the  basic  provisions  of  the  GATT  dealing  with  non-tariff 
and  other  factors  affectino:  Avorld  trade  (such  as  the  effects  of  sub- 
sidies, border  taxes,  variable  levies,  the  multinational  corporations, 
disparate  labor  conditions,  market  disruption)  should — indeed  must — 
be  reexamined  with  a  view  toward  the  development  of  a  viable  instru- 
mentality to  deal  with  trade  problems  in  the  context  of  the  com- 
plex conditions  of  trade  as  they  exist  today  and  promise  to  confront 
us  in  the  decade  of  the  19T0s. 

The  United  States,  which  took  a  strong  initiative  in  the  establish- 
ment of  the  GATT  at  the  end  of  World  War  II,  should  again  pro- 
vide leadership  in  developing  an  international  accord  establishing 
fair  ground  rules  for  governing  trade  problems. 

C.  GENERAL  DESCRIPTION  OF  BILL  (INCLUDING  SPECIFIC 
LEGISLATIVE  INTENT) 

Trade  Agreement  Authority 

basic  authority  to  modify  tariff  and  other  import 
restrictions 

(Sec.  301  of  the  bill) 

The  authority  of  the  President  to  enter  into  trade  agreements  with 
foreign  countries  or  instrumentalities  thereof  would  be  extended  until 
July  1,  1975  for  purposes  of  compensation  only.  The  President's  trade 
agreement  authority  expired  on  July  1,  1967,  and  would  be,  reinstated, 
in  a  limited  way,  on  the  enactment  of  this  amendment. 

The  President  did  not  request  trade  agreement  authority  in  order 
to  enter  into  major  trade  negotiations.  The  Executive  has  not  pre- 
sented any  proposals  to  the  Congress  or  the  committee  with  respect 
to  negotiating  with  foreign  countries  on  trade  barriers  with  foreign 
countries  which  would  require  a  grant  of  authority  by  the  Congress. 
It  was  the  expressed  intent  of  the  President's  Special  Trade  Rep- 
resentative to  use  this  authority  mainly  for  the  payment  of  com- 
pensation in  situations  in  which  the  United  States  increased  a 
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duty  or  imposed  a  new  restriction  on  a  product  which  was  the  subject 
of  a  tariff  concession.  Consequently,  the  committee  Umited  the  tariff 
cutting  authority  requested  by  the  President  to  those  situations  in 
which  compensation  is  required  under  international  obligations.  In 
addition,  it  determined  that  the  authority  should  be  granted  until 
July  1,  1975,  in  order  not  to  jeopardize  the  granting  of  tariff  adjust- 
ment relief  to  injured  industries  because  of  the  lack  of  Presidential 
authority  to  reduce  tariffs. 

Under  the  bill  he  is  authorized  to  reduce  by  20  percent  or  by  2 
percentage  points,  the  rates  of  duty  which  will  exist  when  the  final 
stage  of  the  Kennedy  Round  reductions  is  to  be  made  effective  on 
January  1,  1972.  This  authority  is  limited  to  those  cases  in  which  the 
President  is  required  under  the  tariff  adjustment  provisions  or  other- 
wise to  proclaim  increased  import  restrictions  on  an  article  covered 
by  concessions  granted  by  the  United  States  in  trade  agreements. 

The  committee  feels  that  the  Executive  may  not  have  exercised  its 
rights  under  international  agreements  to  demand  and  receive  ''com- 
pensation" from  other  countries  that  have  imposed  higher  tariffs  or 
other  import  restrictions  which  are  in  violation  of  trade  agreement 
concessions.  Consequently,  the  committee  feels  that  whenever  a  ques- 
tion of  ''compensation"  arises  because  of  an  increase  in  U.S.  duties  or 
other  import  restrictions,  the  Executive  should  study  carefully  its 
rights  with  respect  to  the  affected  countries'  restrictions,  and  the 
degree  to  which  "compensation"  has  been  paid  to  the  United  States 
for  these  restrictions. 

The  committee  did  not  renew  or  extend  any  of  the  other  authori- 
ties to  modify  tariffs  provided  in  section  202,  211,  212,  or  213  of  the 
Trade  Expansion  Act  of  1962. 

STAGING  REQUIREMENTS 

(Sec.  302  of  the  bill) 

This  section  of  the  bill  is  directed  to  the  need  to  implement  in  two 
stages,  tariff  reductions  to  be  made  pursuant  to  trade  agreements. 
The  bill  provides  that  the  tariff  concessions  agreed  to  under  this  new 
authority  shall  be  staged  in  at  least  two  installments  with  one  year 
intervening.  It  also  provides  that  tariff  reductions  agreed  to  under 
the  new  authority  may  be  combined  with  any  remaining  stages  of 
earlier  proclamations  made  pursuant  to  the  Kennedy  Round  of  trade 
negotiations. 

The  committee  agreed  to  this  arrangement  recognizing  that  Ken- 
nedy Round  tariff  reductions  will  not  be  fully  implemented  until 
January  1,  1972.  In  practical  effect,  the  last  stage  of  those  concessions 
is  the  only  one  which  might  be  pending  at  the  time  of  negotiations  and 
implementation  of  new  concessions  which  may  be  under  the  authority 
of  this  bill.  Further,  the  committee  assumes  that  the  President  would 
not  stage  any  new  concession  concurrently  unless  he  had  previously 
determined  that  this  could  be  done  without  detriment  to  the  U.S. 
industry  producing  the  article  or  articles  affected  by  the  tariff  reduc- 
tion. 
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Other  Presidential  Authority 

FOREIGN  import  RESTRICTIONS  AND  DISCRIMINATORY  ACTS 

(Sec.  303  of  the  bill) 

The  bill  would  amend  section  252  of  the  Trade  Expansion  Act  of 
1962  and  provide  new  authority  and  direction  to  the  President  to 
act  against  import  restrictions  or  other  acts  of  foreign  countries  which 
unjustifiably  or  unreasonably  burden,  or  discriminate  against  U.S. 
commerce. 

The  bill  would  amend  section  252(a)  by  removing  the  word  "agri- 
cultural" so  that  the  President  is  directed  to  take  such  action  as  he 
deems  necessary  and  appropriate  when  a  foreign  country  unjustifiably 
restricts  "any"  U.S.  product.  Such  action  under  existing  provisions 
of  the  law  might  include  the  imposition  of  duties  or  other  import 
restrictions  on  products  of  the  foreign  country  imported  into  the 
United  States. 

The  committee  also  proposes  to  amend  section  252(b)  of  the  Trade 
Expansion  Act  to  direct  that  the  President  shall  take  certain  actions 
whenever  a  foreign  country  whose  products  benefit  from  U.S.  trade 
agreement  concessions  provides  subsidies  or  other  incentives  to  its 
exported  products  to  other  foreign  markets  so  that  U.S.  sales  of 
competitive  products  to  those  other  markets  are  unfairly  affected 
thereby.  This  amendment  was  recommended  by  the  executive  branch 
and  approved  by  the  committee  as  necessary  to  protect  U.S.  com- 
mercial interests.  The  committee  believes  that  the  executive  branch 
will  use  this  new  authority  to  fully  offset  any  foreign  practices  which 
adversely  affects  U.S.  commerce. 

In  addition,  the  committee  increased  the  authority  of  the  President 
under  section  252(b)  of  the  Trade  Expansion  Act  by  enabling  him  to 
impose  duties  and  other  import  restrictions  whenever  such  a  foreign 
country  is  maintaining  nontariff  restrictions  substantially  burdening 
U.S.  commerce,  engaging  in  discriminatory  acts  which  unjustifiably 
restrict  U.S.  commerce  or  providing  such  subsidies  or  other  incentives 
for  its  exports. 

Section  252(c)  would  be  amended  by  directing  and  authorizing  the 
President  to  take  action  whenever  a  foreign  country  whose  products 
benefit  from  U.S.  trade  agreement  concessions  maintains  unreason- 
able import  restrictions  which  substantially  burden  U.S.  commerce. 
The  President  is  authorized  and  directed  to  impose  duties  or  other 
import  restrictions  on  the  products  of  such  foreign  country  in  such 
instances  as  well  as  suspending  or  withdrawing  trade  agreement 
concessions  or  refraining  from  proclaiming  benefits  to  carry  out  trade 
agreements  with  such  foreign  countries. 

The  committee  determined  that  since  subsections  (a)  and  (b)  of 
section  252  are  both  directed  toward  foreign  import  restrictions  and 
discriminatory  acts  which  are  illegal,  that  the  scope  of  Presidential 
authority  to  act  to  prevent  the  establishment  or  obtain  the  removal 
of  such  foreign  import  restrictions  ought  to  be  the  same  in  both  sub- 
sections. Consequently,  a  new  subparagraph  (C)  to  the  latter  subsec- 
tion provides  powers  equal  to  that  provided  in  existing  (a)(3). 
Similarly  it  was  deemed  desirable  that  subsection  (c)  (1)  be  amended 
to  give  the  President  power  to  impose  duties  or  other  import  res  trie- 
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tions  against  the  unreasonable,  though  legal,  foreign  government 
practices  to  which  that  subsection  is  directed.  Finally,  the  committee 
deemed  it  desirable  that  the  obligatory  word  ''shall"  used  in  both  of 
the  two  first  subsections,  with  regard  to  the  President's  action,  should 
also  be  used  in  the  third  subsection  in  place  of  the  existing  "may." 

The  committee  also  provided  a  clear  complaint  procedure  in 
section  252  similar,  in  principle,  to  the  procedures  used  under  some 
other  unfair  trade  practice  statutes,  such  as  antidumping  and  counter- 
vailing duty,  and  to  the  statutory  procedures  under  the  national 
security  provision.  Under  the  committee  amendment  an  interested 
party  could  file  a  complaint  with  the  Secretary  of  Commerce  concern- 
ing a  foreign  import  barrier  or  export  subsidy  which  he  feels  is  unrea- 
sonably and  unjustifiably  restricting  U.S.  exports.  In  accordance  with 
the  criteria  already  spelled  out  in  the  statute,  the  Secretary  would  then 
investigate  to  determine  whether  or  not  a  foreign  barrier  or  export  sub- 
sidy is  unjustifiably  and  unreasonably  restricting  U.S.  commerce.  The 
Secretary  would  have  a  3-month  time  limit  within  which  he  must 
reach  a  finding.  If  he  reaches  an  affirmative  finding,  he  would  inform 
the  President  and  publish  such  finding  (and  the  reasons  therefor)  in 
the  Federal  Register.  The  reasons  for  a  negative  finding  would  also 
be  published  in  the  Federal  Register.  Under  an  affirmative  finding 
the  President  would  have  an  additional  3  months  to  work  out  a  solu- 
tion to  the  problem  through  negotiation  with  the  foreign  government. 
If  the  President  failed  to  obtain  a  satisfactory  negotiated  solution,  then 
he  would  take  the  retaliatory  action  called  for  by  section  252. 

These  amendments  provide  important  new  direction  and  authority 
to  the  President  to  act  to  protect  the  interest  of  United  States  com- 
merce in  the  face  of  unjustifiable  import  restrictions  and  other  un- 
reasonable import  restrictions,  including  discriminatory  acts  which 
substantially  burden  U.S.  commerce  or  unfairly  restrict  or  affect  mar- 
ket access  for  U.S.  products.  The  committee  feels  that  not  only  should 
the  President  respond  to  this  additional  direction  by  the  Congress  to 
protect  U.S.  commercial  interests,  it  is  also  incumbent  on  such  domes- 
tic producing  interests  to  use  the  new  provisions  in  section  252(d)  to 
fully  and  accurately  inform  the  Secretary  when  action  is  taken  or 
contemplated  by  foreign  countries  in  order  that  the  President  and 
those  to  whom  he  has  delegated  this  responsibility  may  act  promptly 
and  effectively. 

It  must  be  recognized  that  over  the  years,  the  United  States  has 
granted  increased  market  access  to  foreign  produced  goods  in  order 
to  gain  greater  access  in  foreign  markets  for  goods  produced  in  the 
United  States.  It  is  incumbent  on  both  the  government  and  United 
States  producing  interests  to  cooperate  in  the  maintenance  of  access 
to  foreign  markets  on  a  fair  and  reasonable  basis  for  goods  produced 
in  the  United  States. 

National  Security  Provision 
(Sec.  304  of  the  biU) 

The  committee  amendment  to  section  232  of  the  Trade  Expansion 
Act  of  1962,  the  ''national  security  provision,"  would  provide  that 
any  adjustment  of  imports  under  that  section  shall  not  be  accom- 
phshed  by  the  imposition  or  increase  of  any  duty,  or  of  any  fee  or 
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charge  having  the  effect  of  a  duty.  The  committee  has  reviewed  the 
legislative  history  of  section  232  of  the  Trade  Expansion  Act  and  its 
predecessor  provisions  in  the  trade  agreements  legislat  on,  and 
concludes  that  the  delegation  of  authority  to  the  President  to  adjust 
imports  should  be  limited  to  the  use  of  quantitative  limitations. 

The  amendment  to  section  232  is  not  intended  in  any  way  to  fore- 
close the  President  from  adjusting  imports  to  such  levels  as  he  deems 
necessary  to  prevent  impairment  to  the  national  security.  Nor  does  it 
affect  the  flexibility  of  the  President  to  modify  import  limitations 
already  imposed  under  section  232  to  meet  increased  demands  for 
raw  naaterials  or  other  emergency  requirements  which  may  arise 
from  time  to  time.  If,  under  particular  circumstances,  not  foreseen  by 
your  committee,  the  President  beUeved  that  duties  or  tariffs  would  be 
a  more  appropriate  remedy  in  a  case  he  would  be  free  to  request  such 
authority  from  the  Congress. 

The  bill  would  also  amend  section  232  with  respect  to  the  time 
within  which  the  Director  of  the  Office  of  Emergency  Preparedness  is 
to  make  a  determination  with  respect  to  applications  for  action  under 
the  national  security  provision.  The  committee's  attention  was  called 
to  the  delays  that  often  ensue  in  reaching  determinations  under  this 
section.  It  therefore  has  provided  that  a  determination  on  new  appli- 
cations shall  be  reached  within  one  year  after  the  date  on  which  the 
investigation  is  requested.  Determinations  on  active  pending  cases 
are  to  be  made  within  60  days  of  the  date  of  enactment  of  this  Act. 

The  committee  Avas  informed  by  the  Director  of  Emergency  Pre- 
paredness that  imposition  of  a  tariff  in  the  case  of  oil  imports  in  lieu 
of  a  quota  would  tend  to  increase  consumer  prices  on  petroleum  and 
petroleum  products.  Moreover,  the  committee  believes  that  there  are 
serious  practical  problems  in  substituting  a  tariff  for  a  quota  in  the 
regulation  of  odl  imports.  The  volatility  of  freight  rates,  the  geographic 
distribution  of  the  world's  oil  reserves,  and  various  pricing  and  taxing 
policies  by  foreign  governments  are  important  factors  which  would 
make  the  substitution  of  tariffs  to  regulate  oil  imports  very  costly  and 
inefficient.  No  tariff  can  be  so  scientifically  set  as  to  reasonably  regulate 
the  level  of  imports  in  accordance  with  the  needs  of  national  security. 
The  committee  felt  that  whenever  a  national  security  matter  is  con- 
cerned, importations  of  the  commodity  involved  should  be  set  at  a  level 
so  as  to  provide  a  reasonable  degree  of  certainty  that  they  will  not 
impair  the  national  security.  This  cannot  be  done  effectively  by  a  tariff 
or  duty  scheme. 

The  committee  also  considered  the  fact  that  four  U.S.  Presidents, 
two  from  each  major  political  party  (Presidents  Eisenhower,  Ken- 
nedy, Johnson,  and  Nixon),  after  careful  study  of  all  the  military, 
security,  and  economic  facts  available  to  them,  have  determined  that 
quantitative  controls  over  oil  imports  were  in  the  national  security 
interest.  The  need  for  establishing  a  reasonably  specific  and  predict- 
able level  of  imports  was  particularly  manifest  to  President  Kennedy 
who  issued  the  Presidential  proclamations  which  established  a  regional 
formula  for  regulating  such  imports. 
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Tariff  Adjustment  and  Adjustment  Assistance 
(Subpart  2  of  Part  A  of  Title  III) 
general 

Subpart  2  of  part  A  of  title  III  of  the  bill  would  amend  the  provisions 
of  title  III  of  the  Trade  Expansion  Act  of  1962  (TEA)  relating  to  tariff 
adjustment  for  industries,  and  adjustment  assistance  for  firms  and 
workers.  The  primary  purpose  of  the  amendments  is  to  liberalize  the 
criteria  that  must  be  met  before  such  relief  may  be  afforded.  Subpart  2 
would  also  make  certain  other  changes  in  related  provisions  of  sections 
311,  317,  323,  326,  351,  and  352  of  title  III  of  the  TEA. 

Since  the  liberalization  of  criteria  and  the  investigative  procedures 
differ  with  respect  to  industry  relief  as  distinguished  from  firm  or 
worker  relief,  the  two  categories  will  be  discussed  separately. 

TARIFF  adjustment  ^ 

Sections  301,  302,  351,  and  352  of  the  TEA  set  forth  the  current 
authority  and  procedures  for  an  industry  to  obtain  assistance  in  the 
form  of  proclaimed  increases  in  the  duty  or  other  import  restrictions 
applicable  to  articles  on  which  concessions  have  been  granted  in  trade 
agreements.  Provision  is  also  made  therein  (section  302)  for  such 
industry  relief  to  be  provided  in  combination  with  adjustment 
assistance  to  firms  and  workers,  the  terms  of  which  are  discussed  in 
the  next  section  of  this  report  relating  to  adjustment  assistance. 

The  amendment  would  not  change  the  status  of  petitioners  for  tariff 
adjustment.  In  other  words,  section  301(a)(1)  would  still  permit  peti- 
tions to  be  filed  with  the  Tariff  Commission  by  any  trade  association, 
firm,  certified  or  recognized  union,  or  other  representative  of  industry 
so  long  as  petitioner's  authority  is  drawn  from  firms  or  groups  of 
workers  embracing  a  substantial  part  of  the  industry  involved. 

AUTHORITY  FOR  TARIFF  ADJUSTMENT 

(Sec.  311  of  the  bill) 

Section  311  of  the  amendment  would  amend  section  301(b)  of  the 
TEA  in  a  number  of  significant  ways,  viz. :  (1)  By  liberalizing  existing 
criteria  for  tariff  adjustment;  (2)  by  adding  an  additional  determina- 
tion as  to  the  nature  of  the  injury;  (3)  by  including  a  definition  of  the 
term  ''domestic  industry  producing  articles  like  or  directly  competitive 
with  the  imported  article" ;  and  (4)  by  directing  the  Tariff  Commission 
also  to  investigate  factors  which  in  its  judgment  may  be  contributing 
to  increased  imports  of  fhe  article  under  investigataion,  and  (5)  by 
changing  the  voting  requirements  of  the  Commission  in  regard  to 
its  determinations  with  respect  to  tariff  adjustment  remedies. 

Relaxed  criteria.  The  amendment  would  accomplish  liberalization  of 
present  tariff  adjustment  criteria  basically  by  (a)  significantly  modify- 
ing the  present  causal  connection  between  increased  imports  and 
trade-agreement  concessions,  and  (b)  by  substituting  for  the  present 
concept  of  "the  major  factor"  (in  existing  paragraph  (3))  the  concept 


>  The  term  "tariff  adjustment",  as  used  in  the  TEA,  refers  not  only  to  tariff  rate  increases  but  also  to  other 
import  restrictions. 
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of  increased  imports  contributing  substantially  toward  causing  serious 
injury  which  was  embodied  in  section  7  of  the  Trade  Agreements  Ex- 
tension Act  of  1951,  as  amended. 

The  committee  relaxed  the  causal  relationship  that  exists  in  the 
Trade  Expansion  Act  between  increased  imports  and  trade  conces- 
sions. Under  present  law  the  Tariff  Commission  must  determine 
"whether  as  a  result  in  major  part  of  concessions  granted  under  trade 
agreements,  an  article  is  being  imported  into  the  United  States  in  such 
increased  quantities  as  to  cause,  or  threaten  to  cause,  serious  injury 
to  the  domestic  industry  producing  an  article  which  is  like  or  directly 
competitive  with  the  impor'ted  article." 

The  committee  agreed  that  this  "major  part"  test  is  too  rigid,  and 
adopted  the  same  causal  relationship  between  increased  imports  and 
tariff  concessions  which  ex;isted  between  1951  and  1962  under  section 
7  of  the  Trade  Agreements  Extension  Act,  as  amended,  which  in  per- 
tinent part,  reads  as  follows : 

The  Tariff  Commission  shall  .  .  .  determine  whether  any 
product  upon  which  a  concession  has  been  granted  under  a 
trade  agreement  is,  as  a  result,  in  whole  or  in  part,  of  the 
duty  or  other  customs  treatment  reflecting  such  concession, 
being  imported  into  the  United  States  in  such  increased 
quantities,  either  actual  or  relative,  as  to  cause  or  threaten 
serious  injury  to  the  domestic  industry  producing  like  or 
directly  competitive  products." 

The  committee  determined  that  restoration  of  this  causal  relaionship 
should  not  impede  any  industry  from  receiving  relief  if  it  is  seriously 
injured  by  imports.  Restoration  of  the  causal  relationship  was  con- 
sidered necessary  for  two  basic  reasons : 

(1)  Without  any  relationship  between  increased  imports  and 
a  tariff  concession,  the  articles  imported  from  Communist  coun- 
tries (which  have  never  received  a  U.S.  tariff  concession)  would 
have  to  be  subject  to  "escape  clause"  proceedings  along  with  the 
articles  from  column  1  or  non-Communist  countries ;  and 

(2)  Without  any  causal  relationship  between  increased  imports 
and  tariff  concessions  the  United  States  could  be  in  violation  of 
trade  agreement  obligations  which  could  give  foreign  countries  a 
reason  for  arguing  that  any  action  by  the  United  States  under 
tariff  adjustment  provisions  of  this  act  was,  ipso  facto,  in  Adola- 
tion  of  such  obligations. 

With  respect  to  the  products  of  Communist  countries,  it  is  entirely 
conceivable  that  certain  impoited  products  from  these  countries  could 
be  of  sufficient  magnitude  to  "tip  the  scales"  in  the  judgment  of  the 
Tariff  Commission  to  decide  a  case  in  f ai^r  of  an  affirmative  finding. 
Thus  higher  duties  could  be  imposed  on  the  articles  of  free-world 
countries,  because  of  importations  from  Communist  countries. 

The  committee  felt  that  the  causal  relation'^hip  between  increased 
imports  and  tariff  concessions  embodied  in  section  7  of  the  Trade 
Agreements  Act  of  1951,  as  amended,  which  was  in  effect  for  11  years, 
was  not  only  fully  compatible  with  U.S.  obligations,  but  did  not  serve 
as  a  hindrance  for  seriously  injured  domestic  industries  from  receiv- 
ing an  affirmative  determination  from  the  Tariff  Commission,  on  the 
question  of  serious  injury. 
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The  words  "in  whole  or  in  part,  of  the  duty  or  other  customs  treat- 
ment reflecting  such  concessions''  which  the  committee  adopted  have 
not  in  the  past  beeu  construed  bv  the  Tariff'  Commission  as  a  reason 
not  to  proceed  to  determine  whether  increased  imports  have  "contrib- 
uted substantially"  toward  causing  or  threatening  serious  injury  to 
an  industry.  The  committee  strongly  believes  that  the  Tariff  Com- 
mission will  not  close  out  any  case  on  an  article  subject  to  a  tariff  con- 
cession, because  of  the  causal  link  between  increased  imports  and  a 
tariff  concession,  which  the  committee  feels  is  an  integral  part  of  our 
trade  agreement  program. 

Even  in  cases  in  which  there  is  a  zero  rate  of  duty  on  an  article  which 
has  been  bound  by  a  tariff  concession,  the  "binding"  itself  is  a  signifi- 
cant concession,  without  which,  high  duties  could  be  imposed  consistent 
with  international  obligations  which  would  assuage  the  growth  of  im- 
ports and  thereby  relieve  a  domestic  industry.  In  Tariff  Commission 
Report  to  the  President  on  escape  clause  investigation  No.  7-90,  under 
section  7  of  the  1951  Act  relating  to  binder  and  baler  tAvines  which 
had  been  historically  free  of  duty,  the  Commission  said:  (p.  52). 

By  enacting  the  escape-clause  provisions,  of  lohich  the  language 
here  in  question  is  a  part,  the  Congress  was  in  effect  declaring  that 
American  industry  should,  he  protected  against  serious  injury 
from  an  increase  in  imports  following  the  grafting  of  trade- 
agreement  concessions.  The  possibility  that  such  injury  may 
occur  arises  from  the  fact  that  a  concession.^  whether  it  he  a  '"''modi- 
fication^^ or  a  ''''binding''''  of  customs  treatment^  is  conceptually 
merely  an  undertaking  not  to  impose  a  more  restrictive  customs 
treatment  than  that  specified  for  the  product  involved  during  the 
life  of  the  trade  agreement.  Such  an  undertaking  represents  a 
distinct  commercial  advantage  to  any  country  lohich  receives  the 
benefit  of  the  concession,  and  constitutes  a  stimulus  to  exports  of 
the  product  from  these  countries.  Thus^  the  escape-clause  legisla- 
tion is,  in  the  final  analysis,  calculated  to  remove  or  mitigate  the 
stimulus  to  an  injurious  volume  of  imports  lohich  may  result  from 
the  customs  treatment  of  the  product  in  question,^  an  objective 
tvhich  can  be  effectively  served  only  if  remedial  action  is  taken 
with  respect  to  the  customs  treatment  of  such  imports  from  all 
countries  which  receive  the  benefit  of  the  undertaJdng  represented 
by  the  concession.  Accordingly,  if  a  country  received  the  heneiit 
of  a  trade- agreement  concession,  its  exports  of  the  product  in- 
volved must  he  loithin  the  reach  of  the  escape-clause  remedy. 
Thus,  in  such  situations  the  committee  understands  and  intends  that 
the  "binding"  itself  would  satisfy  the  causal  relationship. 

Moreover,  the  words  "in  part"  mean  a/ny  part,  not  the  major  part,  a 
significant  part  or  any  other  qualification  on  the  degree  of  relationship 
between  increased  imports  and  a  tariff  concession. 

It  will  be  observed  that  under  the  relaxed  criteria  it  is  sufficient  that 
increased  imports,  which  have  resulted  in  whole  or  in  part  from  trade- 
agreement  concessions,  "contribute  substantially"  (whether  or  not  such 
increased  imports  are  the  major  factor  or  primary  factor)  toward 


^  This  is  implicit  in  the  language  of  the  statute  itself,  which  does  not  purport 
to  be  'addressed  to  the  concession  per  se  hut  rather  to  the  "duty  or  other  customs 
treatment  reflecting  such  concession." 
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causing  or  threatening  to  cause  injury.  The  parenthetical  language 
was  inserted  to  contrast  the  proposed  criteria  with  the  existing  concept 
of  "the  major  factor"  and  the  concept  of  "the  primary  factor"  pro- 
posed by  the  administration,  and  to  show  that  these  latter  concepts 
were  not  in  any  sense  controlling  in  the  interpretation  of  the  concept 
adopted  by  the  committee.  The  committee's  acceptance  of  the  criteria 
of  section  7  of  the  1951  Extension  Act  was  also  based  upon  the  fact 
that  such  criteria  had  previously  been  determined  by  the  President 
to  be  compatible  with  our  international  obligations. 

The  term  "like  or  directly  competitive",  used  in  the  bill  to  describe 
the  products  of  domestic  producers  that  may  be  adversely  affected 
by  imports,  was  used  in  the  same  context  in  section  7  of  the  1951 
Extension  Act  and  in  section  301  of  the  Trade  Expansion  Act.  The 
term  was  derived  from  the  escape-clause  provisions  in  trade  agree- 
ments, such  as  article  XIX  of  the  GATT.  The  words  "like"  and 
"directly  competitive",  as  used  previously  and  in  this  bill,  are  not  to 
be  regarded  as  synonymous  or  explanatory  of  each  other,  but  rather 
to  distinguish  between  "like"  articles  and  articles  which,  although  not 
"like",  are  nevertheless  "directly  competitive".  In  such  context, 
"like"  articles  are  those  which  are  substantially  identical  in  inherent 
or  intrinsic  characteristics  (i.e.,  materials  from  which  made,  appear- 
ance, quality,  texture,  etc.),  and  "directly  competitive"  articles  are 
those  which,  although  not  substantially  identical  in  their  inherent 
or  intrinsic  characteristics,  are  substantially  equivalent  for  commer- 
cial purposes,  that  is,  are  adapted  to  the  same  uses  and  are  essentially 
interchangeable  therefor. 

With  respect  to  question  of  threat  of  injury  the  committee  believes 
the  factual  situation  necessary  to  support  a  finding  that  an  article  is 
being  imported  in  such  increased  quantities  as  to  "threaten"  serious 
injury  to  a  domestic  industry  cannot  differ  greatly  from  the  factual 
situation  necessary  to  support  a  finding  that  the  product  is  being  im- 
ported in  such  increased  quantities  as  to  "cause"  serious  injury.  Since 
both  a  finding  of  present  serious  injury  and  a  finding  of  threatened 
serious  injury  must  be  related  to  currently  increased  imports,  it  neces- 
sarily follows  that  a  finding  of  threatened  serious  injury  must  be 
based  upon  facts  which,  applied  to  the  statutory  criteria,  show  that 
serious  injury  is  about  to  occur.  In  other  words,  the  serious  injury 
must  be  imminent. 

Additional  determination  as  to  the  nature  of  injury.  There  are  some 
situations  in  which  injury  to  industry  would  be  so  serious  as  to  be 
acute  or  severe,  indicating  an  especially  urgent  need  for  immediate  re- 
medial relief.  Furthermore,  in  such  acute  or  severe  injury  cases  the  re- 
lief should  be  adequate  to  the  nature  and  extent  of  the  injury.  Conse- 
quently, the  committee  provided  that  in  situations  in  which  the  Tariff 
Commission  finds  that  the  injury  to  the  domestic  iiidustrv  is  acute 
or  severe  or  that  imports  threaten  to  acutely  or  severely  injure  such 
industry,  the  Tariff  Commission  would  so  report  to  the  President.  In 
this  case,  the  President  shall  impose  whatever  restrictions  the  Tariff 
Commission  recommends  to  remedy  the  severe  or  acute  injury  or 
threat  thereof,  unless  he  determines  it  is  not  in  the  national  interest. 

The  committee  intends  that  acute  or  severe  injury  is  to  be  cons^^rued 
as  a  high  level  of  injury  Avell  above  the  threshold  of  serious  injury 
required  for  'an  affirmative  injury  determination  under  paragraph  (1) 
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of  section  301(b).  However,  under  this  criteria  an  industry  would  not 
have  to  be  on  its  death  bed  for  the  injury  to  be  deemed  acute  or  severe. 
The  word  "acute"  is  taken  generally  to  mean  "seriously  demanding 
urgent  attention,"  "intensification  of  need,"  "sharp"  or  "pointed," 
"constituting  a  crisis."  Similarly,  the  word  "severe"  means  "sharp," 
"extreme,"  or  "grievous."  Analogously,  the  committee  would  con- 
sider a  broken  bone  in  the  body  to  be  a  serious  injury,  and  if  the  broken 
bone  were  a  compound  fracture  this  Avould  be  a  severe  or  acute  injury. 
The  body  as  a  whole  can  be  relatively  healthy  even  though  one  of  its 
members  is  acutely  or  severely  injured.  But  if  no  relief  is  immediately 
forthcoming  to  remedy  the  acute  or  severe  injury,  or  threat  thereof, 
the  body  itself  will  suffer  irreparable  damage.  Thus,  it  is  the  commit- 
tee's intention  that  in  cases  where  the  injury  is  acute  or  severe,  the 
remedy  is  more  urgent  than  in  cases  where  only  serious  injury  has 
been  found,  although  in  the  latter  cases,  it  is  expected  that  the  Presi- 
dent will  also  weigfh  heavily  the  Tariff  Commission's  recommendation 
for  relief  in  his  decision  to  impose  whatever  re^rictive  action  he  deems 
necessary  to  provide  relief. 

The  committee  rejected  the  arithmetic  approach  in  H.R.  18970  to 
the  question  of  severe  or  acute  injury  because  it  involved  a  number  of 
highly  complex  and  untried  criteria  which  not  only  would  have  sharply 
increased  the  workload  of  the  Tariff  Commission  but  would  not  have 
assured  any  improvement  in  the  qualitative  determinations  of  the 
degree  of  injury  involved  in  any  particular  case.  Moreover,  this 
arithmetic  test  in  H.R.  18970  involved  computations  which  Avere  often 
difficult,  if  not  impossible,  to  compute.  For  example,  the  arithmetic 
test  would  have  required  that  the  imported  articles  be  sold  at  prices 
"substantially  below"  those  prevailing  for  like  and  competitive  products 
produced  in  the  United  States,  and  that  the  unit  labor  cost  attributable 
to  producing  the  imported  article  are  ''substantially  below"  those 
attributable  to  producing  like  or  competitive  articles  in  the  United 
States.  The  committee  was  informed  that  unit  labor  costs  information 
is  not  available  to  the  degree  envisioned  by  this  legislation,  and 
believes  that  the  question  of  whether  imported  prices  were  ''sub- 
stantially below"  those  prevailing  in  the  United  States  is  not  essential 
to  the  question  of  severe  injury.  An  article  could  be  sold  in  the  United 
States  only  slightly  below  the  domestic  price  but  in  such  volume  and  in 
such  concentration  that  the  domestic  industry,  operating  on  a  very 
slim  profit  margin,  would  not  be  able  to  compete. 

Moreover,  the  arithmetic  determination  would  have  required  the 
Tariff  Commission  to  determine  whether  domestic  production  of  the 
like  or  directly  competitive  product  is  declining  or  is  likely  to  decline 
so  as  to  substantially  affect  the  ability  of  domestic  producers  to 
continue  to  produce  the  like  or  directly  competitive  product  "at  a  level 
of  reasonable  profit."  The  committee  was  informed  that  it  is  extremely 
difficult  to  determine  what  "a  reasonable  level  of  profit"  constitutes 
in  any  one  particular  product  line  in  a  multiproduct  industry.  Current 
accounting  practices  do  not  usually  segregate  out  profitability  on  a 
product  by  product  basis.  Moreover,  profits  tend  to  vary  industry  by 
industry  in  accordance  with  the  degree  of  competition  in  the  market- 
place and  the  supply  and  demand  relationships  for  the  goods  involved 
as  well  as  with  the  general  state  of  the  economy. 

In  opting  for  the  qualitative  approach  to  the  question  of  acute  or 
severe  injury,  the  Committee  is  placing  great  faith  and  expectation  in 
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the  sound  judgment  of  the  members  of  the  Tariff  Commission  to  reach, 
after  consideration  of  all  relevant  factors,  a  degree  of  consensus  on 
the  question  of  injury  consistent  with  the  intention  of  this  Act  and 
with  the  exercise  of  such  sound  judgment.  In  this  connection,  the 
Committee  has  noted  the  generally  increasing  tendency  of  Com- 
missioners to  resort  to  the  use  of  separate  statements  of  their  views 
when  there  are  no  significant  differences  between  them  or  when  the 
differences,  if  any,  are  not  apparent.  The  committee  feels  that  the 
Commissioners  should  strive  to  eliminate  this  practice.  Commissioners 
should  make  reasonable  efforts  to  reach  a  consensus  on  the  main 
questions  of  injury  and  remedy,  and,  when  this  is  not  possible,  should 
present  clear  majority  and  minority  viewpoints  on  these  principal 
questions,  with  any  significant  differences  clearly  drawn  and  explained. 

Definition  of  domestic  industry.  This  definition  of  domestic  industry, 
which  appeared  in  former  section  7  of  the  1951  Extension  Act,  is  the 
so-called  segmentation  concept.  By  virtue  of  this  definition,  the 
domestic  industry  will  include  the  operations  of  those  establishments 
in  which  the  domestic  article  in  question  (i.e.,  the  article  which  is 
''like,"  or  ''directly  competitive  with,"  the  imported  article,  as  the 
case  may  be)  is  produced.  Where  a  corporate  entity  has  several 
establishments  (e.g.,  divisions  or  plants)  in  some  of  which  the  domestic 
article  in  question  is  not  produced,  the  establishments  in  which  the 
domestic  article  is  not  produced  would  not  be  included  in  the  industry. 
The  concern  of  the  Tariff  Commission  would  be  with  the  question  of 
serious  injury  to  the  productive  resources  (e.g.,  employees,  physical 
facilities,  and  capital)  employed  in  the  establishments  in  which  the 
article  in  question  is  produced.  In  the  case  of  multiproduct  establish- 
ments in  which  productive  resources  are  devoted  to  producing  products 
A,  B,  C,  and  D,  of  which  only  product  A  is  suffering  from  import 
competition,  it  is  only  necessary  that  the  Commission  find  that  the 
resources  engaged  in  the  production  product  A  have  been  injured. 
However,  the  Tariff  Commission  should  take  into  account  other  rele- 
vant factors  including  whether  there  has  been  a  transfer  of  productive 
resources  from  A  to  B,  C,  or  D  for  reasons  other  than  the  impact  of 
imports.  The  extent  to  which  the  products  of  a  multiproduct  estab- 
lishment can  be  so  separately  considered  is  necessarily  affected  by  the 
accounting  procedures  that  prevail  in  a  given  case  and  the  practica- 
bility of  distinguishing  or  separating  the  operations  for  each  product 
line. 

A  reinstatement  of  the  "segmentation  principle"  in  the  definition 
of  industry  is  made  more  important  now  because  of  the  growth  and 
proliferation  of  mergers  and  conglomerate  type  industrial  enterprises. 
One  or  several  of  these  large  integrated  firms  with  many  lines  of  pro- 
duction can  take  a  considerable  market  share  in  any  one  article  of 
production.  There  may  be  scores  of  smaller,  nonintegrated  firms 
producing  like  or  competitive  products  and  if  the  economic  condition 
of  the  whole  large,  integrated,  multiproduct  firm  had  to  be  weighed 
on  the  scale  of  injury  alongside  that  of  the  small,  nonintegrated 
firm,  the  balance  would  inevitably  be  tipped  against  the  small 
producer. 

Factors  causing  increased  imports.  Subsection  (b)  (6)  will  require  the 
Tariff  Commission,  in  the  course  of  any  proceeding  initiated  under 
paragraph  (1),  to  investigate  any  factors  which  may  be  contributing  to 
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increased  imports  of  the  article  under  investigation.  Such  factors 
would  include  the  effect  of  tariff  concessions,  foreign  wage  rates,  and 
also  possible  dumping,  subsidization,  or  other  forms  of  unfair  competi- 
tion. If  the  Tariff  Commission  has  reason  to  believe  that  increased 
imports  are  attributable  in  part  to  circumstances  which  come  within 
the  purview  of  the  Antidumping  Act,  1921,  section  303  or  337  of  the 
Tariff  Act  of  1930,  or  other  remedial  provisions  of  law,  it  is  directed 
to  promptly  notify  the  appropriate  agency  and  to  take  such  other 
action  as  it  deems  appropriate  in  connection  therewith.  There  is  no 
intention  in  this  amendment  to  transfer  to  the  Tariff  Commission 
action  responsibility  for  the  implementation  of  statutory  language 
falling  within  the  purview  of  other  agencies. 

This  provision  is  designed  to  assure  that  the  United  States  Avill  not 
needlessly  invoke  the  escape-clause  [article  XIX  of  the  GATT]  and 
will  not  become  involved  in  granting  compensatory  concessions  or 
inviting  retaliation  in  situations  where  the  appropriate  remedy  may 
be  action  under  one  or  more  U.S.  laws  against  unfair  competition  for 
which  action  no  compensation  or  retaliation  is  in  order. 

Commission  voting  requirements.  In  accordance  with  subsection  (b)  (4) 
the  remedy  determination  of  a  majority  of  the  Commissioners  voting 
for  the  affirmative  injury  determination  shall  be  treated  as  the  remedy 
determination  of  the  Commission. 

Ninety-day  transition  period.  The  committee  provided  the  Tariff 
Commission  with  a  period  of  90  days  after  enactment,  within  which 
the  Commission,  acting  as  expeditiously  as  possible,  will  issue  new 
rules  and  regulations  on  handling  all  petitions  under  its  jurisdiction. 
The  committee  intends  that  the  Commission  will  issue  these  rules 
and  regulations  as  soon  as  possible,  but  no  later  than  90  days  after 
the  enactment  of  this  Act.  During  that  period,  no  petition  may  be 
filed  under  section  301(a)  of  the  Trade  Expansion  Act  of  1962. 

PRESIDENTIAL  ACTION  WITH  RESPECT  TO  TARIFF  ADJUSTMENT 

(Sec.  313  of  the  bill) 

The  bill  would  amend  section  351  of  the  TEA  to  provide  that  the 
President  shall,  upon  receipt  of  an  affirmative  injury  determination, 
proclaim  such  import  restrictions  as  he  determines  to  be  necessary  to 
prevent  or  remedy  serious  injury,  unless  he  determines  that  it  would 
not  be  in  the  national  interest. 

When  the  Tariff  Commission  makes  an  injury  determination  and 
makes  the  aforementioned  additional  determination  provided  for  in 
section  301(b)(5),  the  President  is  directed  to  implement  the  remedy 
determination  of  the  Commission  unless  he  determines  that  such 
action  would  not  be  in  the  national  interest.  In  situations  in  which 
the  President  rejects  the  Tariff  Commission's  remedy  under  the  na- 
tional interest  provision  he  would  be  free  to  provide  whatever  relief 
he  deems  necessary,  which  is  consistent  with  this  Act  and  the  national 
interest. 

The  amendment  would  make  no  change  in  the  existing  provisions 
for  congressional  review  which  applies  to  those  cases  where  the 
President  does  not  carry  out  the  remedy  determination  of  the 
Commission. 
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REVIEW  OF  ADJUSTMENT  ACTION 

The  review  procedures  on  outstanding  tariff  adjustment  actions  are 
amended  to  provide  that  the  Tariff  Commission,  in  its  reports  on  con- 
ditions in  the  industry  concerned  with  the  tariff  adjustment,  will 
include  information  on  the  steps  taken  by  the  firms  in  the  industry 
to  compete  more  effectively  with  imports. 

The  reporting  requirements  regarding  such  reviews  of  tariff  adjust- 
ment actions  are  also  amended  to  provide  that  the  Tariff  Commission 
will  make  findings  similar  to  those  in  an  original  tariff  adjustment 
investigation  if  it  should  determine  in  an  investigation  reviewing  an 
outstanding  tariff  adjustment  action  that  the  existing  restrictions  on 
imports  are  insufficient  to  prevent  or  remedy  serious  injury  to  the 
domestic  industry.  Such  finding  would  be  in  addition  to  that  presently 
required  with  regard  to  the  effect  of  a  reduction  or  elimination  of  a 
tariff  adjustment  action. 

ORDERLY  MARKETING  AGREEMENTS 

(Sec.  314  of  the  bill) 

Section  352  of  the  Trade  Expansion  Act  is  amended  to  provide  that 
the  President  may  negotiate  orderly  marketing  agreements  at  any 
time  after  an  aflBrmative  injury  determination.  Further,  the  amend- 
ment provides  that  such  agreements  may  replace  in  whole  or  in  part 
tariff  adjustment  actions.  Under  existing  law,  the  negotiating  authority 
under  section  352  is  to  be  used  at  the  conclusion  of  the  Tariff  Com- 
mission investigation  and  the  agreements  are  to  be  a  substitute  for 
tariff  adjustment  action.  This  provision  may  serve  as  a  means  for  the 
President  to  avoid  imposing  mandatory  quotas,  if  a  suitable  voluntary 
agreement  is  reached. 

ADJUSTMENT  ASSISTANCE 

(Sec.  315  of  the  bill) 

Adjustment  assistance  for  firms  and  workers  injured  by  increased 
imports  is  made  more  readily  available  under  this  amendment.  The 
committee  believes  that  the  criteria  for  determination  of  eligibility 
of  firms  and  workers  to  apply  for  adjustment  assistance  contained 
in  the  Trade  Expansion  Act  of  1962  are  too  strict.  The  committee 
amendment  therefore  liberalizes  these  criteria.  The  amendment  also 
provides  that  the  President,  instead  of  the  Tariff  Commission,  will 
make  the  substantive  determinations  of  eligibility. 

Under  the  amendment,  firms  or  workers  may  petition  directly  to  the 
President  rather  than  to  the  Tariff  Commission  as  at  present;  also, 
firms  and  workers  may  apply  directly  to  the  Secretaries  of  Commerce 
or  Labor,  respectively,  after  Presidential  action  providing  for  such 
requests  following  a  Tariff  Commission  finding  of  injury  to  an  entire 
industry. 

The  basic  formula  for  the  weekly  trade  readjustment  allowance 
payable  to  an  adversely  affected  worker  is  increased  in  the  bill  from 
65  percent  to  75  percent  of  his  average  weekly  wage  or  to  75  percent 
of  the  average  weekly  manufacturing  wage,  whichever  is  less,  reduced 
by  50  percent  of  the  amount  of  his  remuneration  for  services  per- 
formed during  the  week.  The  existing  provisions  affording  training 
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and  other  reemployment  assistance  to  adversely  affected  workers 
is  expanded  to  include  supportive  and  other  services  provided  for 
under  any  Federal  law. 

The  changes  in  the  bill  will  serve  to  make  adjustment  assistance 
more  effective  and  more  readily  available  to  help  individual  firms  or 
groups  of  workers  cope  with  the  impact  of  increased  import 
competition. 

Direct  Petitions.  The  Trade  Expansion  Act  of  1962  presently 
provides  that  petitions  for  a  determination  of  eligibility  to  apply  for 
adjustment  assistance  may  be  filed  with  the  Tariff  Commission  by  or 
on  behalf  of  a  firm  or  group  of  workers.  These  are  petitions  for  deter- 
minations under  section  301(c).  The  committee  amendment  changes 
this  procedure  by  requiring  that  the  petitions  be  filed  mth  the  Presi- 
dent rather  than  the  Tariff  Commission.  It  is  intended  that  a  group 
of  three  or  more  workers  in  a  firm  may  qualify  as  a  petitioner  for 
adjustment  assistance. 

The  committee  believes  that  affected  workers  have  a  responsi- 
bility to  endeavor  to  give  prompt  notice  of  difficulties  by  applying 
for  assistance  as  soon  as  they  become  unemployed  or  are  threatened 
with  unemployment.  Section  301(a)(2)  of  the  Trade  Expansion  Act 
has  been  amended  to  provide  that  petitions  filed  by  or  on  behalf  of  a 
group  of  workers  shall  apply  only  with  respect  to  individuals  who 
are,  or  who  have  been  within  one  year  before  the  date  of  filing  of  such 
petition,  employed  regularly  in  the  firm  involved.  Individuals  who 
become  unemployed  or  underemployed  after  the  date  of  the  filing  of 
the  petition  may  be  eligible  to  apply  under  any  certification  issued  if 
they  are  members  of  the  group  described  therein. 

The  committee  has  amended  the  provisions  of  the  existing  act  with 
respect  to  the  criteria  to  be  applied  in  a  determination  of  eligibility 
to  apply  for  adjustment  assistance  by  a  firm  or  group  of  workers.  It 
has  provided  that  the  President  shall  determine  whether  an  article 
like  or  directly  competitive  with  an  article  produced  by  the  firm  or  an 
appropriate  subdivision  thereof  is  being  imported  in  such  increased 
quantities,  either  actual  or  relative,  so  as  to  contribute  substantially 
toward  causing  or  threatening  to  cause  serious  injury  to  such  firm  or 
subdivision  or  unemployment  or  underemployment  of  a  significant 
number  or  proportion  of  the  workers  of  a  firm  or  appropriate  sub- 
division thereof. 

This  amendment  eliminates  completely  the  former  causal  link 
between  the  increased  imports  and  a  trade  agreement  concession 
insofar  as  adjustment  assistance  cases  are  concerned.  These  cases  are 
substantially  different  from  the  tariff  adjustment  (industry-wide 
escape  clause)  cases  in  that  adjustment  assistance  involves  no  po- 
tential alteration  of  trade  agreement  concessions  and  therefore  should 
not  be  related  at  all  to  such  concessions.  No  obligations  exist  with 
respect  to  Article  XIX  of  GATT  with  respect  to  adjustment  as- 
sistance cases;  they  do  exist  with  respect  to  tariff  adjustment  cases. 
The  Senate  amendment  also  changes  the  relationship  between  the 
increased  imports  and  the  injury  or  unemployment  from  ''the  major 
factor"  to  ''contribute  substantially  (whether  or  not  such  increased 
imports  are  the  major  factor  or  the  primary  factor)." 

It  is  intended  that  an  "appropriate  subdivision"  of  a  firm  shall  be 
that  establishment  in  a  multi-establishment  firm  which  produces  the 
domestic  article  in  question.  Where  the  article  is  produced  in  a  dis- 
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tinct  part  or  section  of  an  establishment  (whether  the  firm  has  one  or 
more  establishments),  such  part  or  section  may  be  considered  an 
appropriate  subdivision.  In  the  Trade  Expansion  Act,  this  concept 
was  confined  to  groups  of  workers.  This  bill  would  extend  the  con- 
cept to  firms  as  well. 

Section  301(c)  of  the  Trade  Expansion  Act  as  amended  by  the 
committee  provides  for  reports  from  the  Tariff  Commission  to  assist 
the  President  in  making  determinations  with  respect  to  petitions  filed 
by  firms  or  groups  of  workers.  The  President  is  to  transmit  promptly  to 
the  Tariff  Commission  a  copy  of  each  petition  filed  with  him  by  a  firm 
or  group  of  workers  and  not  later  than  five  days  thereafter  to  request 
the  Tariff  Commission  to  conduct  an  investigation  relating  to  questions 
of  fact  relevant  to  the  President's  determinations  and  to  make  a  re- 
port of  the  facts  disclosed  by  such  investigation.  In  his  request,  the 
President  may  specify  the  particular  kinds  of  data  which  he  deems 
appropriate.  This  is  not  intended,  however,  to  preclude  the  Tariff 
Commission  from  making  an  investigation  of,  and  including  in  its 
report,  such  additional  data  as  it  considers  relevant.  Upon  receipt  of 
the  President's  request,  it  is  required  that  the  Tariff  Commission 
promptly  initiate  the  investigation  and  promptly  publish  notice 
thereof  in  the  Federal  Register. 

It  is  intended  that  the  President,  and  not  the  Tariff  Commission, 
shall  make  the  determinations  under  section  301  (c)(1)  and  (c)(2) 
with  respect  to  firms  and  groups  of  workers.  Accordingly,  the  Tariff 
Commission  is  not  to  include  in  its  report  conclusions,  opinions,  or 
judgments  which  are  tantamount  to  the  determinations.  Instead,  it  is 
to  present  the  facts  and  in  a  manner  which  will  render  the  report  useful 
to  the  President.  It  is  recognized  that  the  Tariff  Commission  will  have 
to  reach  conclusions  with  respect  to  sue  subsidiary  questions  as  what 
constitutes  the  firm  or  an  appropriate  subdivision  thereof,  what 
product  is  like  or  directly  competitive,  and  what  is  the  appropriate 
base  period,  in  order  to  gather  the  relevant  facts.  In  any  case,  however, 
the  President  has  the  final  authority  to  make  a  decision  with  respect 
to  any  element  which  enters  into  the  determinations  under  section 
301  (c)(1)  and  (c)(2),  and  section  302  (c),  (d),  and  (e). 

In  the  course  of  any  such  investigation,  the  Tariff  Commission  shall 
hold  a  public  hearing  if  requested  by  the  petitioner  or  any  other  in- 
terested person.  However,  such  a  request  must  be  made  not  later 
than  10  days  after  the  date  of  the  publication  of  its  notice  of  the 
investigation.  It  is  understood  that  a  public  hearing  may  be  held  in 
any  case  on  the  Tariff  Commission's  own  motion.  The  report  of  the 
Tariff  Commission  of  the  facts  disclosed  by  its  investigation  with 
respect  to  a  firm  or  group  of  workers  is  to  be  made  at  the  earliest 
practicable  time,  but  not  later  than  60  days  after  the  date  on  which 
it  receives  the  request  of  the  President. 

After  receiving  the  Co  n  nissiori's  report,  the  President  has  a  maxi- 
mum of  30  days  in  which  to  make  his  determination  as  to  whether  the 
firm  or  groap  of  workers  is  eligible  to  apply  for  adjustment  assistance. 
However,  within  this  period  he  does  have  the  authority  to  request 
additional  factual  information  from  the  Tariff  Commission.  The  Com- 
mission is  then  to  furnish  the  additional  information  in  a  supplemental 
report  within  25  days  and  the  President  is  to  make  his  final  determina- 
tion not  later  than  15  days  after  he  receives  such  supplemental  report 
(section  302(c)). 
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The  President  is  required  to  publish  in  the  Federal  Register  a  sum- 
mary of  each  determination  made  with  respect  to  a  petition  for 
adjustment  assistance  filed  by  any  firm  or  group  of  workers. 

For  transitional  purposes,  investigations  relating  to  adjustment 
assistance  under  existing  section  301(c)  in  progress  immediately  before 
the  date  of  enactment  of  H.R.  18970  are  to  be  continued  as  if  the 
investigation  had  been  instituted  under  the  amended  section  301(c) 
and  the  petition  treated  as  filed  as  of  the  date  of  enactment.  Tariff 
Commission  determinations  pending  before  the  President  on  date  of 
enactment  are  also  to  be  subject  to  the  amended  criteria  and  pro- 
cedures. 

If  the  President  makes  an  affirmative  determination  on  a  petition 
for  adjustment  assistance  -with  respect  to  any  firm  or  group  of  workers, 
he  shall  promptly  certify  that  such  firm  or  group  of  workers  is  eligible 
to  apply  for  adjustment  assistance.  This  certification  permits  the  firm 
to  appty  to  the  Secretary  of  Commerce  and  individual  workers  to  apply 
to  the  Secretary  of  Labor  to  seek  the  types  and  amounts  of  adjustment 
assistance  provided  for  in  Chapters  2  and  3  respectively  of  Title  III  of 
the  Trade  Expansion  Act  of  1962.  Certifications  of  groups  of  workers 
specify  the  workers'  firm  or  appropriate  subdivision  and,  under  section 
302(d)  of  the  Trade  Expansion  Act,  the  date  on  which  the  unemploy- 
ment or  underemployment  began  or  threatens  to  begin. 

Section  302(e)  of  the  Trade  Expansion  Act  provides  that  the  Presi- 
dent shall  terminate  the  effect  of  any  certification  of  eligibility  of  a 
group  of  workers  whenever  he  determines  that  separations  from  the 
firm  or  subdivision  thereof  are  no  longer  attributable  to  the  conditions 
specified  in  section  301(c)(2)  or  section  302(b)(2).  Such  termination 
applies  only  with  respect  to  separations  occurring  after  the  termination 
date  specified  by  the  President. 

The  committee  amendment  specifically  authorizes  the  President  to 
delegate  any  of  his  functions  with  regard  to  determinations  and  certifi- 
cations of  eligibility  to  apply  for  adjustment  assistance.  Authority  to 
issue  rules  and  regulations  related  to  these  delegated  functions  is  pro- 
vided for  under  section  401(2)  of  the  Trade  Expansion  Act. 

PRESIDENTIAL  ACTION  WITH  RESPECT  TO  ADJUSTMENT  ASSISTANCE 

(Sec.  312  of  the  bill) 

Under  the  current  law  (Sec.  302(a)),  whenever  the  Tariff  Commis- 
sion reports  to  the  President  a  finding  of  serious  injury  or  threat  thereof 
to  an  industry,  the  President  may  take  any  of  several  courses  of 
action.  He  may  provide:  (a)  tariff  adjustment  on  the  imported 
product  involved  in  the  investigation;  or  (b)  that  the  firms  in  the 
industry  may  request  the  Secretary  of  Commerce  for  certifications 
of  eligibility  to  apply  for  adjustment  assistance;  or  (c)  that  the  workers 
in  the  industry  may  request  the  Secretary  of  Labor  for  certifications 
of  eligibility  to  apply  for  adjustment  assistance;  or  (d)  he  may  take 
any  combination  of  such  actions.  No  order  of  priority  among  these 
various  courses  open  to  the  President  is  established  nor  is  there  a 
requirement  that  the  President  must  take  some  action. 

We  are  persuaded  that  provision  for  adjustment  assistance  should 
not  be  continued  as  a  discretionary  alternative  action  for  the  Presi- 
dent in  place  of  tariff  adjustment  action  where  the  Tariff  Commission 
has  made  an  affirmative  injury  and  remedy  determination  after  an 
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industry  investigation.  The  committee  has  amended  section  302(a)  to 
deal  with  Presidential  actions  after  receiving  a  Tariff  Commission  re- 
port containing  an  affirmative  injury  determination  for  an  industry.  If 
the  President  provides  tariff  adjustment  for  an  industry,  he  may  also 
provide  that  its  firms  or  workers  (or  both)  may  request  the  Secretaries 
of  Commerce  and  Labor,  respectively,  for  certifications  of  eligibility  to 
apply  for  adjustment  assistance.  If  the  President  does  not  provide 
tariff  adjustment  for  the  industry,  he  shall  provide  that  both  firms  and 
workers  may  request  the  respective  Secretaries  for  certifications. 
Notice  must  be  published  in  the  Federal  Register  of  each  such  action 
taken  by  the  President.  As  amended,  section  (302(a))  also  requires  that 
any  request  for  such  a  certification  must  be  made  to  the  Secretary 
concerned  within  the  one-year  period  (or  such  longer  period  as  may  be 
specified  by  the  President)  after  the  date  on  which  the  notice  is 
published. 

There  currently  are,  and  may  be,  outstanding  escape  clause  actions 
with  respect  to  a  few  industries  under  which  the  President  has  acted 
to  authorize  firms  and  workers  to  request  certifications  of  eligibility 
to  apply  for  adjustment  assistance  from  the  Secretary  of  Commerce 
or  the  Secretary  of  Labor.  It  is  the  committee's  intention  that  the 
provisions  of  section  302(b)  as  amended  should  also  apply  to  requests 
from  individual  firms  or  groups  of  workers  in  those  few  industries 
which  may  be  pending  on  date  of  enactment  of  this  bill  or  submitted 
thereafter. 

Under  section  302(a)  a  firm  or  group  of  workers  is  not  automatically 
certified  as  eligible  to  apply  for  adjustment  assistance.  Following 
Presidential  action  upon  request  by  a  firm  in  the  industry  found  to  be 
seriously  injured  or  threatened  with  such  injury,  the  Secretary  of 
Commerce,  in  effect,  must  conclude  whether  the  increased  imports 
found  by  the  Tariff  Commission  to  have  caused  or  threatened  serious 
injury  to  the  industry  as  a  whole  have  also  caused  serious  injury  to  the 
individual  firm  in  question.  Similarly,  upon  request  by  a  group  of 
workers  in  a  firm  in  such  industry,  the  Secretary  of  Labor  must  con- 
clude whether  the  increased  imports  have  caused  or  threatened 
unemployment  or  underemployment  to  a  significant  number  or 
proportion  of  the  workers  of  the  firm  or  an  appropriate  subdivision 
thereof.  In  both  situations,  under  existing  provisions  of  302(b),  the 
increased  imports  must  have  been  the  major  factor  in  causing  or 
threatening  to  cause  injury  ®r  unemployment.  Your  committee  has 
amended  these  provisions  to  conform  to  the  liberalized  criteria  in 
amended  section  301(c). 

This  function  given  to  the  Secretaries  of  Commerce  and  Labor  re- 
flects the  intention  that  adjustment  assistance  is  not  to  be  extended 
to  a  firm  or  group  of  workers  which  has  not  satisfied  the  conditions  of 
eligibility.  Under  this  procedure,  these  firms  and  workers  are  not 
required  to  wait  upon  a  Tariff  Commission  investigation.  It  is  ex- 
pected that  the  Secretaries  of  Commerce  and  Labor  will  continue  to 
make  full  use  of  Tariff  Commission  information  derived  from  its 
investigation  of  the  industry  concerned.  It  is  also  expected,  however, 
that  where  relief  is  warranted  it  will  be  given  as  quickly  and  as  expedi- 
tiously as  is  practicable  and  that  the  Secretaries  of  Commerce  and 
Labor  will  issue  such  rules  and  regulations  that  will  assure  prompt 
and  effective  rehef . 
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The  committee  has  required  with  respect  to  certifications  made 
by  the  Secretary  of  Labor  under  section  302(b)  that  such  certifi- 
cations shall  only  apply  with  respect  to  individuals  who  are  or  who 
have  been  employed  regularly  in  the  firm  involved  within  one  year 
before  the  date  of  the  institution  of  the  Tariff  Commission  inves- 
tigation relating  to  the  industry.  This  refers  to  industry  investigations 
instituted  by  the  Commission  Avhether  by  petition  on  behalf  of  the 
industry  or  by  request,  resolution,  or  motion,  as  the  case  may  be,  as 
provided  in  section  301(b).  It  is  not  intended  that  these  certifications 
be  limited  to  those  individuals  who  are  or  who  have  been  employed  in 
the  firm  involved  within  the  one-year  period  antedating  the  institu- 
tion of  the  Tariff  Commission  investigation.  Individuals  who  became 
or  will  become  unemployed  or  underemployed  (or  threatened  there- 
with) after  the  date  of  the  institution  of  the  investigation  or  after  the 
date  of  the  filing  of  the  request  with  the  Secretary  of  Labor  may  be 
eligible  to  apply  under  the  certification  if  they  are  members  of  the 
group  described  therein. 

Assistance  for  Individual  Workers.  The  committee  concurs  with  the 
House  in  making  several  changes  in  the  adjustment  assistance  program 
for  workers  directed  at  helping  adversely  affected  workers  adjust  to  the 
loss  of  employment  and  reenter  the  labor  force  as  rapidly  and  effi- 
ciently as  possible.  When  the  worker  assistance  provisions  of  the 
Trade  Expansion  Act  were  enacted  in  1962,  the  Congress  recognized 
that  the  adversely  affected  workers  would  frequently  need  retraining 
in  a  new  skill.  Section  326  of  the  Act,  therefore,  now  expressly  provides 
that  workers  are  to  be  afforded,  where  appropriate,  testing,  counseling, 
training,  and  placement  services  available  under  any  Federal  law. 
The  committee  believes  that  upgrading  the  skills  and  educational 
opportunities  of  workers  displaced  by  imports  should  be  encouraged 
by  the  various  agencies  of  Government  having  lesponsibiHty  in  this 
area. 

The  provisions  were  enacted  at  approximately  the  same  time  that 
the  Federal  Government  was  launching  the  first  Manpower  training 
programs  under  the  Manpower  Development  and  Training  Act. 
Since  that  time  it  has  been  demonstrated  that  workers  frequently 
need  other  services  to  prepare  them  effectively  for  full  employment. 
The  Congress  recognized  this  by  providing  that  workers  enrolled  in 
various  Manpower  programs,  such  as  under  the  Manpower  Develop- 
ment and  Training  Act  and  the  Economic  Opportunity  Act,  could  be 
given  what  have  come  to  be  called  ''supportive  services."  (See  Man- 
power Development  and  Training  Act  section  202  (j)  and  (k)  and 
Economic  Opportunity  Act  section  123(a)(6)). 

The  committee's  amendment  adds  to  the  second  sentence  of  section 
326(a)  of  the  Trade  Expansion  Act  the  phrase  ''supportive  and  other 
services."  This  phrase  includes,  to  the  extent  provided  in  Federal 
law,  services  such  as  work  orientation,  basic  education,  communica- 
tion skills,  employment  skills,  minor  health  services,  and  other 
services  which  are  necessary  to  prepare  a  worker  who  is  eligible  for 
assistance  under  the  act  for  full  employment  in  accordance  with 
his  capabilities  and  prospective  employment  opportunities.  It  is  the 
committee's  intention  that  the  minor  health  services  furnished  under 
this  section  be  limited  to  those  which  are  necessary  to  correct  a  condi- 
tion that  would  otherwise  prevent  a  worker  from  being  able  to  accept 
a  training  or  employment  opportunity. 
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We  also  wish  to  make  it  clear  that  the  language  of  section  337 
of  the  existing  Trade  Expansion  Act  authorizing  appropriations 
to  the  Secretary  of  Labor  to  enable  him  to  carry  out  his  functions 
under  the  act  includes  the  authority  to  expend  the  funds  appropriated 
thereunder  for  al]  programs  that  are  provided  to  adversely  affected 
workers  under  the  act,  including  training  and  supportive  services,  and 
that  use  of  the  funds  is  not  limited  to  payment  of  the  financial  allow- 
ances to  the  eligible  workers. 

The  committee  also  considered  the  basic  formula  for  the  level  of 
weekly  trade  readjustment  allowances  as  provided  in  section  323(a) — 
65  percent  of  the  worker's  average  weekly  wage  or  65  percent  of  the 
average  weekly  manufacturing  wage,  whichever  is  less,  reduced  by  50 
percent  of  the  amount  of  his  remuneration  for  services  performed 
during  the  week. 

We  believe  that  this  level  of  benefits  is  now  inadequate  and  has 
increased  it  to  a  basic  formula  level  of  75  percent  of  the  worker's 
average  weekly  wage  or  75  percent  of  the  average  weekly  manu- 
facturing wage,  whichever  is  less,  reduced  by  50  percent  of  the  amount 
of  his  remuneration  for  services  performed  during  the  week.  If  this 
provision  had  been  in  effect  in  the  summer  of  1970,  the  maximum 
payment  would  have  been  $98  per  week. 

This  increase  is  based  on  the  policy  inherent  in  the  Trade  Expansion 
Act  of  1962  that  readjustment  allowances  are  intended  to  do  more  for 
adversely  affected  workers  than  the  compensation  provided  by  un- 
employment insurance.  The  level  of  benefits  available  under  state 
unemployment  insurance  has  increased  appreciably  since  1962,  and 
some  states  now  provide  unemployment  compensation  higher  than  the 
readjustment  allowances  established  in  the  Trade  Expansion  Act  of 
1962.  The  President  has  also  recommended  that  the  States  take 
action  to  assure  that  unemployment  insurance  be  increased  to  a 
maximum  representing  not  less  than  66%  percent  of  the  average 
weekly  wage  in  covered  employment. 

The  increase  in  trade  readjustment  allowances  recommended  by 
the  committee  will  serve  to  maintain  the  general  1962  relationship 
where  such  allowances  were  higher  than  unemployment  compensation. 
We  believe  that  this  relationship  is  appropriate  in  view  of  the 
fact  that  the  finding  that  the  unemployment  was  caused  by  in- 
creased imports  implies  that  a  lower  level  of  imports  would  have 
resulted  in  full  job  maintenance.  Worker  assistance  is,  therefore,  in 
the  nature  of  adjustment  to  conditions  resulting  from  actions  taken 
for  the  benefit  of  the  nation  as  a  whole. 

The  basic  amended  formula  for  the  level  of  trade  readjustment 
allowances  will  apply  for  weeks  of  unemployment  beginning  on  or 
after  the  date  of  enactment  of  the  bill.  The  amended  formula  will 
thus  also  apply  to  workers  who  became  eligible  through  a  certification 
issued  before  enactment  of  H.R.  18970. 

The  committee  has  maintained  the  standards  of  eligibility  of  the 
individual  to  receive  adjustment  assistance  benefits  which  were 
established  in  the  Trade  Expansion  Act  of  1962.  These  standards  are 
stricter  than  those  under  State  law  for  eligibility  for  unemployment 
insurance  or  those  under  the  Manpower  Development  and  Training 
Act.  In  order  to  be  eligible  for  assistance  the  individual  worker  must 
be  a  member  of  the  group  specified  in  the  certification  and  must  have 
been  separated  from  adversely  affected  employment  due  to  lack  of 


266 


work.  That  is,  he  must  have  been  separated  from  a  firm  or  subdivision 
for  which  a  certification  of  worker  ehgibility  has  been  issued.  The 
worker  must  also  have  had  a  substantial  employment  history:  he 
must  have  been  gainfully  employed  (at  weekly  wage  of  $15  or  more) 
for  at  least  half  of  the  weeks  of  the  three  years  preceding  his  separation 
from  adversely  affected  employment  and  in  the  52  weeks  immediately 
preceding  his  separation  he  must  have  had  at  least  26  weeks  of  em- 
ployment in  a  firm  or  firms,  the  workers  of  which  have  been  found 
adversely  affected  by  imports.  The  committee  believes  that  these 
stricter  standards  of  indi\idual  eligibiUty  are  justified  by  the  scale  of 
trade  adjustment  assistance  compared  with  that  available  under  other 
programs. 

Quotas  on  Textiles  and  Footwear 
(Part  B  of  Title  III) 

PartB  of  title  III  provides  temporary  measures  to  restrict  imports 
and  avoid  the  threat  of  serious  injury  to  the  textile  and  footwear 
industries  and  further  deterioration  in  the  domestic  market  for  textiles 
and  apparel  and  nonrubber  footwear. 

This  is  to  be  accomplished  by — 

{a)  The  establishment  of  annual  quotas,  based  on  imports  during 
1967-69,  by  category  and  by  foreign  country  of  production  for  all 
categories  of  textile  articles  and  footwear  articles  which  may  be 
imported  during  each  calendar  year  beginning  after  December  31, 
1970; 

(6)  Authorizing  exemptions  from  such  quotas  when  the  President 
determines  that  exemption  will  not  disrupt  the  domestic  market  or 
that  exemption  is  in  the  national  interest;  and 

(c)  Authorizing  negotiation  of  agreements  with  foreign  countries 
which  would  result  in  the  regulation  of  imports  into  the  United  States 
of  textile  articles  or  footwear  articles  or  both  and  would  supersede 
the  statutory  quotas  for  the  articles  covered  by  the  agreements. 

Within  this  general  framework,  part  B  of  title  III  authorizes  in- 
creased imports  where  the  supply  of  articles  subject  to  limitation  is 
inadequate  to  meet  domestic  demand  at  reasonable  prices;  provides 
for  certain  exclusions  with  respect  to  noncommercial  entries  and  to 
articles  already  subject  to  international  agreement;  and  establishes 
the  applicability  of  the  rulemaking  provisions  of  the  Administrative 
Procedure  Act  to  various  actions  under  part  B  of  title  III  of  the  bill. 
Part  B  of  title  III  terminates  at  the  close  of  July  1,  1976,  unless  ex- 
tended in  whole  or  in  part  by  the  President  folloAving  his  determination 
that  such  extension  is  in  the  national  interest. 

These  provisions  are  designed  to  provide  a  mechanism  for  establish- 
ing a  reasonable  and  effective  limitation  on  U.S.  imports  of  textile 
products  and  of  nonrubber  footwear  products  for  the  broad  purpose 
of  remedying  market  disruption  in  those  cases  in  which  it  now  exists, 
and  of  preventing  the  spread  of  market  disruption  to  other  categories 
of  articles.  It  is  intended  that,  insofar  as  may  be  possible,  the  limita- 
tion of  these  imports  will  be  accomplished  through  the  negotiation  of 
voluntary  agreements  provided  for  under  section  322  and  that  the 
quota  provisions  of  section  321  will  assist  in  the  negotiation  of  such 
agreements  as  well  as  to  provide  protection  for  the  domestic  market 
and  workers  in  cases  where  such  agreements  are  not  concluded. 
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The  quota,  exemption,  and  agreement  provisions  of  part  B  of 
title  III  are  intended  to  assure  that  all  textile  articles  and  all  footwear 
articles,  as  defined,  come  within  the  scope  of  such  provisions  and  may, 
at  any  point  in  time,  be  subject  to  quota  or  agreement  if  they  are  not 
at  such  time  exempted. 

The  committee  in  its  deliberations  of  import  controls  for  textiles 
gave  careful  consideration  to  the  relationship  of  the  thousands  of 
textile  articles  and  the  devastating  effect  which  results  when  one 
textile  article  is  controlled  and  imports  shift  to  one  not  under  re- 
straints. The  committee  firmly  believes  that  the  only  way  to  effectively 
control  textile  imports  by  means  of  negotiated  agreements  is  to  provide 
for  comprehensive  coverage  of  the  textile  articles  described  and  de- 
fined in  part  B  of  Title  III.  We  expect  this  title  to  be  administered 
so  as  to  carry  out  this  basic  and  necessary  concept. 

ANNUAL  QUOTAS 

(Sec.  321  of  the  bill) 

Annual  quotas  are  established  by  statute  on  the  total  quantity  of 
each  category  of  textile  articles  (defined  in  sec.  326),  and  of  footwear 
articles  (defined  in  sec.  326) ,  produced  in  any  foreign  country  which 
may  be  imported  during  1971  and  in  each  subsequent  year.  The  limit 
for  1971  for  each  category  of  articles  produced  in  each  country  is  the 
average  annual  quantity  of  such  articles  from  such  country  which  was 
imported  during  the  years  1967,  1968  and  1969. 

1.  Selection  oj  Base  Level 

Textiles. — The  average  of  imports  from  all  countries  of  the  principal 
textile  articles  not  at  present  subject  to  import  limitation  (or  to  volun- 
tary export  restraint  to  the  United  States),  i.e.,  principally  wool  and 
man-made  fiber  textile  articles,  amounted  to  an  annual  average  of 
1,390  million  square  yards  equivalent  in  the  1967-1969  base  period 
for  man-mades,  and  184.5  million  square  yards  for  wool  textile 
products.  (These  figures  include  tops,  yarns,  fabrics,  apparel,  and 
made-up  and  miscellaneous  textile  products.)  In  1969,  imports  were 
1,782.6  million  square  yards  equivalent  for  man-mades  and  191.1 
million  for  wool  textiles.  As  of  June  1970  imports  are  running  at  an 
annual  and  all  time  record  rate  of  2.4  billion  square  yards  for  man- 
made  fiber  textiles.  However,  wool  textile  imports  are  expected  to 
total  150  million  square  yards. 

At  the  same  time,  cotton  textile  imports,  which  are  subject  to  the 
terms  of  the  Long  Term  Arrangement  Regarding  International  Trade 
in  Cotton  Textiles,  are  continuing  at  a  high  rate.  They  are  expected 
to  again  reach  more  than  1.6  billion  square  yards  in  1970. 

Apparel,  the  most  labor  intensive  sector  of  the  textile-apparel  in- 
dustry is  experiencing  a  continuing  sharp  increase  in  imports.  At 
present  rates,  1970  apparel  imports  will  rise  to  1.6  billion  square  yards 
equivalent,  of  which  more  than  1  billion  yards  will  be  manufactured 
from  man-made  fibers,  500  million  will  be  cotton  apparel  and  50 
million  will  be  wool  apparel. 

These  imports  pose  a  threat  to  the  future  of  a  strong  textile-apparel  / 
''industry"  in  the  United  States  and  its  over  2  million  employees  unless 
import  growth  is  more  closely  brought  into  balance  with  growth  in  the 
domestic  market  and  in  domestic  production. 
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Nonruhher  Footwear. — U.S.  imports  of  footwear  (non-rubber)  have 
also  surged  in  recent  years,  from  a  1961  level  of  40  million  pairs  to  a 
1969  level  of  202  million  pairs.  Each  recent  year  has  seen  a  sharp  and 
substantial  rise  in  these  imports,  from  133  million  pairs  in  1967,  to 
181  million  in  1968  and  to  more  than  200  million  in  1969.  1970  im- 
ports are  expected  to  exceed  260  million  pairs.  At  the  same  time,  U.S. 
production  is  declining  in  a  number  of  key  hues  of  products.  The  de- 
cline of  employment  opportunities  for  American  shoe  workers,  the 
closing  of  shoe  factories,  and  the  serious  damage  done  to  this  industry 
justify  the  legislative  quotas  in  the  committee  amendment. 

Accordingly,  to  relieve  the  market  disruption  and  the  dislocation  to 
firms  and  workers  in  these  industries,  and  to  restore  to  them  the 
possibilities  for  full  and  equitable  participation  in  future  market 
growth,  the  1967-1969  average  annual  level  base  formula  has  been 
adopted  as  the  base  for  the  statutory  quotas. 

2.  Growth  in  Base  Level  Quotas 

The  quantities  provided  for  under  the  base  level  (1967-1969) 
formula  may  be  increased  annually  beginning  January  1,  1972  by  not 
more  than  5  j)ercent  of  the  amount  authorized  for  the  preceding 
calendar  year  if  the  President  determines  that  an  increase  is  con- 
sistent with  the  purposes  of  section  321  (section  321  (b)(1)  and  (b) 
(2) (A)).  Any  percentage  increase  granted  for  a  category  of  articles 
is  to  be  the  same  for  such  category  from  all  countries. 

Section  321  also  provides  (subsection  (b)(2))  that  a  yearly  deter- 
mination be  made  of  the  quotas  which  would  apply  for  each  category 
of  articles  from  each  country  throughout  the  life  of  this  title  III,  part  B, 
notwithstanding  that  such  limitations  may  not,  in  fact,  be  in  effect  as 
a  result  of  the  operation  of  other  provisions  of  this  title  (e.g.  the  exemp- 
tion authority  (sec.  321(d)  or  the  agreements  negotiated  (sec.  322)). 
This  requirement  will  assure  that  a  continuing  reference  point  is 
maintained  enabling  the  comparison  of  statutory  quotas  with  nego- 
tiated agreements  and  with  actual  trade  which  has  been  permitted  to 
occur  as  a  result  of  use  of  the  exemption  authority  by  the  President. 

Section  321(b)(3)  provides  that  when  a  quota  under  this  sec- 
tion begins  or  resumes  after  a  period  in  which  the  article  produced 
in  a  foreign  country  was  exempted  from  quota  as  a  result  of  a  Presi- 
dential decision,  or  an  agreement  under  section  322,  and  the  President 
determines  that  imports  of  such  article  from  such  country  during  the 
1967-69  period  were  insignificant,  a  more  recent  base  period  shall  be 
used  with  respect  to  such  article  from  such  country  if  he  finds  that  use 
of  such  more  recent  base  period  is  consistent  with  the  purpose  of  this 
section.  In  that  event,  the  quota  for  such  articles  shall  be  an  amount 
equal  to  the  average  annual  imports  of  such  article  from  such  country 
during  the  three  calendar  years  preceding  the  year  in  which  the  quota 
goes  into  effect.  Under  this  provision  the  President  will  have  flexi- 
bility in  a  case  in  which  a  given  country's  base  period  trade  (i.e., 
U.S.  imports  from  that  country  in  the  1967-1969  period)  was  insig- 
nificant and  the  article  has  been  the  subject  of  an  exemption  by  the 
President  under  section  321(d)  or  was  exempted  under  an  agreement 
provided  for  in  section  322  or  324(b). 

Section  321(c)  further  provides  for  the  spacing  of  allowable  annual 
quotas  over  the  course  of  a  calendar  year  as  appropriate  to  carry 
out  the  purposes  of  section  321.  Such  spacing,  taking  seasonal  factors 
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in  trade  and  production  into  account,  would  enable  the  President  to 
avoid  a  heavy  influx  of  quota  goods  in  a  short  period  of  time  at  the 
beginning  of  a  year,  an  influx  which  could  disrupt  the  domestic 
market  under  some  circumstances.  Also,  by  requiring  a  re-opening  of 
a  divided  annual  quota,  importers  of  smaller  volumes  of  articles 
would  be  given  several  opportunities  to  participate  in  the  entry  of 
available  quota  articles.  Section  321(c)(2)  provides  for  the  pro-rata 
adjustment  of  any  annual  quota  which  comes  into  effect  after  the 
beginning  of  a  calendar  year  as  the  result  of  the  termination  of  an 
exemption  or  other  actions  authorized  by  part  B  of  title  III.  At  such 
time,  in  addition  to  the  amounts  actually  entered  during  the  calendar 
year  up  to  the  date  the  quota  resumes,  an  additional  quantity  equal 
to  the  statutory  quota  adjusted  pro  rata  according  the  number  of  full 
months  remaining  in  the  calendar  year  after  the  date  of  such  quota 
resumption  is  authorized  to  be  imported. 

EXEMPTION  OF  ARTICLES  FROM  QUOTAS 

(Sec.  321  of  the  bill) 

The  bill  provides  three  mechanisms  through  which  textile  or  foot- 
wear articles  may  be  exempted  from  the  quotas  imposed  under  sub- 
sections 321  (a),  (b),  and  (c),  in  the  absence  of  an  international  agree- 
ment concluded  under  section  322  (or  the  arrangement  or  agreement 
referred  to  in  subsection  324(b)). 

1.  Non-Disruptive  Imports 

The  President  is  authorized  by  section  321(d)(1)  to  exempt  articles 
produced  in  any  foreign  country  if  he  determines  that  imports  of 
such  article  produced  in  such  country  are  not  contributing  to,  causing, 
or  threatening  to  cause  market  disruption  in  the  United  States.  These 
exemptions,  which  may  be  made  for  an  initial  one  year  period,  and 
which  may  be  extended  for  additional  periods  not  to  exceed  one  year 
each,  and  may  be  terminated  by  the  President  at  any  time  upon  his 
finding  that  the  article  in  question  is  contributing  to,  causing,  or 
threatening  to  cause  market  disruption  in  the  United  States. 

In  making  the  determinations  under  section  321  (d)  (1)  and  in  making 
similar  determinations  under  other  provisions  of  part  B  of  title  III, 
the  President  should  consider  market  conditions  in  the  United  States 
for  articles  similar  to  the  imported  articles  in  question,  taking  particu- 
lar account  of  the  relevant  market  disruption  standards  set  forth  in 
Annex  C  of  the  Long  Term  Arrangement  Regarding  International 
Trade  in  Cotton  Textiles  (the  arrangement  referred  to  in  section 
204(b)).  These  market  disruption  standards  are  as  follows:  ''these 
situations  (market  disruption)  generally  contain  the  following  elements 
in  combination: 

(i)  a  sharp  and  substantial  increase  or  potential  increase  of 
imports  of  particular  products  from  particular  sources; 

(ii)  these  products  are  offered  at  prices  which  are  substantially 
below  those  prevaiUng  for  similar  goods  of  comparable  quality  in 
the  market  of  the  importing  country; 

(iii)  there  is  serious  damage  to  domestic  producers  or  threat 
thereof;  .  . 

In  applying  market  standards  under  part  B  of  title  III,  the  President 
would  be  expected  to  consider  factors  affecting  the  level  of  employ- 
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ment,  in  the  domestic  industry,  including  the  number  of  hours  worked 
per  week. 

In  many  instances  it  is  the  cumulative  effect  on  the  market  of 
articles  produced  in  a  number  of  countries  which  causes  market  dis- 
ruption, although  the  committee  recognizes  that  in  some  cases  the 
market  for  a  particular  article  may  be  disrupted  by  imports  from  one 
country  alone. 

The  committee  understands  that  disruptive  conditions  in  the 
market  for  any  product  cannot  in  all  cases  be  precisely  measured. 
Thus,  while  the  above  quoted  conditions  are  generally  found  in  a  cir- 
cumstance of  market  disruption,  it  is  not  always  the  case  and  in  other 
situations  different  elements  may  be  considered  in  determining  the 
state  of  the  domestic  market  for  the  articles  concerned. 

The  term  ''articles"  in  this  provision  can  be  as  narrowly  defined  as 
the  President  deems  necessary  and  is  not  meant  to  be  restricted  to 
the  ''category"  of  articles  as  described  in  the  Tariff  Schedules  of  the 
United  States.  This  would  enable  the  President  to  exclude  individual 
"articles"  within  "categories"  of  articles  from  the  quota  provisions  if 
he  found  that  they  were  not  disrupting  the  domestic  market. 

It  was  brought  to  the  committee's  attention  that  certain  articles  of 
athletic  footwear  imports  are  selected  by  athletes  because  they  feel 
that  the  design  of  the  shoes,  including  a  close  fit  and  light  weight, 
are  particularly  suited  to  their  needs  as  a  professional  or  amateur 
performer.  The  shoe  is  selected  by  the  athlete  for  its  suitability  for 
the  particular  athletic  event  involved,  and  the  price  is  generally  higher 
than  that  charged  for  domestically  produced  athletic  shoes  of  the  same 
type.  It  is  expected  that  the  President  would  exercise  his  authority  in 
this  kind  of  a  situation. 

2.  The  National  Interest 

Part  B  of  title  III  also  provides  that  the  President  may  exempt 
articles  from  the  quotas  when  he  determines  that  such  action  would 
be  "in  the  national  interest"  (Sec.  321(d)(2)). 

The  committee  intends  that  the  President  have  freedom  in  this 
regard  and  understands  that  he  is  not  expected  to  indicate  what  par- 
ticular reasons  may  have  motivated  his  determination  to  act  on  the 
basis  of  the  national  interest  criteria. 

3.  Supply  at  Reasonable  Prices 

The  President  is  also  authorized  to  provide  for  additional  imports 
in  excess  of  established  quotas  or  in  adrlHiou  to  iho  limitations 
provided  in  agreements  whenever  he  finds  that  the  total  supply  from 
domestic  and  foreign  sources,  of  textile  articles  or  footwear  articles 
similar  to  those  subject  to  limitations  under  such  quotas  or  agree- 
ments will  be  inadequate  to  meet  demands  at  reasonable  prices.  This 
standard  is  set  forth  in  Section  323. 

The  committee  beheves  that  in  view  of  the  broad  flexibihty  afforded 
the  President  to  exclude  individual  articles  from  the  quota  provisions, 
specific  legislative  exemptions  were  unwarranted.  Consequently,  the 
committee  deleted  a  provision  in  the  House  version  of  the  Trade  Act 
of  1970  which  would  have  exempted  from  the  quota  provisions  on 
textile  articles  certain  woven  fabrics  for  use  only  in  the  manufacture 
of  neckties. 
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NEGOTIATION  OF  AGREEMENTS 

(Sec.  322  of  the  bill) 

Section  322  provides  an  alternative  to  the  statutory  quota  provision 
of  section  321.  It  authorizes  the  negotiation  of  voluntary  agreements 
with  the  countries  exporting  textile  articles,  footwear  articles,  or  both. 
These  agreements  would  provide  for  the  quantitative  limitation  by 
category  of  the  textile  articles  and/or  the  footwear  articles  which  these 
countries  may  export  to  the  United  States  during  each  year  of  the 
agreement.  Such  agreements  may  be  administered  on  the  base  of 
either  import  controls  by  the  United  States  or  export  controls  by  the 
country  concerned  or  a  combination  thereof.  Whenever  such  agree- 
ments are  in  effect,  the  articles  which  are  included  under  them  are 
exempted  from  the  quota  provision  of  section  321.  Both  multilateral 
agreements  and  bilateral  agreements  and  arrangements  are  provided 
for  under  section  322  and  the  President  is  authorized  to  issue  regula- 
tions necessary  to  carry  out  such  agreements. 

Section  322(b)  authorizes  the  President  to  issue  regulations  limiting 
the  quantity  of  articles  which  may  be  imported  from  countries  not 
participating  in  a  multilateral  agreement  whenever  such  an  agreement 
is  in  effect  among  countries,  including  the  United  States,  accounting 
for  a  significant  part  of  world  trade  in  the  article  concerned,  and  such 
agreement  contemplates  the  establishment  of  limitations  on  trade  in 
such  articles  which  are  produced  in  countries  which  are  not  participat- 
ing in  such  agreement.  It  is  intended  in  this  context  that  a  ''significant 
part  of  world  trade"  would  be  in  excess  of  50  percent  of  such  world 
trade  in  the  article  concerned.  The  regulations  issued  by  the  President 
under  section  322(b)  may  not  provide  for  lesser  quantities  from  such 
countries  than  would  be  applicable  if  the  quota  provision  of  section 
321  applied  to  such  articles. 

A  multilateral  agreement  or  arrangement  covering  wool  and/or  man- 
made  fiber  textile  products  or  footwear  products  could  be  implemented 
under  this  section  with  respect  to  imports  from  countries  which  did 
not  participate  in  such  an  arrangement.  The  authority  provided  in 
section  322(b)  is  patterned  after  that  provided  under  section  204  of 
the  Agricultural  Act  of  1956,  as  amended  in  1962.  Any  agreement, 
whether  bilateral  or  multilateral,  would  be  concluded  under  the 
authority  of  section  322(a) ;  section  322(b)  authorizes  only  the  issuance 
of  regulations  governing  imports  from  countries  not  participating  in 
multilateral  agreements.  Section  322(a)  authorizes  the  issuance  of 
regulations  covering  imports  of  articles  from  countries  participating 
in  bilateral  or  multilateral  agreements  concluded  thereunder. 

In  determining  which  articles  are  exempted  from  quotas  as  a  result 
of  the  conclusion  of  an  agreement  under  section  322,  any  article  falling 
under  the  purview  of  such  agreement,  whether  or  not  a  specific  ceiling 
or  limitation  has  been  established  for  such  article  in  that  agreement, 
is  to  be  exempted  from  the  quota  provision  provided  that  under  the 
agreement  a  mechanism  is  established  whereby  the  entry  of  such 
article  into  the  United  States  can  be  limited.  This  applies  with  respect 
to  multilateral  as  well  as  bilateral  agreements  or  arrangements.  In 
many  U.S.  bilateral  agreements  on  cotton  textiles,  some  articles  are 
subject  to  specific  limitation  while  others  are  subject  to  consultation 
provisions.  These  latter  articles  (in  a  similarly  structured  agreement 
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pursuant  to  which  hmitation  can  be  estabhshed)  could  be  exempted 
from  section  321  quotas. 

Section  322(a)  refers  to  agreements  ''regulating  by  category  the 
quantities  of  *  *  *  articles  *  *  *  which  n.ay  be  exported  to  the  United 
States  or  entered.  *  *  *"  Thus,  the  basic  thrust  of  the  agreement 
must  be  to  provide  for  a  limitation  of  quantities  of  goods  entering 
the  domestic  market,  recognizing,  however,  that  not  all  categories 
of  goods  from  all  countries  are  causing  or  threatening  disruption  of 
the  domestic  market,  and  recognizing  that  the  pattern  of  such  disrup- 
tive trade  changes.  In  the  case  of  a  multilateral  agreement  imple- 
mented under  section  322(b),  the  regulation  of  imports  will  also  apply 
to  articles  from  countries  which  are  not  party  to  such  an  agreement 
when  the  agreement  provides  a  basis  upon  which  imports  of  such 
articles  from  such  countries  can  be  controlled. 

The  amendment  provides  that  negotiated  agreements  with  foreign 
countries  will  supersede  the  quotas  that  otherwise  would  be  imposed. 
The  existing  multilateral  cotton  textile  agreement  is  specifically  given 
this  same  treatment  by  the  exclusion  of  articles  subject  to  it  for  such 
time  as  the  United  States  remains  a  party  to  that  agreement. 
_  The  committee  recognizes  that  substantial  administrative  discre- 
tion is  required  in  order  to  make  possible  a  negotiation  of  voluntary 
agreements  among  a  number  of  supplying  countries.  For  that  reason, 
the  bill  does  not  establish  any  limitation  on  the  quantities  of  articles 
that  may  be  exempted  from  quotas  by  reason  of  their  inclusion  in  a 
bilateral  or  multilateral  agreement.  The  direction  to  the  President 
in  this  respect  is  contained  in  Section  322  which  requires  that  in 
negotiation  of  agreements,  the  President  take  into  account  conditions 
in  the  U.S.  market,  the  need  to  avoid  disruption  of  that  market,  and 
such  other  factors  as  he  deems  appropriate  in  the  national  interest. 

ADMINISTRATIVE  PROVISIONS 

(Sec.  325  of  the  bill) 

Section  325  provides  generally  for  the  administration  of  part  B  of 
title  III.  It  incorporates  by  reference  the  rulemaking  provisions  of  the 
Administrative  Procedure  Act  (which  has  been  codified  in  title  5  of  the 
United  States  Code)  with  respect  to  all  actions  taken  under  certain 
specified  provisions.  Actions  brought  under  these  rulemaking  pro- 
cedures concern  increases  in  the  quotas,  use  of  the  more  recent  base 
quotas  for  countries  whose  exports  were  insignificant  during  the  1967- 
1969  base,  exemptions  and  terminations  of  exempt'ons  on  the  grounds 
of  market  disruption  or  the  lack  thereof  in  accordance  with  section 
321(d)(1),  the  issuance  of  regulations  affecting  trade  of  non-participat- 
ing countries  (sec.  322(b)),  and  increases  in  imports  authorized  under 
section  323.  Also  subject  to  such  rulemaking  provisions  are  the  issu- 
ance of  regulations  by  the  Secretary  of  Commerce,  ^\dth  respect  to  the 
exclusion  of  certain  non-commercial  articles,  the  issuance  of  deter- 
minations by  the  Secretary  of  Commerce  that  certain  articles  should  be 
included  in  the  definition  of  textile  articles  under  section  326  not- 
withstanding that  they  have  been  classified  elsewhere  in  the  Tariff 
Schedules,  and  the  determination  by  the  Secretary  of  Commerce  of 
the  category  systems  for  textile  articles  or  footwear  articles  to  be 
established  for  the  purpose  of  the  administration  of  part  B  of  title  III. 
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Application  of  the  rulemaking  procedures  to  these  actions  is  intended  to 
provide  assurance  of  opportunity  for  public  comment  and  notice  of 
actions  intended  to  be  taken  as  well  as  of  those  which  have  been 
taken,  and  to  provide  for  public  hearings  where  that  is  deemed  appro- 
priate under  the  circumstances  in  accordance  with  that  act  (sub- 
chapter II  of  chapter  5  of  title  5  U.S.C.)- 

In  addition,  the  bill  requires  that  all  quantitative  limitations 
established  under  part  B  of  title  III  whether  by  statute  or  by  agree- 
ment, all  exemptions  and  terminations  of  exemptions,  and  all  regula- 
tions issued  to  carry  out  title  III  be  published  in  the  Federal  Register. 
Furthermore,  to  assure  an  additional  comprehensive  source  of  infor- 
mation regarding  the  state  of  quota  limitations,  exemptions,  and 
limitations  established  under  agreements,  all  of  such  information  is  to 
be  included  on  a  continuing  basis  as  a  part  of  the  appendix  to  the  Tariff 
Schedules  of  the  United  States.  This  publication  will  also  include 
actions  taken  pursuant  to  the  Long  Term  Cotton  Textile  Arrangement. 

The  committee  believes  that  the  use  of  these  rulemaking  and  notice 
procedures  will  provide  a  sound  basis  for  the  development  of  an 
effective  public  information  program  regarding  the  operation  of  this 
part  B  of  title  III.  The  committee  expects  that  public  hearings  will  be 
held  in  connection  with  the  establishment  of  the  administrative 
machinery  for  the  quota  provisions  of  part  B  of  title  III. 

With  respect  to  the  appropriate  administration  of  quotas  on  textiles 
and  footwear  products,  the  committee  concurred  \vith  the  House  that 
the  President  should  be  given  full  flexibility  and  latitude  to  develop 
regulations  providing  for  efficient  and  fair  administration  of  the  quotas. 
The  committee  expects  that  the  President  will,  consistent  with  efficient 
administration  and  to  the  extent  practical,  use  this  authority  to  provide 
for  administration  of  these  provisions  to  insure  against  inequitable 
sharing  of  imports  by  a  relatively  small  number  of  the  larger  importers. 
Additionally,  if  on  the  basis  of  the  experience  with  administering  these 
provisions,  it  is  determined  that  additional  legislative  authority  is 
required  to  provide  for  an  efficient  and  fair  administration,  it  is  ex- 
pected that  legislative  recommendations  will  be  promptly  made  to  the 
Congress. 

EXCLUSIONS 

Section  324  excludes  from  the  import  restrictions  established  in 
part  B  of  title  III  certain  articles  which  would  be  covered  by  the  defini- 
tions but  which  are  imported  under  circumstances  which  the  committee 
believes  should  not  be  subject  to  quota  limitations.  The  provisions 
referred  to  in  section  324(a)  relate  to  such  circumstances  as  the  im- 
portation of  personal  belongings  of  persons  who  have  lived  overseas, 
articles  brought  back  to  the  United  States  by  returning  tourists,  and 
similar  situations. 

The  Secretary  of  Commerce  is  authorized  to  issue  regulations  pre- 
scribing the  circumstances  under  which  articles  imported  in  non- 
commercial quantities  for  noncommercial  purposes  may  be  entered 
free  of  quota  restrictions  (sec.  324(a)).  In  this  regard  care  shall  be 
taken  not  to  exclude  from  the  quotas  samples  shipments  of  which 
are  in  the  nature  of  commercial  sales.  The  committee  intends  that 
such  regulations  may  provide  for  quota  free  imports  of  samples 
which  are  not  for  sale  or  for  use  other  than  as  samples,  and  of  other 
articles  imported  in  very  small  quantities  for  personal  use.  Section 
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324(b)  excludes  from  Part  B  of  title  III  all  articles  subject  to  the  Long 
Term  Cotton  Textiles  Arrangement  so  long  as  the  United  States  is  a 
party  thereto.  In  addition,  certain  cordage  which  is  subject  to  a 
quantitative  limitation  in  the  bilateral  agreement  \vith  the  Philippines 
(the  Laurel-Langley  Agreement)  is  exempted  for  such  time  as  that 
agreement  remains  in  effect. 

Section  324(c)  provides  that  section  22  of  the  Agricultural  Adjust- 
ment Act,  as  amended,  is  not  affected  by  part  B  of  title  III. 

DEFINITIONS 

(Sec.  326  of  the  bill) 

Section  326  of  the  bill  defines  the  terms  ''textile  article"  and  ''foot- 
wear article"  by  reference  to  the  applicable  provisions  of  the  TSUS. 

Except  as  indicated  below,  the  term  "textile  article"  is  limited  to 
any  article  classified  in  schedule  3  of  the  TSUS,  if  such  article  is 
wholly  or  in  part  of  cotton,  wool  or  other  animal  hair,  human  hair, 
man-made  fiber,  or  any  combination  or  blend  thereof,  or  cordage  of 
hard  (leaf)  fibers.  Specifically  excepted  from  the  term,  are:  raw  cotton, 
cotton  wastes  and  advanced  wastes,  and  cotton  processed  but  not 
spun;  raw  wool  or  hair,  wastes  and  advanced  wastes  of  wool  or  hair; 
wastes  and  advanced  wastes  of  man-made  fiber;  and  scrap  cordage  and 
rags.  In  addition  to  articles  classified  under  schedule  3,  the  term  in- 
cludes certain  headwear  and  gloves  provided  for  in  schedule  7,  parts 
IB  and  IC  of  the  TSUS,  if  wholly  or  in  substantial  part  of  cotton,  wool, 
or  man-made  fiber. 

In  addition,  the  Secretary  of  Commerce  is  authorized  to  control 
under  part  B  of  title  III  of  the  bill  an  article  which  would  have  been 
classified  under  one  of  the  provisions  of  the  Tariff  Schedules  referred 
to  in  section  326(1)  but  for  the  inclusion  of  some  substance  or  because 
of  processing  which  caused  it  to  be  classified  elsewhere,  in  a  provision 
of  the  Tariff  Schedules  designed  to  embrace  nontextile  articles.  The 
committee  intends  that  this  provision  be  used  to  prevent  or  remedy 
the  abuse  of  the  quotas  or  agreements  by  avoidance  practices  which, 
because  of  the  requirements  of  Customs  laws  and  interpretations, 
result  in  the  article  being  classified  as  other  than  a  textile  article 
even  though  it  is  fundamentally  a  textile  article  in  use,  purpose  and 
design.  The  committee  understands  that  a  possible  current  example 
of  such  avoidance  involves  the  inclusion  of  a  small  quantity  of  asbestos 
fiber  in  a  fabric  made  in  chief  weight  of  reused  or  reprocessed  wool. 
It  is  claimed  by  importers  that  this  wool  should  be  classified  as  an 
article  in  chief  value  of  asbestos  under  item  518.21  of  the  Tariff 
Schedules.  Such  a  classification,  if  sustained,  would  remove  the 
article  from  the  specified  coverage  of  part  B  of  title  III  as  defined  in 
section  321.  In  such  a  situation,  if  the  Secretary  of  Commerce  deter- 
mined that  the  article  is,  in  a  practical  commercial  sense,  a  wool 
textile  fabric  used  interchangeably  Avith  articles  classified  as  such  by 
the  Bureau  of  Customs,  he  could  control  the  article  under  part  B  of 
title  III.  Prior  to  making  this  determination,  the  Secretary  must 
receive  the  advice  of  the  Secretary  of  the  Treasury  with  regard  to 
such  classification. 

Any  article  included  in  the  definition,  "textile  article"  which  is 
admitted  under  item  807.00  of  the  Tariff  Schedules  or  under  the 
appendix  to  the  Tariff  Schedules  is  also  included.  Thus,  an  article 
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which,  if  wholly  manufactured  in  a  foreign  country  of  foreign  materials 
would  be  under  quota,  but  which  has  been  manufactured  or  assembled 
in  part  of  American  fabricated  components  and  which  is  admitted 
under  item  807.00  is  covered  by  part  B  of  title  III.  The  committee 
understands  that  cotton  textile  articles  entered  under  item  807.00  are 
currently  subject  to  the  LTA  and  to  U.S.  bilateral  agreements 
thereunder. 

The  term  category  is  defined  as  a  group  of  textile  articles  or  of 
footwear  articles  as  defined  by  the  Secretary  of  Commerce  using  the 
applicable  5-  and  7-digit  item  numbers  of  the  Tariff  Schedules  of  the 
United  States,  Annotated.  The  committee  understands  that  with 
respect  to  textile  articles,  a  category  system  is  in  use  at  the  present 
time  as  the  basis  for  the  compilation  of  textile  trade  statistics  by  the 
Department  of  Commerce.  The  committee  understands  that  this  sys- 
tem will  be  proposed  for  public  comment  and  that  various  changes  in 
it  may  be  developed  as  a  result  thereof.  It  is  recognized  that  the 
development  of  such  a  category  system  can  affect  trade  levels  provided 
for  in  this  title  and  it  is  intended  by  the  committee  that  any  changes 
in  such  a  system  will  be  carefully  considered  and  that  the  public  will 
have  an  opportunity  to  comment  on  them  prior  to  their  adoption. 
Under  this  definition,  the  Secretary  of  Commerce  may  revise  the 
category  system  adopted  initially  for  purposes  of  part  B  of  title  III. 
The  committee  intends,  however,  that  such  revisions  should  be  made 
as  infrequently  as  practicable  in  light  of  trade  conditions,  recognizing 
the  value  of  a  continuing  and  consistent  system.  The  committee  notes 
that  the  category  system  used  by  the  United  States  in  its  implementa- 
tion of  the  Long  Term  Cotton  Textile  Arrangement  has  been  revised 
only  once  since  its  original  promulgation  in  1961. 

The  term  '^produced"  is  defined  to  mean  produced  or  manufac- 
tured, and  as  such  incorporates  the  standard  used  in  determining  the 
country  of  origin  of  an  imported  article  for  U.S.  customs  purposes. 
Thus,  in  setting  base  levels,  exemptions,  or  other  controls  ''by  coun- 
try," part  B  of  title  III  relies  on  the  existing  U.S.  customs  determina- 
tions of  country  of  origin  of  the  articles  in  question. 

TERMINATION 

(Sec.  331  of  the  bill) 

Subpart  2  of  part  B  provides  that  the  title  will  expire  at  the  close 
of  July  1,  1976,  unless  the  President  extends  it  in  whole  or  in  part 
prior  to  such  time. 

The  President  is  authorized  to  make  such  an  extension  for  additional 
periods  not  to  exceed  more  than  5  years  at  any  one  time  if  he  deter- 
mines that  such  extension  is  in  the  national  interest.  In  making  such 
determination,  the  President  shall  seek  the  advice  of  the  Tariff  Com- 
mission and  of  the  Secretary  of  Commerce  and  the  Secretary  of  Labor 
in  addition  to  such  other  advice  as  he  may  wish  to  seek.  The  President 
is  required  to  report  to  the  Congress  with  respect  to  any  action  taken 
by  him  under  this  provision.  Section  331(d)  provides  that  arrange- 
ments of  agreements  included  prior  to  the  termination  of  part  B  of 
title  III  shall  remain  in  effect  beyond  such  termination  date  if  their 
terms  so  provide,  and  that  any  regulations  issued  under  section  322  in 
connection  with  such  agreements  would  similarly  remain  in  effect. 
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D.  ANTIDUMPING  AND  COUNTERVAILING  DUTY  PROVISIONS 

(Subpart  1  of  Part  C  of  Title  III) 
Antidumping  Procedures 
(Sec.  341  of  the  bill) 

Section  341  of  the  bill  would  amend  procedures  under  the  Anti- 
dumping Act  to  require  the  Secretary  of  the  Treasury  to  decide, 
within  four  months  after  a  question  of  dumping  is  properly  raised  by 
or  presented  to  him,  whether  withholding  of  appraisement  of  affected 
merchandise  should  be  ordered.  In  exceptional  circumstances  the 
Secretary  may  have  an  additional  period  of  90  days  if  he  publishes 
the  reasons  for  this  extra  time  within  60  days  after  receiving  a  com- 
plaint. It  is  intended  that  this  ''extra"  time  would  be  used  by  the 
Secretary  only  in  extraordinary  circumstances  in  which  the  case  is  so 
complex  that  it  would  be  impossible  to  make  a  reasonable  determina- 
tion within  only  4  months.  The  significance  of  withholding  of  ap- 
praisement is  that,  if  there  is  later  a  finding  of  dumping,  the  assessment 
of  dumping  duties  is  effective  as  of  the  date  of  withholding.  If  the 
Secretary's  decision  is  affirmative,  it  will  be  published  in  the  Federal 
Register  and  the  withholding  of  appraisement  made  effective  to 
affected  merchandise  entered,  or  withdrawn  from  warehouse,  for 
consumption  on  or  after  the  date  of  publication  of  that  notice  in  the 
Federal  Register. 

If  the  Secretary's  decision  is  negative,  it  too  will  be  published  in 
the  Federal  Register.  A  negative  decision  in  this  respect  will  be 
accomplished  by  a  tentative  determination  that  the  merchandise 
is  not  being  or  likely  to  be  sold  below  its  fair  value.  The  bill  provides 
that,  within  a  period  of  up  to  three  months  after  the  tentative  negative 
determination  is  published,  the  Treasury  Department  may  order  the 
withholding  of  appraisement  if  it  has  reason  to  believe  or  suspect  that 
sales  below  fair  value  are  taking  place.  Alternatively,  the  Treasury 
Department  will  publish  a  final  negative  determination  of  sales  at  less 
than  fair  value.  Under  the  Treasury's  present  practice  and  that  con- 
templated in  the  future,  interested  persons  are  given  an  opportunity 
to  request  an  informal  hearing  on  the  merits  of  a  withholding  of 
appraisement  or  a  tentative  negative  determination. 

The  committee  is  informed  that  the  Treasury  regulations  will  be 
amended  to  provide  that  the  Commissioner  of  Customs  will  decide, 
within  30  days  after  the  information  is  first  received,  whether  or  not 
a  formal  investigation  regarding  alleged  dumping  should  be  opened. 
If  he  decides  that  a  formal  investigation  should  be  opened,  he  will 
publish  a  notice  to  that  effect  in  the  Federal  Register.  The  date  of 
publication  will  constitute  the  date  on  which  the  question  of  dumping 
is  raised  or  presented  and  trigger  the  commencement  of  the  four- 
month  period  within  which  the  Secretary  must  decide  in  the  first 
instance  whether  or  not  to  order  the  withholding  of  appraisement. 

The  foregoing  changes  will  impose  specific  time  limitations  on  the 
Treasury  Department  within  which  it  must  make  a  decision  regarding 
sales  below  fair  value.  This  is  in  sharp  contrast  with  present  procedures 
where  such  decisions  sometimes  take  two  years  or  even  longer. 

The  committee  recognizes  that  substantial  Customs  manpower 
will  be  needed  to  carry  out  the  provisions  of  the  committee's  amend- 
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ments.  Present  preliminary  estimates  by  Treasury  call  for  about  40 
more  expert  technicians,  plus  additional  supporting  personnel  and 
the  funding  required  for  necessary  office  space,  equipment,  allowances 
for  foreign  and  domestic  travel  and  similar  incidental  administrative 
expenses.  Moreover,  extensive  planning  will  be  necessary  to  permit  an 
orderly  implementation  of  these  amendments.  For  these  reasons,  your 
committee  has  determined  that  the  amendments  made  by  section 
341(a)  should  not  be  effective  until  180  days  after  the  date  of  enact- 
ment of  the  bill. 

The  committee  feels  that  these  new  abbreviated  procedures  are 
essential  to  effectively  protect  American  industry  from  dumping. 
Under  the  current  Treasury  procedures  which  make  possible  long, 
drawn-out  dumping  investigations,  the  affected  U.S.  industry  may 
be  irreparably  damaged  before  the  dumping  is  halted.  The  committee, 
therefore,  considers  it  imperative  that  the  time  taken  by  the  Treasury 
in  connection  with  its  antidumping  investigations  be  rednced. 

At  the  same  time  the  committee  considers  it  important  that  pro- 
cedures not  be  abbreviated  to  such  a  degree  that  would  prevent  the 
Treasury  Department  from  reaching  a  sound  and  well-based  decision. 
Deadlines  for  furnishing  information,  and  rebutting  information 
furnished,  whether  by  American  producers,  foreign  manufacturers 
01  American  importers  will  in  many  instances  create  hardships,  but 
nevertheless  will  have  to  be  adhered  to  strictly.  If  the  Treasury  fails 
to  receive  requested  information  within  the  prescribed  time  limits, 
it  will  be  compelled  to  act  on  the  basis  of  the  best  information  avail- 
able to  it.  The  committee  recognizes  this  as  a  price  that  will  have  to 
be  paid  for  the  changes  in  antidumping  investigation  procedures 
called  for  in  the  present  bill.  It  is  the  opinion  of  the  committee  that 
the  abbreviated  procedures  provided  for  in  the  bill  represent,  a 
reasonable  compromise  of  the  interests  involved. 

Section  341(b)  would  adopt  in  the  law  the  substance  of  the 
existing  Treasury  Department  practice,  as  reflected  in  section  153.3(b) 
of  the  Treasury  regulations  (19  CFR  153.5(b)),  under  which  de- 
cisions regarding  dumping  are  made  with  respect  to  merchandise 
from  State-controlled  economy  countries.  From  time  to  time,  a  case 
arises  in  which  the  information  indicates  that  the  economy  of  the 
country,  from  which  the  merchandise  is  exported,  is  controlled  to  an 
extent  that  determinations  cannot  be  made  in  accordance  with  the 
usual  technical  rules.  The  amendment  would  confirm  the  Treasury 
practice  under  which  the  Secretary  makes  the  necessary  dumping 
determinations  with  respect  to  State-controlled  economy  countries 
based  on  prices  at  which  such  or  similar  merchandise  of  a  non-State- 
controlled  economy  country  is  sold  either  for  consumption  in  its  home 
market  or  to  other  countries,  or  based  on  the  constructed  value  of  such 
or  similar  merchandise  in  a  non-State-controlled  economy  country. 

The  committee  also  amended  section  210  of  the  Antidumping  Act 
to  provide  domestic  producers  with  the  same  rights  to  judicial  review 
in  the  Customs  Courts  that  are  afforded  to  importers  under  existing 
law. 

Importers  involved  in  antidumping  proceedings  have  the  right 
under  section  210  to  judicial  review,  m  the  Customs  Court  and  the 
Court  of  Customs  and  Patent  Appeals,  of  both  dumping  determina- 
tions by  the  Treasury  Department  and  injury  determinations  by  the 
Tariff  Commission.  This  right  of  review  has  been  frequently  used  by 
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importers,  and  in  fact  the  Customs  Courts  have  accepted  jurisdiction 
in  a  number  of  cases  for  review  of  Treasury  Department  and  Tarijff 
Commission  anti dumping  determinations. 

On  the  other  hand,  the  domestic  industries  involved  in  antidumping 
cases  do  not  have  such  a  clear  right  to  judicial  re^dew  in  the  Customs 
Courts.  The  law  appears  to  limit  such  review  to  importers.  Further, 
the  Federal  Courts  have  concluded  that  they  lack  jurisdiction  to  review 
an  antidumping  determination  by  the  Secretary  of  Treasury.  North 
American  Cement  Corp.  v.  Anderson^  284  F.2d  591  (D.C.  Cir.  1960). 

In  hearings  on  the  International  Antidumping  Code  before  the  Sen- 
ate Finance  Committee  in  June  1968,  the  General  Counsel  of  the 
Treasurv  Department  and  the  General  Counsel  of  the  Office  of  the 
Special  Trade  Representative  suggested  that  judicial  review  might  be 
available  to  domestic  industries  under  the  existing  law,  although  this 
was  not  clear.  In  a  memorandum  submitted  by  the  Executive  Branch 
in  connection  with  the  hearings,  it  was  stated  that : 

It  cannot  be  stated  categorically  that  the  Customs  Courts 
would  or  would  not  have  jurisdiction  over  actions  brought  by 
domestic  producers  to  challenge  the  consistency  of  the  Code 
with  the  Act.  As  far  as  we  are  able  to  determine,  no  domestic 
producer  has  ever  attempted  to  invoke  the  jurisdiction  of  the 
Customs  Court  under  19  IT.S.C.  1516  in  a  dumping  proceed- 
ing. The  court,  therefore,  has  never  had  occasion  to  pass  on 
the  question  of  jurisdiction. 

Absent  a  decision  by  the  Customs  Courts  on  the  issue, 
however,  there  is  no  apparent  reason  to  doubt  that  the  court 
does  have  such  jurisdiction,  bearing  in  mind  the  issue  of 
consistency  of  the  Code  with  the  statute  would  raise  questions 
relating  to  whether  the  administrative  action  was  taken  with- 
in the  framework  of  the  statute.  Section  210  of  the  Anti- 
dumping Act,  1921,  itself  appears  to  provide  that  the 
Customs  Courts  shall  have  the  same  jurisdiction,  powers,  and 
duties  in  connection  with  appeals  and  protests  relating  to 
dumping  duties  as  those  courts  have  in  the  case  of  appeals 
protests  relating  to  customs  duties  under  existing:  law.  And 
section  516  of  the  Tariff  Act  of  1930  (19  U.S.C.  1516)  gives 
domestic  producers  the  right  to  contest  in  the  Customs  Courts 
administrative  decisions  relating  to  appraised  A^alue  and  clas- 
sification of  imported  merchandise.  (Hearings  page  191.) 

In  anv  event,  it  is  considered  desirable  by  the  committee  to  clari:fy 
that  judicial  review  is  available  to  a  domestic  industry  in  an  anti- 
dumping: proceeding.  Judicial  review  is  provided  to  both  parties  in 
practically  every  other  statute  involving  an  administrative  deter- 
mination and  administrative  relief. 

Countervailing  Duty  Procedures 
(Sec.  342  of  the  bill) 

Section  342  of  the  bill  would  amend  section  303  of  the  Tariff  Act  of 
1930  in  a  number  of  important  respects.  Section  303  is  the  statute 
under  which  the  Secretary  of  the  Treasury  determines  whether  irti- 
ported  foreign  articles  receive  a  ''bounty  or  grant."  The  Secretary  is 
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required  to  ascertain  and  determine,  or  estimate  the  net  amount  of 
any  bounty  or  grant,  and  is  required  to  declare  the  net  amounts  so 
determined  and  order  the  imposition  of  counter vaiHng  duties. 

Although  the  present  statute  is  mandatory  in  terms,  it  does  not 
compel  the  Secretary  to  act  within  any  specified  period  of  time.  The 
committee's  amendment  to  the  existing  law  would  impose  on  the 
Secretary  of  the  Treasury  the  responsibility  to  make  his  determina- 
tions as  to  whether  a  bounty  or  grant  exists  within  twelve  months 
after  the  question  is  presented  to  him. 

Existing  Treasury  regulations  call  for  certain  types  of  information 
to  be  presented  by  a  person  who  alleges  that  an  imported  article  is 
receiving  a  bounty  or  grant.  The  regulations  provide  that  such  com- 
munications should  include  a  full  statement  of  the  reasons  for  the 
belief  that  a  bounty  or  grant  is  being  paid  or  bestowed,  a  detailed 
description  or  sample  of  the  merchandise  and  all  pertinent  facts  ob- 
tainable as  to  any  bounty  or  grant  alleged  to  be  paid  or  bestowed  with 
respect  to  the  merchandise.  The  regulations  go  on  to  provide,  among 
other  things,  that  the  Commissioner  of  Customs  will  review  the 
information  submitted,  and  if  he  determines  that  it  is  patently  in 
error,  he  will  so  advise  the  person  who  submitted  it  and  close  the  case: 
otherwise  he  will  proceed  with  an  investigation. 

The  committee  is  advised  by  the  Treasury  Department  that  its 
regulations  will  be  amended  to  require  the  Commissioner  of  Customs 
to  determine,  within  30  days  after  the  information  is  first  received, 
whether  the  information  submitted  is  adequate  under  the  regulations 
to  enable  Customs  to  proceed  with  the  matter.  The  new  regulations 
will  also  provide  that  the  person  submitting  the  information  will  be 
advised  in  writing  within  the  30  days  whether  or  not  Customs  will 
proceed  with  the  inquiry.  If  the  information  submitted  is  inadequate, 
Customs'  advice  to  the  person  furnishing  it  will  include  a  statement  of 
the  reasons  why.  The  date  of  affirmative  advice  would  be  ''the  date 
on  which  the  question  is  presented"  for  purposes  of  triggering  the  com- 
mencement of  the  12-month  period  within  which  the  amendment 
would  require  the  Secretary  to  act. 

The  12-month  limitation  would  be  applicable  only  with  respect  to 
questions  presented  on  and  after  the  date  of  enactment  of  the  bill. 
Any  inquiries  relating  to  the  application  of  countervailing  duties  which 
are  already  pending  in  the  Treasury  Department  on  the  date  of  the 
enactment  of  the  bill  will  not  be  affected  by  the  12-month  limitation 
for  action.  However,  the  Treasury  Department  has  agreed  to  make 
all  reasonable  efforts  to  proceed  with  such  inquiries  as  promptly  as 
possible. 

The  present  statute  is  mandatory,  in  that  the  Secretary  is  required 
to  apply  countervailing  duties  to  dutiable  merchandise  Avhich  benefits 
from  a  bounty  or  grant.  Section  302(a)  would  extend  the  provisions 
of  the  statute  to  nondutiable  items.  However,  in  the  case  of  non- 
dutiable  items,  there  will  be  an  additional  requirement  of  a  determina- 
tion by  the  Tariff  Commission  that  an  industry  in  the  United  States  is 
being,  or  is  likely  to  be,  injured,  or  is  prevented  from  being  established, 
as  a  result  of  the  importations  benefiting  from  the  bounty  or  grant. 
The  Tariff  Commission  is  required  under  the  bill  to  make  an  injury 
determination  with  respect  to  nondutiable  imports  within  three 
months  after  the  initial  determination  by  the  Secretary  of  the  Treasury 
that  a  bounty  or  grant  is  being  paid  or  bestowed.  This  language  con- 
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ferring  jurisdiction  on  the  Tariff  Commission  was  derived  verbatim 
from  the  Antidumping  Act,  1921,  and  is  intended  to  have  the  same 
meaning. 

There  is  no  requirement  in  the  existing  statute  that  a  U.S.  industry 
be  injured  as  a  result  of  imported  foreign  merchandise  benefiting 
from  a  bounty  or  grant  before  countervaihnq;  duties  are  to  be  imposed. 
The  committee  determined  that  there  should  continue  to  be  no  such 
requirement  at  this  time  with  respect  to  dutiable  imports. 

The  bill  also  provides  for  suspension  of  liquidation  in  the  event  the 
Secretary  of  the  Treasury  determines  a  bounty  or  grant  exists  with 
respect  to  nondutiable  imports.  The  suspension  would  take  effect 
with  respect  to  merchandise  entered,  or  withdrawn  from  warehouse 
for  consumption,  on  or  after  the  30th  day  after  publication  in  the 
Federal  Kegister  of  the  Secretary's  determination  of  the  existence  of  a 
bounty  or  grant.  The  significance  of  this  suspension  is  that  if  there 
is  later  a  determination  of  injury  by  the  Tariff  Commission,  the  sub- 
sequent countervailing  duty  order,  requiring  the  assessment  of  duties 
equivalent  to  the  amount  of  the  bounty  or  grant,  issued  by  the 
Secretary  of  the  Treasury  following  the  Tariff  Commission's  deter- 
mination of  injury,  would  be  effective  as  of  the  date  of  suspension 
of  liquidation. 

Section  342  of  the  bill  also  provides  that  all  determinations  by  the 
Secretary  with  respect  to  the  existence  of  a  bounty  or  grant  and  all 
determinations  by  the  Tariff  Commission  with  respect  to  injury  will 
be  published  in  the  Federal  Register.  Under  the  current  Treasury 
practice,  countervailing  duty  orders  become  effective  30  days  after 
publication  in  the  Customs  Bulletin.  Accordingly,  this  new  provision 
will  advance  by  two  or  three  weeks  the  date  orders  become  effective  by 
avoiding  present  printing  lead  time  lags  in  publication  of  the  Customs 
Bulletin. 

As  under  existing  practice  countervailing  duty  orders  issued  by  the 
Secretary  of  the  Treasury  with  respect  to  dutiable  items  wall  apply  to 
items  entered  or  withdrawn  on  or  after  the  30th  day  after  publication 
of  the  Secretary's  aflSrmative  determination  of  the  existence  of  a 
bounty  or  grant.  Such  orders  will  so  apply  in  the  case  of  nondutiable 
items  if  an  affirmative  determination  is  made  with  respect  to  such 
items  by  the  Tariff  Commission  under  new  section  303  (b) . 

The  committee  amendment  to  the  existing  law  would  also  add  a  new 
subsection  (d)  to  section  303  of  the  Tariff  Act  having  the  effect  of 
giving  the  Secretary  of  the  Treasury  some  discretion  in  applying  the 
countervailing  duty  law  to  an  article  which  is  subject  to  quota  restric- 
tions or  to  an  article  whose  exportation  to  the  United  States  is  limited 
by  an  arrangement  or  agreement  entered  by  the  Government  of  the 
United  States.  The  bill  provides  that  no  countervailing  duty  shall  be 
imposed  on  such  an  article  unless  the  Secretary  determines,  after 
seeking  information  and  advice  from  such  agencies  as  he  may  deem 
appropriate,  that  such  quantitative  Hmitation  is  not  an  adequate 
substitute  for  the  imposition  of  the  countervailing  duty. 

For  purposes  of  the  discretionary  authority  under  the  new  sub- 
section (d),  the  Secretary  of  the  Treasury  will  make  his  determina- 
tions on  an  article-by-article  basis,  and  not  on  the  basis  of  overall 
class.  For  example,  if  dairy  products  as  a  class  are  subsidized  by  a 
particular  country  but  all  products  in  such  class  are  not  subject  to 
U.S.  quota  restrictions,  the  discretionary  authority  under  subsection 
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(d)  would  be  applicable  only  with  respect  to  the  dairy  products 
described  in  the  U.S.  quota  provisions  of  part  3  of  the  appendix  to 
the  TSUS.  Thus,  in  the  case  of  a  quantitative  limitation  on  a  subsi- 
dized article  which  applies  only  if  the  price  of  the  article  does  not 
exceed  a  stipulated  value,  the  discretionary  authority  of  the  Secretary 
would  not  be  applicable  to  imports  of  such  article  in  cases  where  the 
price  exceeds  the  stipulated  value. 

The  committee  recognizes  that  applicability  of  the  countervailing 
duty  law  on  a  mandatory  basis  to  foreign  articles  benefiting  from  the 
payment  or  bestowal  of  a  bounty  or  grant  by  developing  countries 
may  present  a  special  problem  requiring  further  consideration.  It 
plans  to  examine  this  question  at  a  later  date  in  connection  with  a 
general  review  of  problems  affecting  the  developing  countries. 

The  committee  is  also  aware  of  the  Supreme  Court  cases,  and  a 
recent  Customs  Court  case  which  has  interpreted  the  words  ''bounty" 
or  ''grant"  to  apply  to  virtually  all  subsidies,  including  the  rebate  of 
indirect  taxes.  The  committee  has  requested  in  section  361  of  t  lis 
title,  a  thorough  study  of  the  border  tax — export  rebate  system  of  the 
European  Economic  Community  with  particular  reference  to  U.S. 
countervailing  duty  laws. 

The  committee's  amendments  preserve  the  authority  of~  ther 
Secretary  to  meet  situations  where  the  net  amount  of  a  bounty  or 
grant  changes  from  time  to  time.  As  under  present  law  the  Secretary, 
having  once  determined  that  a  bounty  or  grant  exists  and  having 
declared  the  net  amount  of  the  bounty  or  grant,  will  continue  to  be 
authorized  to  order  appropriate  changes  in  the  net  amount,  making 
the  changes  effective  as  the  facts  of  the  particular  case  dictate.  For 
example,  under  present  law  there  is  no  requirement  that  changed 
amounts  of  bounties  or  grants  be  made  effective  only  after  a  30-day 
delay.  To  the  contrary,  the  changed  net  amount,  whether  an  increase 
or  decrease,  would  become  effective  as  of  the  time  the  change  occurred. 

Similarly,  in  a  situation  where  the  Secretary  has  determined  that 
nondutiable  merchandise  benefits  from  a  bounty  or  grant  and  the 
Tariff  Commission  has  made  an  affirmative  determination  of  injury  in 
the  case,  and  countervailing  duties  are  being  assessed,  if  subsequently 
the  amount  of  the  bounty,  and  therefore  the  amount  of  the  counter- 
vaiHng  duty  changes,  the  Secretary  is  not  required  to  refer  the  matter 
again  to  the  Tariff  Commission  for  a  further  injury  determination. 
Instead,  the  countervailing  duties  may  be  assessed  and  collected  at  the 
new  rate. 

The  committee  has  determined  that  the  effective  date  of  the 
provisions  of  the  bill  amending  the  countervailing  duty  procedures 
should  be  the  date  of  enactment  of  the  bill. 

E.  TARIFF  COMMISSION 

(Sec.  351  of  the  bill) 

The  Tariff  Commission,  which  was  established  in  1916,  is  a  perma- 
nent independent  nonpartisan  body  whose  principal  function  is  to 
provide  technical  and  fact-finding  assistance  to  the  Congress  and  the 
President  u_pon  the  basis  of  which  trade  policies  may  be  determined. 
The  committee  strongly  believes  in  the  need  to  prevent  the  Com- 
mission from  being  transformed  into  a  partisan  body.  For  this  reason 
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the  committee  preserved  the  present  membership  of  the  Commission 
at  six,  no  more  than  three  of  whom  can  be  of  any  one  poUtical  party. 
The  committee  emphasizes  that  the  Commission  and  its  staff  must  be 
selected  on  the  basis  of  merit.  In  this  connection,  the  committee  calls 
attention  to  the  provision  in  section  330(a)  that — 

No  person  shall  be  eligible  for  appointment  as  a  commis- 
sioner unless  he  is  a  citizen  of  the  United  States  and,  in  the 
judgment  of  the  President,  is  possessed  of  qualifications 
requisite  for  developing  expert  knowledge  of  tariff  problems 
and  efficiency  in  administering  the  provisions  of  Part  II  of 
this  title. 

In  addition,  the  committee  finds  that  it  is  imperative  that  measures 
be  taken  'at  once  to  strengthen  the  Commission  not  only  in  the  interest 
of  assuring  adequate-staff  and  facilities  to  handle  its  current  work 
load  which  is  increasing  considerably,  but  also  to  prevent  its  inevitably 
being  overwhelmed  by  the  additional  responsibilities  imposed  upon  it 
by  this  bill.  From  testimony  received  in  the  public  hearings,  from 
discussions  in  executive  session,  as  well  as  from  other  evidence,  it  is 
manifestly  clear  to  the  committee  that,  in  making  policy  determina- 
tions respecting  trade,  the  Congress  and  the  Executive  are  far  too 
often  severely  handicapped  by  the  lack  of  the  requisite  relevant 
background  information. 

As  mdicated,  the  Tariff  Commission  was  created  by  the  Congress, 
for  the  very  purpose  of  assisting  the  Congress  and  the  Executive  in 
their  determinations  with  respect  to  foreign  trade  policy.  The  broad 
jurisdiction  of  the  Commission  in  regard  to  the  international  trade  of 
the  United  States  is  shown  by  section  332(b),  Tariff  Act  of  1930, 
which  provides — 

The  Commission  shall  have  power  to  investigate  the 
tariff  relations  between  the  United  States  and  foreign 
countries,  commercial  treaties,  preferential  provisions,  eco- 
nomic alliances,  the  effect  of  export  bounties  and  preferen- 
tial transportation  rates,  the  volume  of  importations  com- 
pared with  domestic  production  and  consumption,  and 
conditions,  causes,  and  effects  relating  to  competition  of 
foreign  industries  with  those  of  the  United  States,  including 
dumping  and  cost  of  production. 

Due  to  budgetary  restrictions  over  a  period  of  years,  the  Commis- 
sion is  not  adequately  staffed  or  equipped  to  exercise  even  in  a  modest 
way  its  statutory  investigative  powers.  The  committee  notes  mth 
concern,  for  example,  that,  notwithstanding  the  fact  that  trade  and 
trade  problems  are  at  a  historic  high  point  with  resulting  increased 
demands  upon  the  Commission,  its  staff  has  been  undergoing  a  sys- 
tematic attrition  by  28  percent  since  1966  (from  278  to  200).  This 
staffing  contrasts  with  an  average  of  315  in  the  five-year  period  1931-35 
when  imports  under  the  Tariff  Act  of  1930  were  at  their  lowest  point. 
The  consequences  of  this  strict  budgetary  policy  has  been  low  staff 
morale,  loss  of  staff  by  resignations  and  transfers,  and  extreme 
difficulties  in  recruiting.  Consequently,  the  committee  amendment 
identifies  the  Tariff  Commission  more  closely  as  a  Federal  agency 
independent  from  the  executive  departments  thus  placing  its  budget 
authority  directly  under  control  of  Congress,  and  removing  the  possi- 
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bility  of  its  being  reorganized  by  Executive  action.  Under  the  com- 
mittee amendment  there  would  be  no  change  in  the  President's 
authority  to  appoint  Commissioners,  b}-  and  with  the  advice  and 
consent  of  the  Senate,  in  the  duties  or  functions  of  the  Tariff  Com- 
mission, or  in  the  right  of  the  executive  branch  or  the  Congress  to 
call  upon  the  Commission  for  special  studies  or  investigations.  Nor 
would  there  be  any  change  in  the  application  of  other  existing  pro- 
visions of  law,  including  section  331(b)  of  the  Tariff  Act  of  1930, 
which  relates  to  the  status  of  Commission  employees  under  the  civil 
service  law. 

The  committee  strongly  believes  that  the  only  way  to  preserve  the 
strict  ''independence"  of  the  Commission  from  unwarranted  inter- 
ference or  influence  by  the  executive  branch  is  to  place  its  budget 
directly  under  the  control  of  the  Congress.  In  this  regard,  the  com- 
mittee had  asked  the  General  Accounting  Office  to  study  the  Tariff 
Commission.  The  GAO  report  indicated  that  at  the  very  time  when 
its  workload  was  increasing  sharply,  the  Bureau  of  the  Budget  was 
severely  cutting  back  on  the  Commission's  requests  to  Congress.  At 
the  same  time,  the  executive  was  adding  tremendously  to  the  work- 
load of  the  Commission  by  requesting  long  and  complex  studies.  It 
would  appear  that  the  executive  branch  has  placed  a  low  premium 
on  the  value  of  the  Tariff  Commission  in  its  budget  request,  but  a  high 
premium  on  the  Commission's  ability  to  make  the  thorough  studies 
and  investigations  in  the  face  of  a  cutback  in  personnel.  This  appears 
contradictory. 

In  the  interests  of  establishing  a  career-type  service  for  professional 
employees  of  the  Commission  and  to  enable  the  Commission  to  be 
competitive  with  other  agencies  in  hiring  its  staff,  the  committee  is 
of  the  view  that  the  Commission  should  be  allocated  a  reasonable 
number  of  super  grade  positions  and  should  be  provided  with  sufficient 
funds  to  the  end  that  the  Commission  will  have  adequate  staff,  grade, 
structure,  and  facilities  to  carry  out  its  assigned  duties. 

The  enactment  of  the  Trade  Act  of  1970  would  add  considerably 
to  the  Commission's  workload.  The  relaxation  of  the  criteria  for 
tariff  adjustment  and  for  adjustment  assistance  for  firms  and  workers 
will  undoubtedly  lead  to  numerous  petitions  being  filed  for  investi- 
gations by  the  Tariff  Commission.  This  legislation  is  expected  to 
greatly  increase  the  Commission's  investigative  workload  and  many 
of  its  investigations  must  be  performed  within  strict  time  deadlines. 

The  intelhgent  formulation  of  trade  policy  by  the  executive  and  the 
legislative  branches  is  impossible  without  the  development  of  the 
factual  data  on  which  these  policies  are  based.  The  Tariff  Commission 
is  the  agency  primarily  charged  with  this  responsibihty,  and  with 
staff  expertise  and  continuity  of  personnel  is  ideally  suited  to  do  so. 
Additionally,  the  Tariff  Commission,  through  its  hearing  procedures, 
adjudicates  cases  of  utmost  importance  to  the  parties  concerned  as 
well  as  the  Nation.  Performance  of  these  responsibilities  in  accordance 
with  the  highest  professional  standards  is  absolutely  essential.  The 
committee  therefore  strongly  emphasizes  the  need  to  provide  the 
Tariff  Commission  with  the  adequate  staff  and  faciUties  to  meet  this 
high  standard. 

In  connection  with  its  oversight  review  of  U.S.  foreign  trade  policies, 
the  committee's  bill  directs  the  Tariff  Commission  to  undertake  studies 
on  certain  important  issues  relating  to  U.S.  trade  policy.  (See  Section 
362.) 
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F.  STUDIES  OF  UNITED  STATES  TRADE  POLICIES 

Comprehensive  Study  by  the  President 

(Section  eS61) 

There  is  no  statutory  recognition  of  GATT.  The  Executive  never 
submitted  the  GATT  to  the  Congress  either  for  its  advice  and  consent 
or  for  implementing  legislation.  United  States  participation  is  through 
the  signing  in  1947  of  the  ''Protocol  of  Provisional  Application."  In 
trade  agreement  authorizations  the  Congress  has  often  put  a  disclaimer 
regarding  GATT;  e.g.,  ''The  enactment  of  this  Act  shall  not  be  con- 
strued to  determine  or  indicate  the  approval  or  disapproval  by  the 
Congress  of  Executive  Agreement  known  as  the  General  Agreement  on 
Tariffs  and  Trade".  The  United  States  share  of  GATT  expenses  cur- 
rently comes  through  the  contingency  fund  of  the  Department  of 
State. 

The  committee  strongly  believes  that  a  direct  appropriation  for  the 
United  States  share  of  GATT  expenses  sought  by  the  Executive  would 
be  a  direct  recognition  of  the  GATT  agreement,  including  the  possible 
interpretation  that  in  such  a  recognition.  Congress  is  expressing  its 
approval  of  GATT  provisions  and  interpretations.  Consequently,  the 
Committee  deleted  a  provision  from  the  House  version  of  the  Trade 
Act  of  1970  which  would  have  authorized  the  United  States  share  of 
GATT  expenses. 

There  are  a  number  of  outstanding  problems  in  the  field  of  inter- 
national trade  which  require  intensive  study. 

The  presently  constituted  GATT  Agreement  contains  certain 
provisions  that  were  written  in  1947  when  the  United  States  had  an 
overwhelmingly  dominant  position  in  world  trade.  Some  of  these  pro- 
visions were  designed  to  put  dollars  into  the  hands  of  the  then  war- 
torn  European  countries.  In  1947  we  had  a  $10  billion  trade  surplus, 
and  $25  billion  in  gold  with  only  $7.6  billion  in  liquid  foreign  claims 
against  that  gold;  in  1970  our  trade  surplus  has  virtually  disappeared, 
our  gold  stock  has  been  reduced  to  about  $11  billion,  and  foreigners 
have  $42  billion  in  liquid  claims  against  our  remaining  gold  stock. 
In  the  light  of  the  changed  international  economic  conditions  since 
1947  the  committee  questions  whether  these  provisions  offer  the 
United  States  full  reciprocity  in  international  trade.  For  example, 
the  GATT  permission  to  rebate  "indirect"  taxes  on  exports  and  to 
apply  border  taxes  on  imports  in  the  case  of  "indirect"  taxes,  but  to 
deny  comparable  treatment  for  "direct"  taxes  (such  as  the  U.S.  in- 
come tax)  is  an  example  of  lack  of  balance  and  reciprocity  in  the 
agreement. 

In  addition,  the  GATT  appears  to  allow  European  countries  to 
enter  into  special  commercial  arrangements  with  other  countries  in 
violation  of  the  most-favored-nation  principle.  The  GATT  fails  to 
adequately  deal  with  the  question  of  agricultural  trade. 

Studies  on  GA  TT. — Therefore,  the  committee  requests  the  Executiye 
to  do  a  thorough  study  of  all  GATT  provisions  by  December  31,  1971. 
Such  a  study  would  include,  but  not  be  limited  to — 

(1)  The  most-favored-nation  (MEN)  principle  and  the  exceptions 
thereto;  their  effect  of  MFN  exceptions  on  intra-regional  and  extra- 
regional  trade  where  common  markets  and  free  trade  areas  are 
concerned ; 
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(2)  The  GATT  provisions  and  interpretations  on  export  subsidies 
and  border  taxes,  the  rationale  underlying  the  differing  treatment  of 
"direct"  and  ''indirect"  taxes  insofar  as  border  tax  adjustments  are 
concerned,  and  the  U.S.  negotiating  position  on  border  tax 
adjustments; 

(3)  The  adequacy  of  GATT  provisions  dealing  with  agriculture; 

(4)  The  adequacy  of  the  balance  of  payments  exceptions  in  Article 
XII  of  GATT; 

(5)  The  GATT  provisions  on  unfair  trade  practices,  fair  inter- 
national labor  standards,  and  relief  from  injurious  imports; 

(6)  The  GATT  provisions  on  ''compensation"  and  "retaliation". 
Other  Important  Trade  Issues. — In  addition  to  the  above  study  of 

GATT  provisions  the  Committee  requests  a  detailed  study  by  the 
Executive  by  December  31,  1971,  of  its  plans  for  negotiating  the  elimi- 
nation (or  reduction)  of  foreign  nontariff  barriers  including: 

(1)  The  quantitive  restrictions  that  remain  in  effect  in  many 
countries  such  as  Japan; 

(2)  The  common  agricultural  policy  of  the  EEC ; 

(3)  The  border  tax-export  rebate  system  of  the  EEC,  and  the 
reasons  why  indirect  tax  rebates  on  exports  are  not  considered 
"bounties  or  grants"  within  the  meaning  of  the  countervailing 
duty  statute  as  interpreted  by  Supreme  Court  cases.^ 

(4)  Discriminatory  government  procurement  policies; 

(5)  The  probable  effects  of  British  entry  into  the  Common 
Market  on  U.S.  trade  and  balance  of  payments; 

(6)  The  effect  of  foreign  exchange-rate  changes  on  United 
States  trade  and  tariff  concessions;  and 


2  The  case  of  Nicholas  and  Co.,  v.  U.S.  (G.  S.  Nichols  &  Co.  v.  United  States  249  U.S.  34  (1919)  represent 
a  landmark  decision  in  the  area  of  countervailing  duties.  The  question  in  the  Nicholas  case  was  whether  a 
certain  sum  of  money  paid  by  the  British  government  to  its  exporters  on  the  exportation  of  certain  British 
alcoholic  spirits  amounted  to  a  direct  or  indirect  bounty  or  grant  under  the  terms  of  paragraph  E  of  §  4,  Tariff 
Act  of  1913. 

"The  statute  was  addressed  to  a  condition,  and  its  words  must  be  considered  as  intending  to  define  it,  and 
all  of  them— 'grant'  as  well  as  'bounty'— must  be  given  effect.  If  the  word  'bounty'  has  a  limited  sense,  the 
word  'grant'  has  not.  A  word  of  broader  significance  than  'grant'  could  not  have  been  used.  Like  its  syno- 
nyms 'give'  and  'bestow,'  it  expresses  a  concession— the  conferring  of  something  by  one  person  upon  another. 
And,  if  the  'something'  be  conferred  by  a  country  'upon  the  exportation  of  any  article  or  merchandise," 
a  countervailing  duty  is  required  by  paragraph  E  of  Section  IV  of  the  Tariff  Act  of  1913]." 

"We  have  the  fact  of  spirits  able  to  be  sold  cheaper  in  the  United  States  than  in  the  place  of  their  produc- 
tion, and  this  the  result  of  an  act  of  government  because  of  the  destination  of  the  sporits  being  a  foreign  mar- 
ket. For  that  situation  Paragraph  E  was  intended  to  provide."  (At  pages  39-40.) 

In  the  decision  of  the  Court  of  Customs  Appeals  in  the  same  case  {Nicholas  &  Co.,  v.  United  States,  7  Ct. 
Cust.  Appls.  97),  that  court,  after  commenting  upon  the  clarity  of  the  language  and  purpose  of  the  statute 
said: 

"There  is  nothing  obscure,  abstruse,  mystic,  or  even  ambiguous  about  this  language,  which  has  been  as 
to  the  particular  words,  a  part  of  all  our  tariff  acts  from  1897  to  and  including  the  present  act.  Section  5, 
tariff  of  1897  (30  Stat.  L.,  151),  section  6,  tariff  act  of  1909  (36  Stat.  L.,  11),  paragraph  E  of  section  4,  tariff 
act  of  1913  (38  Stat.  L.,  114).  Its  plain,  explicit,  and  unequivocal  purpose  is:  Whenever  a  foreign  power  or 
dependency  or  any  political  subdivision  of  a  government  shall  give  any  aid  or  advantage  to  exporters  of  goods 
imported  into  this  country  therefrom  whereby  they  may  be  sold  for  less  in  competition  with  our  domestic  goods, 
to  that  extent  by  this  paragraph  the  duties  fixed  in  the  schedule  of  the  act  are  increased.  It  was  a  result  Con- 
gress was  seeking  to  equalize  regardless  of  whatever  name  or  in  whatever  manner  or  form  or  for  whatever 
purpose  it  was  done.  The  statute  interprets  itself  as  a  member  of  an  act  calculated  to  maintain  an  accorded 
protection,  incidental  or  otherwise,  as  against  payrnents  or  grants  of  any  kind  by  foreign  powers,  resulting 
in  an  equalization  thereof  to  any  extent  directly  or  indirectly. Wherefore,  in  obedience  to  that  obvious  pur- 
pose, the  court  does  not  feel  at  liberty  to  adopt  any  constrained  or  technical  definitions  of  the  words  'bounty ' 
or  'grant'  suggested,  but  to  vouchsafe  the  paragraph  a  meaning,  well  within  its  lanaguage,  that  will  best 
effectuate  the  unquestioned  congressional  purpose."  (at  page  106). 

other  Supreme  Court  decisions  have  spoken  with  equal  clearness  on  the  subject.  The  Downs  case  involved 
a  bounty  paid  upon  the  exportation  of  sugar  by  the  Russian  government.  The  court  cited  examples  of  what 
may  constitute  a  bounty  within  the  meaning  of  the  countervailing  duty  statute: 

"A  bounty  may  be  direct,  as  where  a  certain  amount  is  paid  upon  the  production  or  exportation  of  particu- 
lar articles,  of  which  the  Act  of  Congress  of  1980,  allowing  a  bounty  upon  the  production  of  sugar,  and  Rev . 
Stat,  sections  3014-3027,  allowing  a  draw-back  upon  certain  articles  exported,  are  examples;  or  indirect,  by  the 
remission  of  taxes  upon  the  exportation  of  articles  which  are  subjected  to  a  tax  when  sold  or  consumed  in  the  country 
of  their  production,  of  which  our  laws,  permitting  distillers  of  spirits  to  export  the  same  without  payment  of  an 
internal  revenue  tax  or  other  burden,  is  an  example." 

Further: 

"When  a  tax  is  imposed  on  all  sugar  produced,  but  is  remitted  upon  all  sugar  exported,  then,  by  whatever 
process,  or  in  whatever  manner,  or  under  whatever  name  it  is  disguised,  it  is  a  bounty  upon  exportation.' ' 
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(7)  An  analysis  of  whether  or  not  greater  flexibility  in  foreign 
exchange  rates  would  serve  in  the  interests  of  United  States  and 
world  trade; 

(8)  The  nature  and  extent  to  which  other  countries  subsidize 
their  exports,  directly  Ox  indirectly; 

(9)  A  comparative  analysis  of  various  proposals  to  extend  tariff 
preferences  to  the  products  of  less  developed  countries  ^\'ith 
particular  emphasis  on  the  effects  on  U.S.  trade  and  investment 
patterns  and  on  U.S.  labor. 

(10)  The  various  agency  responsibilities  mthin  the  executive 
branch  for  handling  all  U.S.  foreign  trade  matters,  and  the  means 
by  which  policy  coordination  is  achieved. 

Tarttf  Commission  Studies 
(Sec.  362  of  the  bill) 

Section  362  of  part  C  of  title  III  requests  certain  studies  by  the 
Tariff  Commission  by  December  31,  1971.  These  include: 

(1)  The  tariff  and  nontariff  barriers  among  principal  trading  nations 
in  the  industrialized  countries,  including  an  analysis  of  the  disparities 
in  tariff  treatment  of  similar  articles  of  commerce  by  different  countries 
and  the  reasons  for  the  disparities; 

(2)  The  nature  and  extent  of  the  tariff  concessions  granted  in  trade 
agreements  and  other  international  agreements  to  which  the  United 
States  is  a  party  by  the  principal  trading  nations  in  the  indus- 
trialized countries; 

(3)  The  customs  valuation  procedures  of  foreign  countries  and  those 
of  the  United  States  with  a  view  to  developing  and  suggesting  uniform 
standards  of  custom  valuation  which  would  operate  fairly  among  all 
classes  of  shippers  in  international  trade,  and  the  economic  effects 
which  would  follow  if  the  United  States  were  to  adopt  such  standards 
of  valuation,  based  on  rates  of  duty  which  will  become  effective  on 
January  1,  1972;  and 

(4)  The  implications  of  multinational  firms  on  the  patterns  of  world 
trade  and  investment  and  on  United  States  trade  and  labor. 

G.  MISCELLANEOUS  AMENDMENTS 

(Subpart  4  of  Part  C  of  Title  III) 

Amendments  to  the  Automotive  Products  Trade  Act  of  1965 

(Section  371) 

The  committee  has  also  amended  the  special  adjustment  assistance 
provisions  of  section  302  of  the  Automotive  Products  Trade  Act  of 
1965.  The  time  for  filing  petitions  under  these  provisions  expired 
at  the  close  of  June  30,  1968.  The  amendment,  in  effect,  restores, 
without  a  specific  termination  date,  the  authority  for  filing  petitions 
by  firms  and  groups  of  workers  for  a  determination  of  eligibility  to 
apply  for  adjustment  assistance.  These  determinations  are  related 
to  dislocations  resulting  from  the  operation  of  the  U.S. -Canadian 
Automotive  Products  Agreement. 
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Special  assistance  provisions  were  established  in  the  Automotive 
Products  Trade  Act  because  of  the  unique  characteristics  of  the  U.S.- 
Canadian Agreement.  The  agreement  required  immediate  elimina- 
tion of  duties  on  new  vehicles  and  original  equipment  parts  imported 
into  the  United  States.  It  was  recognized  that  dislocations  would 
result  not  only  from  increased  imports  but  also  from  decreased 
exports,  and  from  shifts  in  production  and  supply  sources  both 
within  each  country  and  between  the  two  countries. 

Since  the  act  was  passed,  trade  in  automotive  equipment  has 
increased  markedly  and  steadily  indicating  that  the  process  of 
rationahzation  of  the  North  American  industry  was  of  major  magni- 
tude. Adverse  employment  effects  in  the  United  States  which  may 
have  been  attributable  to  development  under  the  agreement  in  the 
first  years  were  largely  masked  by  the  general  increase  in  employment 
in  the  U.S.  automotive  products  industry,  although  there  were  a 
number  of  cases  where  assistance  was  provided  to  groups  of  workers 
under  the  transitional  adjustment  assistance.  The  authority  to  petition 
for  such  assistance  under  the  act  terminated  on  July  1,  1968.  Problems 
of  worker  dislocation  may  continue  to  arise.  On  the  strength  of  more 
than  four  years  of  experience  during  the  existence  of  the  U.S. -Canadian 
Agreement  the  committee  believes  that  it  would  be  prudent  to  provide 
the  means  of  responding  to  such  dislocation. 

The  committee  has  also  changed  the  existing  standard  of  "the 
primary  factor"  as  the  required  causal  link  between  dislocation  and  the 
operation  of  the  agreement  to  conform  to  the  more  liberal  standard 
contained  in  the  Trade  Expansion  Act  as  amended  by  H.R.  18970. 
The  committee  has  substituted  ''a  substantial  factor"  in  place  of  ''the 
primary  factor"  in  sections  302  (c),  (d),  and  (g)  of  the  Automotive 
Products  Trade  Act  of  1965.  This  new  standard  will  apply  to  all  peti- 
tions filed  after  the  date  of  enactment  of  this  Act  including  petitions 
with  respect  to  dislocations  which  began  after  June  30,  1968.  The 
committee,  however,  included  a  requirement  that  petitions  with 
respect  to  dislocations  which  began  after  June  30,  1968,  and  before 
July  1,  1970,  must  be  filed  on  or  before  the  90th  day  after  the  date  of 
enactment  of  this  act. 

U.S -Canadian  automotive  agreement.  The  committee  expects  that 
urgent  attention  will  be  given  by  our  Government  to  the  attainment 
of  the  agreement's  objectives.  While  our  automotive  exports  to  Canada 
have  multiplied,  imports  have  grown  even  more  rapidly,  and  our  bi- 
lateral surplus  in  this  sector  has  disappeared. 

The  committee  has  noted  that  no  steps  have  been  taken  which  will 
assure  attainment  of  the  objective  of  the  agreement  of  allowing 
market  forces  to  determine  the  most  economic  pattern  of  investment, 
production,  and  trade.  For  example,  although  the  retail  price  differen- 
tial between  automobiles  in  the  United  States  and  Canada  has  been 
reduced,  prices  remain  higher  in  Canada.  The  failure  to  eliminate  the 
price  differential  is  a  consequence  of  the  fact  that  under  terms  of  the 
agreement  market  forces  have  not  yet  been  allowed  to  operate  freely. 
In  this  regard,  the  committee  notes  with  concern  that  nearly  six  years 
after  the  agreement  was  signed  the  Canadian  duty  remains  virtually 
unchanged  and  Canadian  citizens  still  cannot  import  automobiles 
duty-free  from  the  United  States,  although  there  is  no  such  restriction 
on  imports  from  Canada.  This  Canadian  restriction  and  other  condi- 
tions frustrate  the  achievement  of  the  free-trade  objectives  of  the 
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agreement.  They  artificially  permit  the  continuation  of  a  price  dif- 
ferential and  interfere  with  commercial  decisions  in  an  industry  in 
which  it  has  been  agreed  that  market  forces  would  be  allowed  to 
operate  freely. 

The  Committee  noted  that  in  the  latest  annual  report  of  the  Presi- 
dent on  the  operation  of  the  Automotive  Products  Trade  Act  of  1965, 
the  President  stated: 

''Complete  realization  of  the  objectives  of  the  Agreement  has  been 
impeded  by  the  continued  existence  of  the  restrictions  to  the  free  flow 
of  trade  set  forth  in  Annex  A.  (This  Annex  specifies  the  Canadian 
duties  and  other  restrictions.)  As  stated  in  the  Third  Annual  Report, 
developments  in  the  trade  in  automotive  products  between  the  two 
countries  indicate  these  restrictions  have  served  their  purpose.  Ac- 
cordingly in  1969  the  United  States  initiated  discussions  with  Canada 
for  the  purpose  of  eliminating  the  restrictive  measures.  ...  To  date 
the  two  governments  have  been  unable  to  agree  on  the  specific  con- 
ditions under  which  the  transitional  restrictions  in  Annex  A  would  be 
eliminated." 

The  Committee  also  noted  that  the  U.S.  trade  balance  in  auto- 
mobiles and  parts  with  Canada  has  deteriorated  from  a  surplus  po- 
sition of  $658  million  in  1965  to  a  deficit  of  $686  million  in  1969,  a 
deterioration  of  over  $1  billion  since  the  Agreement  was  signed 
nearly  six  years  ago. 

Consequently,  the  committee  has  added  an  amendment  to  the 
Automotive  Products  Trade  Act  of  1965  which  provides  that  the 
President  shall  endeavor  to  secure  elimination  by  the  Government  of 
of  Canada  of  its  duties  and  other  import  restrictions  on  automobiles 
produced  in  the  United  States.  If  the  elimination  of  such  duties  and 
import  restrictions  has  not  been  secured  before  January  1,  1973,  the 
President  shall  consider  the  failure  to  secure  such  elimination  grounds 
(1)  for  terminating  U.S.  participation  in  the  agreement  and  (2) 
for  exercising  the  authority  conferred  on  him  by  section  204  of  the 
Automotive  Products  Trade  Act  of  1965  to  terminate  proclamations 
issued  under  such  act. 

Rates  of  Duty  on  Mink  Furskins;  Repeal  of  Embargo  on 

Certain  Furs 

(Sec.  372  of  the  bill) 

Section  372  of  the  bill  establishes  separate  provisions  under  which 
a  tariff -rate  quota  system  is  imposed  on  furskins  of  mink  whether  or 
not  dressed. 

The  mink  growers  have  been  adversely  affected  by  imports  of  mink 
furskins  principally  from  Scandinavia  and  Canada.  At  the  present 
time,  the  demand  for  mink  has  declined  and  domestic  production  and 
imports  are  declining.  The  number  of  domestic  ranchers  is  also 
declining.  One  of  the  largest  auction  houses,  that  provided  substantial 
assistance  to  mink  ranchers,  has  recently  gone  out  of  business.  The 
serious  decline  in  the  domestic  industry  is  a  cause  for  real  concern. 

Under  the  Senate  amendment  the  aggregated  annual  quota  quantit}^ 
is  established  at  3.6  million  skins.  This  quota  quantity  is,  approxi- 
mately equal  to  the  volume  of  skins  imported  in  1969.  The  amend- 
ment is  designed  to  assist  domestic  producers  in  their  efforts  to 
rebuild  the  market  for  mink. 
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Imports  of  mink  furskins  within  the  tariff -rate  quota  quantity  will 
continue  to  be  dutiable  at  existing  rates  of  duty  (a  zero  rate  of  duty 
applies  today  to  raw  skins)  except  that  such  skins  raw  or  undressed 
the  product  of  Communist  countries  will  become  dutiable  at  the  rate 
of  30%  ad  valorem  under  the  Senate  amendment.  Under  the  provisions 
of  the  House-passed  bill,  in  determining  the  number  of  skins  and  pieces 
of  skins  for  quota  purposes,  each  of  the  individual  pieces  assembled  into 
a  plate,  mat,  lining,  strip,  cross,  or  similar  form  would  be  counted.  The 
committee  found  that  this  would  be  too  restrictive  with  respect  to 
certain  of  these  plates,  etc.,  made  wholly  from  trimming  scrap  pieces  of 
mink  furskins,  and  therefore  excluded  from  the  tariff-rate  quota  pro- 
visions, trimming  scrap  pieces  of  mink,  and  plates,  mats,  linings,  strip, 
cross,  etc.,  made  from  such  trimming  scrap. 

In  each  calendar  quarter  when  the  quota  has  been  filled,  mink 
furskins  would  become  dutiable  for  the  rest  of  that  calendar  year  at 
the  rate  of  25  percent  ad  valorem  if  imported  from  non-Communist 
countries  and  at  the  rate  of  40  percent  if  imported  from  Communist 
countries.  The  bill  would  make  the  current  rates  of  duty  on  certain 
wearing  apparel  of  mink  in  schedule  7,  part  13,  subpart  B,  of  the 
TSUS  permanent  rates  of  duty.  Thus,  the  rates  of  duty  on  dressed 
mink  furskins  (dyed  and  not  dyed)  and  on  wearing  apparel  of  mink, 
scheduled  to  be  further  reduced  during  the  next  two  years  under  the 
Kennedy  Round  trade  agreement,  would  be  frozen  at  their  present 
levels. 

In  agreeing  with  the  House-passed  provision  which  would  repeal 
the  existing  embargo  on  certain  furs  from  Russia  and  China  (ermine, 
fox,  Kolinsky,  marten,  muskrat  and  w^easel),  the  committee's  bill 
would  apply  a  rate  of  30  percent  ad  valorem  to  these  six  furs,  when 
raw  and  undressed,  the  product  of  designated  Communist  countries. 
As  previously  indicated,  mink  fur  skins  from  such  countries  would 
also  b?  dutiable  at  30  percent  ad  valorem  as  well  as  being  subject  to 
the  tariff-rate  quota  provisions. 

Rate  of  Duty  on  Glycine  and  Certain  Related  Products 

(Sec.  373  of  the  bill) 

Section  373  of  the  bill  establishes  separate  provisions  under  which 
a  tariff-rate  quota  system  would  be  imposed  on  aminoacetic  acid 
(glycine)  and  salts  thereof  and  certain  mixtures  of  such  acid  or  its 
salts. 

This  provision  is  designed  to  give  special  relief  to  an  industry  which 
is  adversely  affected  by  persistent  dumping  practices  engaged  in  by 
foreign  competitors.  By  reason  of  such  practices,  imports  increased 
their  penetration  of  the  U.S.  market  from  25  to  70  percent  during 
the  period  1964-67,  inclusive.  Two  of  the  three  domestic  producers 
have  stopped  production.  The  cessation  of  dumping  by  virtue  of 
action  taken  under  the  Antidumping  Act,  1921,  has  provided  no  relief 
for  the  damage  already  done  to  domestic  producers. 

Under  the  tariff -rate  quota  system,  importers  would  still  be  allowed 
to  import  at  the  existing  level  with  no  increase  in  the  current  rate  of 
duty.  Imports  in  excess  of  this  quantity,  however,  would  be  subject 
to  an  additional  duty  of  25  cents  per  pound.  It  is  expected  that  this 
provision  would  allow  domestic  producers  to  recover  from  the  damage 
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caused  by  the  dumped  imports  because  of  the  advantage  it  would 
give  them  in  producing  to  meet  the  increasing  demand  in  the  United 
States  for  this  product. 

The  rates  of  duty  on  both  the  imports  which  are  within  the  quota 
and  those  which  are  over-quota  would  become  permanent  statutory 
rates.  Thus,  they  would  not  be  subject  to  further  reductions  under 
the  Kennedy  Round  trade  agreement. 

Parts  of  Ski  Bindings 
(Sec.  374  of  the  bill) 

Section  374  of  the  Committee's  bill  would  reduce  the  statutory 
dut}^  on  parts  of  ski  bindings  (TSUS  item  734.97)  from  11  percent 
ad  valorem  to  3  percent  ad  valorem.  This  amendment  is  intended  to 
preserve  the  competitive  position  of  domestic  ski  manufacturers  who 
import  foreign  made  parts  of  ski  bindings. 

Invoice  Information 
(Sec.  375  of  the  bill) 

The  committee  is  concerned  that  the  official  data  collected  and 
published  Avith  respect  to  U.S.  imports,  production,  and  exports 
are  not  adequate  to  meet  the  current  and  expanding  needs  of  U.S. 
foreign  trade  policy.  Basic  to  the  problem  is  the  fact  that  the  various 
classification  systems  under  which  imports,  production,  and  exports  are 
collected  are  not  generally  concordant.  These  trade  data  are  collect- 
ed and  published  by  a  number  of  Federal  agencies  such  as  the 
Bureau  of  the  Census,  Business  and  Defense  Ser^dces  Administration, 
Bureau  of  International  Commerce,  Department  of  Agriculture, 
Bureau  of  Mines,  Fish  and  Wildlife  Service,  Bureau  of  Customs,  and 
the  Tariff  Commission. 

The  committee  believes  that  it  is  important  that  the  aforemen- 
tioned trade  data  be  collected  and  published  regularly  on  a  current 
basis  and  that  they  be  accurate  and  in  such  detail  as  to  be  reasonably 
compatible  with  their  anticipated  uses  in  trade  analysis  and  poUcy 
making.  With  a  view  to  achieving  this  end,  the  committee  urges  each 
of  the  responsible  government  agencies  to  undertake  promptly  a 
review  of  its  statistical  programs  and  to  institute  at  the  earliest 
practicable  time,  under  the  coordination  and  guidance  of  the  Office 
of  Management  and  Budget,  methods  specifically  for  the  purpose 
of  establishing  compatible  classification  systems  for  U.S.  imports, 
production,  and  exports.  It  is  recognized  that  the  Bureau  of  the 
Census,  which  has  primary  responsibility  for  collection  and  publication 
of  these  statistics  has  for  some  years  been  issuing  a  report  on  U.S. 
exports  and  imports  as  related  to  output.  This  annual  publication, 
however,  is  far  from  complete  because  of  lack  of  comparability  of 
import,  production,  and  export  data.  Moreover,  the  publication  is 
not  current  because  of  the  lag  in  the  availability  of  production  data. 

It  is  understood  that  methods  of  improving  trade  statistics  can  be 
developed  and  implemented  without  new  legislation,  except  with 
respect  to  import  statistics  which  are  collected  by  the  Bureau  of 
Customs  and  reported  to  the  Bureau  of  the  Census  for  compilation 
and  publication  in  accordance  with  the  7-digit  statistical  import  classi- 


fications  of  the  Tariff  Schedules  of  the  United  States  Annotated 
(TSUSA) .  These  7-digit  classifications  are  established  by  the  Depart- 
ments of  Commerce  and  Treasury  and  the  Tariff  Commission  under 
authority  of  section  484(e)  of  the  Tariff  Act  of  1930. 

The  customs  entry  form  and  its  supporting  invoice,  which  are  filed 
by  the  importer  or  his  broker  with  customs  officers  at  the  port  of 
entry,  are  the  basis  for  all  import  data  collected  at  the  time  of  entry. 
Customs  officers  have  traditionally  regarded  their  primary  responsi- 
bility as  being  the  enforcement  of  customs  laws  and  the  pjrotection  of 
the  customs  revenue.  With  the  increasing  workload  and  limited  staff, 
the  collection  of  trade  data  has  become  a  secondary  function.  As  a 
result  import  statistics  do  not  receive  proper  attention  from  customs 
officers,  foreign  exporters,  importers,  and  brokers. 

The  committee  believes  that  the  enforcement  of  the  statistical 
requirements  for  imports,  as  set  forth  in  the  statistical  headnotes  and 
7-digit  classifications  of  the  TSUSA,  is  a  primary  responsibility  of 
customs  officers  and  should  be  given  attention  by  them  accordingly. 
Such  enforcement  would  be  facilitated  by  the  enactment  of  section  345 
of  the  bill  which  would  amend  section  481(a)  of  the  Tariff  Act  of  1930 
to  require  invoices  to  provide  a  product  description  which  would 
enable  customs  officers  to  classify  imports  for  statistical  as  well  as  for 
duty  purposes. 

The  committee  recognizes  that  the  provisions  of  title  III  of  H.R. 
17550  will  have  a  significant  impact  upon  the  Bureau  of  Customs, 
and  that  substantial  additional  staffing  in  customs  will  be  necessary 
to  assure  the  collection  of  accurate  import  trade  data. 

This  new  statistical  requirement  is  in  no  way  intended  to  be  an 
impediment  to  trade.  Rather,  it  is  intended  to  provide  necessary  in- 
forrnation  as  to  trade  that  is  taking  place,  to  the  long  run  interest  of 
foreign  exporting  and  domestic  busmess,  both  importer  and  producer. 

It  is  recognized  that  the  information  not  previously  required  will 
entail  some  burden  on  those  in  the  trade,  at  least  initially.  In  this 
regard,  the  importer  community  can  do  much  to  mitigate  the  initial 
burden  by  informing  their  suppliers  abroad  of  the  types  of  information 
necessary  for  the  purpose  at  hand,  i.e.,  information  sufficient  to  classi- 
fy products  according  to  the  TSUSA. 

Foreign  Trade  Statistics 
(Sec.  376  of  the  bill) 

Current  trade  statistics  tend  to  distort  and  mislead  the  general 
public  and  foreign  nations  as  to  the  true  state  of  the  U.S.  international 
economic  competitive  position.  U.S.  export  data  include  nonremunera- 
tive  foreign  aid  and  P.L.  480  sales,  and  to  this  extent  they  ovei state 
our  competitive  position  in  world  markets.  Also,  U.S.  import  data, 
unlike  those  of  over  100  other  countries,  are  tabulated  on  the  basis 
of  their  value  at  the  foreign  port  (free  on  board  or  f.o.b.) 

The  United  Nations  and  the  International  Monetary  Fund  recom- 
mend that  import  data  for  all  countries  be  compiled  to  include  the 
cost  of  insurance  and  freight  (cost,  insurance  and  freight  or  c.i.f. 
system) . 

The  committee  amendment  requires  the  Secretary  of  Commerce  to 
publish  all  trade  statistics  to  show  with  respect  to  imports:  (1)  The 
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value  of  imported  articles  in  terms  of  their  dutiable  value  at  the 
foreign  port  (f.o.b.) ;  and  (2)  the  c.i.f.  of  such  value  of  imports,  includ- 
ing the  costs  of  insurance  and  freight  and  all  other  handling  and  other 
costs  involved  in  shipping  and  importing  an  article  into  the  customs 
territory  of  the  United  States. 

With  respect  to  expoits,  the  Secretary  of  Commeice  shall  state 
separately  from  the  total  value  of  all  exports:  (1)  The  value  of  agri- 
cultural commodities  under  the  Agricultural  Trade  Development  and 
Assistance  Act  of  1954  as  amended;  (2)  The  total  amount  of  all 
export  subsidies  paid  to  exporters  by  the  United  States  under  such 
Act  for  the  exportation  of  such  commodities;  and  (3)  the  value  of 
goods  exported  under  the  Foreign  Assistance  Act  of  1961. 

Under  the  Committee  amendment,  the  Secretary  of  the  Treasury 
would  be  responsible  for  collecting  all  information  concerning  ship- 
ping, insurance  and  other  costs,  and  forwarding  that  information  on  a 
monthly  basis  to  the  Secretary  of  Commerce,  along  mth  the  regular 
f.o.b.  value  information.  The  Secretaries  of  State  and  Agriculture  will 
also  collect  export  information  relating  to  A.I.D.  and  P.L.  480  trans- 
actions, and  will  send  those  data  on  a  monthly  basis  to  the  Secretary 
of  Commerce.  The  Secretary  of  Commerce  will  be  responsible  for  the 
tabulation  and  publication  of  those  data  which  would  show,  with 
respect  to  all  import  data,  c.i.f.  values  along  with  f.o.b.  values,  and 
with  respect  to  export  totals,  all  those  exports  not  financed  by  A.I.D. 
and  P.L.  480  funds  and  other  Government  grant  programs. 

These  changes  in  the  method  of  tabulating  U.S.  trade  statistics 
will  make  U.S.  trade  statistics  more  comparable  mth  those  of  foreign 
countries  and  will  give  a  more  accurate  picture  of  the  competitive 
position  of  the  United  States  in  world  trade. 

The  committee  would  expect  the  Secretary  of  Ti^easury  to  fully 
cooperate  with  the  Secietary  of  Commerce  in  gathering  the  necessary 
data  and  making  it  available  to  the  Department  of  Commerce. 

Meat  Import  Quotas 
(Sec.  377  of  the  bill) 

Section  377  of  title  III  of  the  bill  amends  the  meat  quota  provision 
in  Public  Law  88-482  to:  (1)  provide  for  a  quarterly  allocation  of 
meat  imports  and  (2)  close  a  loophole  in  the  present  law  relating  to 
certain  ''prepared"  beef  and  veal  of  a  fresh,  chilled  or  frozen  state. 

Quarterly  quotas  will  help  avoid  the  sharp  fluctuations  in  imported 
meats  which,  in  the  past,  have  disrupted  the  United  States  market. 
These  sharp  fluctuations  have  not  only  disrupted  domestic  market 
conditions,  but  also  have  worked  severe  hardship  on  cattle  producers 
in  the  major  exporting  countries.  In  1968,  1969,  and  1970  heavy  meat 
imports  into  this  country  in  the  early  part  of  the  year  caused  cut- 
backs in  exports  by  those  nations  in  the  latter  months  of  those  years. 
In  1970  the  heavy  imports  of  meat  into  the  United  States  during  the 
early  months  of  the  year  threatened  to  exhaust  the  quota  early  in  the 
year  and  served  to  ''trigger"  the  more  restrictive  quotas  under  P.L. 
88-482.  The  quotas  were  suspended  by  the  President  under  authority 
granted  to  him  by  P.L.  88-482,  and  a  voluntary  restraint  system  was 
substituted.  The  Committee  felt  that  quarterly  quotas  would  have  a 
stabiHzing  influence  on  the  domestic  beef  cattle  industry  as  well  as 
on  foreign  cattle  producers  who  will  be  able  to  plan  their  marketing 
on  an  orderly  basis. 
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The  committee  also  included  item  107.6020  in  the  meat  import 
quota  provisions.  This  involves  certain  ''prepared"  fresh,  chilled  or 
frozen  beef  and  veal,  the  imports  of  which  during  the  base  period 
(1959-1963)  averaged  1.3  million  pounds.  It  was  brought  to  the 
committee's  attention  that  earlier  in  1970  certain  countries  began  to 
''prepare"  fresh,  chilled  or  frozen  beef,  by  cutting  or  slicing  this  meat 
into  pieces,  in  order  to  avoid  counting  these  meats  against  their 
quota  allocations.  This  avoidance  practice  threatened  to  grow  to  the 
point  where  by  simple  manipulation  of  meat,  an  exporting  country 
could  have  avoided  the  quotas  altogether,  unless  the  practice  was 
stopped. 

Trade  With  Foreign   Countries   Permitting  Uncontrolled 
Production  of  or  Trafficking  in  Certain  Drugs 

(Sec.  378  of  the  bill) 

Under  section  378  the  President  would  be  authorized  to  impose  an 
embargo  or  suspension  of  trade  with  a  nation  which  permits  uncon- 
trolled or  unregulated  production  or  trafficking  in  opium,  heroin,  or 
other  poppy  derivatives  in  a  manner  to  permit  these  drug  items  to 
fall  into  illicit  commerce  for  ultimate  disposition  and  use  in  this 
country. 

The  committee  is  greatly  concerned  that  certain  countries  which 
commercially  produce  poppies  for  pharmaceutical  uses,  have  not 
adequately  controlled,  regulated  or  otherwise  policed  surplus  poppy 
crops  which  eventually  have  fallen  into  illicit  commerce  in  a  derivative 
form  for  ultimate  disposition  and  use  in  the  United  States. 

The  language  in  this  provision  is  designed  to  give  the  President 
the  authority  to  restrain  trade  with  any  nation  which  does  not  exhibit 
a  willingness  to  control  illegal  production  or  trafficking  in  opium  or 
heroin.  The  testimony  of  John  E.  Ingersoll,  Director,  Bureau  of 
Narcotics  and  Dangerous  Drugs,  Department  of  Justice,  established 
that  the  great  preponderance  of  illicit  heroin  entering  the  U.S.  results 
from  diversion  of  Turkish  produced  opium  and  its  processing  into 
heroin  in  southern  Europe  and  elsewhere  in  the  Middle  East. 

We  are  pleased  that  on  its  own  initiative,  Turkey  has  set  in  train 
a  series  of  actions  aimed  at  minimizing,  or  eliminating,  the  harmful 
effects  of  Turkish  opium  in  the  world.  The  committee  has  baen  advised 
that  by  1971  Turkey  will  have  reduced  to  four  (from  21  in  1967)  the 
number  of  provinces  where  farmers  may  grow  opium  poppies,  and  that 
production  will  be  limited  to  a  more  easily  controlled  area.  The  com- 
mittee has  also  been  advised  that  Turkey  is  making  intensive  efforts 
to  keep  its  opium  out  of  illicit  channels,  that  the  amounts  should  be 
substantially  reduced  this  year,  and  that  it  is  in  the  process  of  enacting 
legislation  providing  for  better  control. 

It  is  noted  that  the  French  Government  is  also  cooperating  to 
bring  a  halt  to  the  illicit  processing  and  merchandizing  of  heroin  on 
French  territory  which  eventually  finds  its  way  into  the  United  States, 
creating  a  drug-abuse  problem  which  is  controllable  with  this  kind  of 
cooperation  from  abroad.  The  best  place  to  control  the  critical  drug 
problem  in  the  United  States  is  at  the  source  of  supply. 
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H.  PROVISIONS  OF  HOUSE-PASSED  TRADE  ACT  OF  1970  NOT  INCLUDED 
IN  SENATE  AMENDMENT 

Certain  Classification  by  the  Secretary  of  Agriculture 

Section  342  of  the  House  version  of  the  Trade  Act  of  1970  would  have 
provided  that  the  Secretary  of  Agriculture  rather  than  the  Secretary 
of  the  Treasury  shall  have  the  final  administrative  responsibility  for 
classifying  certain  articles  subject  to  import  restrictions  under  Section 
22  of  the  Agricultural  Adjustment  Act,  as  amended. 

The  committee  felt  that  classification  of  imported  materials  was 
properly  a  function  of  the  Bureau  of  Customs  under  the  Secretary  of 
the  Treasury.  Furthermore,  the  committee  was  concerned  that  trans- 
ferring the  jurisdiction  for  classification  of  certain  agricultural  products 
to  the  Secretary  of  Agriculture  could  lead  to  demands  to  transfer 
jurisdiction  for  classification  of  certain  industrial  products  which  are 
under  import  restrictions  to  the  Secretary  of  Commerce.  The  agency 
administering  quotas  could  be  under  severe  pressure  to  continually 
change  the  import  classification  system,  which  could  have  a  deleterious 
effect  on  foreign  trade. 

Repeal  of  the  American  Selling  Price  (ASP)  System  of  Valuing 
Certain  Imported  Articles 

The  House  version  of  the  Trade  Act  of  1970  would  have  authorized 
the  President  to  proclaim  certain  modifications  in  the  Tariff  Schedules 
of  the  United  States  resulting  from  two  agreements  concluded  during 
the  Kennedy  Round  relating  to  the  application  of  ASP  to  certain 
chemicals,  canned  clams,  and  wool-knit  gloves.  Rabbsr-soled  foot- 
wear, which  is  also  subject  to  the  ASP  system  of  valuation,  would  not 
have  been  affected  by  the  House  provisions. 

During  the  Kennedy  Round,  the  Committee  on  Finance  and  the  full 
Senate,  concerned  that  U.S.  trade  negotiators  would  exceed  the 
authority  granted  them  by  the  Trade  Expansion  Act  of  1962,  approved 
a  resolution  which,  in  effect,  expressed  the  intent  that  the  U.S.  trade 
negotiators  should  not  exceed  the  authority  granted  to  the  President 
by  the  Trade  Expansion  Act  of  1962.  Unfortunately,  the  President's 
Special  Trade  Representative  did  not  heed  the  advice  of  the  Senate 
with  respect  to  ASP  and  the  International  Antidumping  Code.  The 
Congress  has  acted  to  make  those  provisions  of  the  International 
Antidumping  Code  which  conflict  with  U.S.  law,  null  and  void.  The 
committee  did  not  feel  that  the  Senate  would  be  consistent  if  it 
approved  an  ASP  agreement  which  it  told  the  U.S.  negotiators  not 
to  negotiate  in  the  first  place. 

Moreover,  the  committee  did  not  believe  that  the  United  States 
received  reciprocity  in  the  ASP  negotiation  or  that  the  loss  of  jobs  in  j 
the  benzenoid  sector  of  the  chemical  industry  which  would  have 
resulted  from  the  elimination  of  ASP,  would  have  been  offset  by  gains  ■ 
in  employment  in  other  sectors  of  the  chemical  industry. 

Domestic  International  Sales  Corporations  j 

i 

The  House-passed  Trade  bill  (H.R.  18970)  contains  in  title  IV 
provisions  relating  to  a  domestic  international  sales  corporation 
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(DISC)  designed  to  provide  United  States  income  tax  treatment  for 
export  transactions  similar  to  that  applicable  to  profits  derived  from 
overseas  manufacture. 

The  basic  objective  of  the  provision,  as  stated  by  the  Administra- 
tion and  in  the  House  Committee  report  was  to  eliminate  the  present 
disadvantage  under  Federal  income  tax  law  that  exists  for  manufac- 
turing in  the  United  States  for  export  and  favors  manufacturing 
abroad.  The  use  of  a  domestic  corporation  as  a  sales  subsidiary  in- 
stead of  a  foreign  corporation  was  said  to  simplify  administration 
both  for  taxpayers  and  for  the  Internal  Revenue  Service,  since  it  would 
permit  books  and  records  to  be  maintained  in  the  United  States  in 
English  under  our  own  corporate  laws  and  accounting  principles. 

Your  committee  is  concerned  with  the  income  tax  status  of  American 
exports  as  contrasted  with  that  of  goods  produced  abroad  by  foreign 
companies,  whether  or  not  controlled  by  Americans.  It  is  also  con- 
cerned with  tax  practices  in  foreign  countries  giving  advantages 
to  their  exporters.  Your  committee  is  not  satisfied,  however,  that 
the  DISC  proposal  is  the  best  method  of  dealing  with  any  imbalance 
that  now  exists,  and  believes  that  further  consideration  should  be 
given  to  the  matter  at  an  early  date.  Your  committee  is  concerned 
among  other  matters,  with  the  validity  of  the  present  GATT  distinc- 
tion in  treatment  of  direct  and  indirect  taxes  on  export  and  imports, 
and  in  particular  with  the  present  failure  to  allow  any  rebates  on 
exports  for  corporate  income  taxes  paid  on  export  sales  profits.  The 
time  available  since  the  trade  bill  was  referred  to  your  committee 
has  not  permitted  the  thorough  review  that  it  considers  essential 
to  a  resolution  of  the  issues  involved. 

Accordingly,  your  committee  has  not  included  in  the  present  bill 
the  DISC  provisions  of  H.R.  18970,  but  has  deferred  the  subject 
matter  for  further  consideration  early  in  the  next  Congress.  At  that 
time  the  Administration  and  the  committee  staff  will  be  asked  to 
present  studies  of  various  alternative  proposals  for  dealing  with  the 
subject  and  further  comments  from  public  witnesses  will  be  solicited. 

I.  OTHER  TRADE  MATTERS 

There  are  a  number  of  trade  issues  on  which  the  committee  has 
no  legislative  proposal  at  this  time,  but  on  which  the  committee  does 
have  certain  views. 

U.S.  Agricultural  Exports 

For  some  time  the  committee  has  been  seriously  distrubed  by  the 
agricultural  policies  of  some  of  our  trading  partners.  These  policies 
are  hurting  U.S.  faim  product  exports  in  two  major  ways.  First, 
variable  levies  of  the  EEC  countries  are  the  most  protective  device 
ever  devised,  except  for  an  embargo.  They  effectively  shield  the 
European  market  from  outside  competition  and,  when  coupled  with 
high  domestic  price  supports,  cause  serious  disruption  of  third  country 
markets  as  well.  U.S.  exports  of  agricultural  commodities  to  the 
European  Common  Market  subject  to  the  variable  levy,  have  de- 
clined by  47  percent  since  1966.  And,  surpluses  stimulated  by  high 
prices  in  the  protected  countries  are  being  moved  into  world  trade 
channels  through  use  of  heavy  subsidies. 
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The  failure  of  others  to  mitigate  the  impact  their  agricultural 
policies  are  having  on  the  world  is  a  matter  of  deep  concern.  U.S. 
imports  of  competitive  agricultural  products  over  the  same  period 
have  increased  by  15  percent.  European  Community  grain  policies 
have  resulted  in  a  drop  in  European  Community  net  imports  from  12 
million  tons  to  less  than  2  million  tons  over  the  last  3  years.  This  has 
had  significant  repercussions  on  world  trade.  Moves  by  the  United 
Kingdom  toward  increased  agricultural  protectionism  and  the  prospect 
of  increased  reliance  on  a  variable  levy  system  have  also  contributed 
to  growing  world  agricultural  isolationism.  We  cannot  hope  for  a 
better  climate  until  the  current  trends  in  agricultural  policy  are 
arrested.  Specifically,  the  price  of  grains  in  Europe  needs  to  be  sig- 
nificantly reduced  and  subsidies  need  to  be  limited.  The  further 
extension  of  restrictionist  policies  to  other  products  would  be  very 
damaging.  Any  impediment  to  access  for  soybeans  and  soybean 
products  would  be  of  great  concern.  The  committee  would  expect 
the  President  to  use  every  power  granted  to  him  by  this  and  other 
acts,  including  retaliatory  power  of  section  252  of  the  Trade  Expan- 
sion Act  to  negotiate  the  reduction  and  discrimination  in  the  variable 
levy  system. 

Voluntary  Steel  Arrangement 

Among  those  industry  situations  reviewed  by  the  committee  in 
terms  of  rapidly  increasing  imports  and  rising  proportion  of  domestic 
market  accounted  for  by  imports  is  the  position  of  the  domestic  steel 
industry.  The  attention  of  the  committee  has  been  called  to  the  fact 
that  the  voluntary  arrangements  entered  into  by  the  European  Coal 
and  Steel  Community  and  Japanese  steel  producers  are  to  remain  in 
effect  until  the  end  of  1971.  It  is  understood  that  these  arrangements 
provide  for  annual  increases  in  exports  to  the  United  States  and  in- 
volve a  commitment  to  maintain  both  product  and  geographic  distribu- 
tion patterns  based  on  trade  prior  to  the  undertaking  by  the  foreign 
steel  producers.  We  believe,  based  on  an  extensive  staff  study  of  the 
stee]  import  problem,  that  this  arrangement  was  necessary  to  forestall  a 
serious  deterioration  in  the  domestic  steel  market  insofar  as  domestic 
steel  producers  are  concerned.  Accordingly,  it  is  the  sentiment  of  the 
committee  that  the  administration  should  endeavor  to  have  these 
voluntary  undertakings  extended  and  improved  in  order  to  assure  a 
stable  domestic  steel  industry  and  an  adequate  supply  of  steel  for  the 
American  economy  in  the  future.  It  is  hoped  that  the  problems  of 
international  marketing  of  steel  as  recognized  by  the  voluntary 
arrangement,  w^ould  also  be  recognized  by  the  steel  industries  in 
countries  not  party  to  the  agreement,  particularly  those  which  export 
substantial  quantities  of  carbon  and  specialty  steel  products  to  the 
United  States.  It  is  the  Committee's  view  that  specialt}^  steels  should 
be  included  within  the  terms  of  these  voluntar}^  agreements. 

International  Labor  Standards 

The  committee  is  very  much  aware  of  the  employment  problems 
that  can  result  from  economic  adjustments  created  by  present  trends 
both  in  imports  into  the  United  States  and  foreign  investment 
decisions  involving  shifts  of  productive  capacity  abroad. 
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The  huge  differentials  which  exist  between  U.S.  wage  costs  and 
those  of  many  other  countries  pose  extremely  difficult  competitive 
problems  for  some  domestic  industries,  as  the  committee  has  recognized 
in  the  temporary  measures  provided  for  in  title  II  with  regard  to 
text'le  and  footwear.  With  widespread  availability  of  technology  and 
capital  large  differences  in  labor  costs  cannot  easily  be  offset  bv 
productivity  differentials. 

The  committee  has  in  its  amendments  of  the  tariff  adjustment 
provisions  also  provided  means  whereby  serious  injury  stemming 
:rom  such  wage  different"  als  can  be  dealt  with  on  a  temporary  basis 
giving  time  for  the  adjustment  process.  For  the  long  run,  however, 
the  committee  feels  that  t  is  in  the  interest  of  trade  liberalization  and 
expansion  that  the  trade  agreements  program  include  formal  pro- 
cedures under  which  unfair  labor  conditions  can  be  dealt  with. 

The  committee  concurs  with  the  House  in  the  bel'ef  that  the 
President  as  soon  as  practicable  should  take  steps  mth  respect  to  trade 
agreements  which  would  lead  to  the  elimination  of  unfair  labor  con- 
ditions which  substantially  disrupt  international  trade.  Machinery 
should  be  set  up  in  trade  agreements  to  which  the  United  States  is  a 
party  which  would  include:  (1)  the  recognition  of  principles  with 
respect  to  earnings,  hours,  and  conditions  of  employment  of  workers; 
(2)  the  development  of  a  complaint  procedure  under  which  situations 
of  unfair  labor  conditions  affecting  international  trade  could  be  brought 
before  the  parties  to  the  agreement  for  appropriate  remedial  action; 
and  (3)  the  establishment  of  a  system  of  periodic  reports  by  all  parties 
to  the  agreements  on  earnings,  hours,  and  conditions  of  employment 
for  the  workers  in  the  exporting  industries  of  the  countries  involved. 

Tariff  Disparities 

Tariff  rates  vary  widely  from  country  to  country  on  the  same 
article  of  commerce.  For  example,  the  duty  on  automobiles  in  Japan 
and  Canada  is  17.5  percent  ad  valorem;  in  the  European  Community, 
it  is  22  percent  ad  valorem  and  in  the  United  Kingdom  it  is  about  15 
percent  ad  valorem.  The  U.S.  duty  on  automobiles  is  only  4  percent 
ad  valorem. 

In  many  instances,  nontariff  barriers  such  as  road  taxes,  border 
taxes,  "uplift"  taxes  and  safety  standards  clearly  add  further  dis- 
crimination against  American  commerce.  The  committee  has  directed 
the  Tariff  Commission  to  do  a  thorough  study  on  the  tariff  disparity 
issue,  which  would  also  investigate  the  tariff  and  nontariff  barriers  in 
each  category  of  articles.  The  committee  feels  that  the  results  of  this 
study  could  lead  to  negotiating  proposals  which  would  aim  at  greater 
equality  in  tariff  levels  on  a  product-by-product  basis  for  principal 
trading  nations. 

Articles  Assembled  Abroad  With  U.S.  Components 

The  committee  received  a  great  deal  of  material  with  respect  to 
the  repeal  of  item  807.00  of  the  tariff  schedules.  During  the  period 
1966  through  1969,  the  total  value  of  imports  under  item  807.00  and 
806.30,  a  similar  provision  which  provides  for  a  partial  exemption  from 
duty  for  U.S.  articles  of  metal  exported  for  processing  and  reimported 
for  further  processing,  rose  from  $953  milhon  to  $1.8  billion.  Such  a 
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growth  in  the  use  of  these  tariff  provisions  is  an  indication  of  the 
economic  force  at  work,  particularly  with  regard  to  labor  costs  in  labor 
intensive  operations. 

The  committee  recognizes  that  in  some  United  States  firms  the 
provisions,  which  have  the  effect  of  providing  a  tariff  preference  for 
products  containing  U.S.  materials,  improve  the  competitive  position 
of  the  U.S.  firms  vis-a-vis  products  of  wholly  foreign  origin.  In  some 
respects  the  competitive  position  of  the  domestic  firms  can  be  im- 
proved to  the  extent  of  providing  an  encouragement  to  United  States 
exports.  On  the  other  hand,  the  committee  is  seriously  concerned 
that  the  duty  advantage  may  have  the  effect  of  encouraging  the 
exports  of  job  opportunities  from  the  United  States,  particularly  in 
those  operations  which  are  labor  intensive. 

The  President  requested  last  year  that  the  U.S.  Tariff  Commission 
make  a  study  of  these  two  pro\dsions,  and  the  results  of  that  study  were 
sent  to  the  President  on  September  30,  1970.  The  Tariff  Commis- 
sion study  recognized  that  the  pro^dsion  creates  opportunities  in  both 
directions — increased  assembly  operations  abroad  and  increased  U.S. 
exports  and  employment  opportunities  in  cases  where  the  whole 
manufacturing  plant  would  have  moved  abroad  to  take  advantage 
of  lower  labor  costs.  As  a  result,  the  committee  has  determined  not 
to  propose  any  changes  in  the  existing  provisions.  At  the  same  time, 
the  committee  would  urge  that  those  appropriate  agencies  in  the 
executive  branch  promptly  re^dew  the  Tariff  Commission  report  and 
submit  to  the  Congress  recommendations  as  may  be  needed  to  assure 
that  the  use  of  these  provisions  mil  not  endanger  the  overall  job 
opportunities  of  U.S.  workers,  or  encourage  working  conditions 
abroad  inconsistent  with  the  improvement  of  labor  standards  in  the 
United  States  and  in  other  countries. 

Other  Barriers  to  Trade 

Further  trade  liberahzation  is  dependent  upon  the  dismanthng  of 
the  many  unjustifiable  and  uneconomic  burdens  on  world  commerce. 
The  failure  to  deal  mth  non-tariff  barriers  is  threatening  the  basic 
foundation  of  reciprocity  and  what  the  United  States  beheved  to  be  a 
mutually  beneficial  exchange  of  tariff  concessions  in  past  negotiations. 
Despite  continued  efforts  in  the  General  Agreement  on  Tariffs  and 
Trade  and  other  internationl  forums,  including  the  OECD,  and  in 
bilateral  discussions,  insulficient  progress  is  being  made  in  reducing  or 
eliminating  such  barriers  to  international  trade.  The  committee  has 
recognized  this  gro^^dng  problem  in  its  amendments  to  section  252  of 
the  Trade  Expansion  Act. 

There  is  much  that  can  and  should  be  done  in  lifting  the  burdens 
from  U.S.  exports,  and  the  administration  should  vigorously  pursue 
this  goal  in  discussions  with  our  trading  partners.  One  of  the  difficulties 
is  that  the  administration  does  not  appear  either  to  have  a  clear 
negotiating  position  on  many  of  the  outstanding  non-tariff  barriers 
of  our  trading  partners,  or  to  have  a  shopping  list  of  priorities  and  a 
method  of  negotiating  to  deal  with  these  problems. 

Unlike  tariffs,  prior  Congressional  delegation  of  authority  to  the 
President  to  reduce  barriers  to  trade,  other  than  tariffs,  is  difficult 
to  embody  in  legislation  because  these  restrictions  often  have  their 
roots  iti  purely  domestic  concerns  that  are  only  indirectly  related  to 
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foreign  trade  and  are  imbedded  in  domestic  laws  and  practices.  Many 
such  barriers  would  require  legislative  action  to  accomplish  their 
removal.  To  some  degree,  the  nature  of  such  actions  might  not  finahy 
be  clear  until  negotiations  had  shown  what  is  possible. 

In  view  of  these  difficulties,  the  committee  does  not  consider  it 
appropriate  or  feasible  to  consider  legislation  regarding  the  inter- 
national negotiations  on  barriers  to  trade  other  than  tariffs  until  the 
specific  details  of  such  legislation  are  clear.  In  this  respect,  representa- 
tives of  the  executive  branch  should  consult  with  this  committee  and 
such  other  committees  of  the  Congress,  as  may  be  appropriate,  in  the 
examination  of  possible  changes  in  domestic  law  which  might  be  called 
for  as  a  result  of  international  negotiations  in  order  to  benefit  from 
Congressional  views  on  the  future  development  of  acceptable  standards 
of  conduct  in  international  trade  practices.  Subject  to  such  con- 
sultation and  in  consideration  of  the  subsequent  enactment  of  any 
necessary  implementing  legislation,  the  President  should  continue  to 
discuss  with  other  countries  the  means  by  which  barriers  to  trade, 
other  than  tariffs,  can  be  reduced  or  eliminated. 

In  addition,  the  committee  believes  that  the  international  harmo- 
nization of  standards  for  industrial  and  agricultural  products  and  the 
adoption  of  common  quality  assurance  and  certification  schemes  merit 
immediate  consideration.  Decisions  being  made  oday  with  respect  to 
international  harmonization  of  product  standards  are  extremely  im- 
portant to  the  future  growth  of  U.S.  exports.  Producers,  for  example, 
can  manufacture  a  single  model  that  will  meet  the  requirements  of 
many  countries  instead  of  having  to  manufacture  several  models  to 
meet  varying  national  standards  requirements.  And  mutual  recogni- 
tion of  quality  testing  saves  producers  the  expense  and  time  involved 
in  undergoing  tests  in  each  market.  But  if  these  arrangements  are 
exclusive,  they  become  trade  barriers  by  discriminating  against  the 
product  of  third  countries.  The  ''Tripartite"  agreement  among 
European  electrical  producers  appears  to  be  such  a  discriminatory 
device.  To  prevent  such  discrimination  and  to  fully  enjoy  their  bene- 
fits countries  willing  and  able  to  assume  the  responsibilities  of  member- 
ship should  be  free  to  join  in  these  undertakings. 

In  order  for  the  United  States  to  effectively  participate  in  interna- 
tional harmonization  and  certification  schemes  there  must  be  full 
cooperation  and  coordination  between  government  and  industry  in 
standard  matters. 

Both  government  and  industry  should  now  take  whatever  steps  are 
necessary  to  ensure  that  U.S.  exports  are  not  denied  the  opportunities 
offered  by  international  efforts  directed  toward  standards  harmoniza- 
tion and  certification.  In  particular,  this  will  require  adequate  funding 
of  U.S.  participation  in  international  standards  writing  and  insuring 
that  the  United  States  possesses  the  institutional  facilities  necessary 
to  take  part  in  testing  and  certification  arrangements.  The  Depart- 
ment of  Commerce  is  the  logical  agency  within  the  U.S.  Government 
to  initiate  and  coordinate  these  efforts  as  they  relate  to  industrial 
products. 

Study  of  Meat  Imports 

With  respect  to  the  meat  import  situation,  there  appear  to  be 
some  controversy  as  to  whether  there  is  a  change  in  the  composition  of 
beef  imports.  The  Tariff  Commission  is  presently  working  on  a 
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survey  of  markets  for  imported  beef.  Since  information  will  be  avail- 
able to  the  Department  of  Agriculture  from  the  Commission,  and  other 
sources,  the  committee  requests  that  the  Department  of  Agriculture 
provide  it  with  a  study  on  imported  meat. 

J.  TECHNICAL  EXPLANATION  OF  THE  AMENDMENT 

Section  1.  Short  title 

Section  1  of  the  bill  provides  that  the  bill  when  enacted  may  be 
cited  as  the  ''Trade  Act  of  1970". 

PART  A— AMENDMENTS  TO  THE  TRADE  EXPANSION 

ACT  OF  1962 

Subpart  1 — Trade  Agreements 

Section  SOI.  Basic  Authority  for  Trade  Agreements 

Section  301(a)  of  the  bill  amends  section  201(a)(1)  of  the  Trade 
Expansion  Act  of  1962  (hereinafter  in  this  explanation  referred  to 
as  ''1962  Act")  so  as  to  extend  until  the  close  of  June  30,  1975,  the 
period  during  which  the  President  may  enter  into  trade  agreements 
with  foreign  countries  and  instrumentalities  under  the  1962  Act. 

Section  301(b)  of  the  bill  amends  section  201(b)(1)  of  the  1962 
Act  to  provide  that  no  proclamation  made  by  the  President  to  carry 
out  any  trade  agreement  entered  into  during  the  period  July  1,  1967, 
through  June  30,  1975,  may  decrease  any  rate  of  duty  to  a  rate  below 
the  lower  of  (1)  the  rate  20  percent  below  the  rate  existing  on  July  1, 
1967  (as  defined  in  section  301(d)  of  the  bill) ;  or  (2)  the  rate  2  percent 
ad  valorem  (or  ad  valorem  equivalent)  below  the  rate  existing  on  July 
1,  1967. 

Section  301(c)  amends  section  201  of  the  1962  Act  to  provide  that 
no  proclamation  pursuant  to  subsection  (a)  shall  be  made  in  order  to 
carry  out  a  trade  agreement  entered  into  after  June  30,  1967,  and  before 
July  1,  1975,  except  to  proclaim  (1)  increased  or  additional  import 
restrictions  or  (2)  such  modifications  as  may  be  necessary  to  fulfill 
concessions  granted  as  compensation  for  import  restrictions  imposed 
by  the  United  States. 

Section  301(d)  amends  sections  202,  211  (a)  and  (e),  212,  213(a), 
and  221  of  the  1962  Act.  These  sections  provided  that  the  limits  on 
the  authority  contained  in  section  201(b)(1)  of  the  1962  Act  were 
not  to  apply  in  specified  cases  (so  that  the  rate  of  duty  could  have 
been  reduced  to  zero).  The  specified  cases  were  articles  having  a  1962 
rate  of  duty  of  5  percent  ad  valorem  or  less,  articles  in  any  category 
for  which  the  United  States  and  the  European  Economic  Com- 
munity accounted  for  80  percent  or  more  of  the  aggregated  world 
export  value  of  all  such  articles,  and  certain  agricultural,  tropical 
agricultural,  and  forestry  commodities.  These  amendments  make  it 
clear  that  these  exceptions  waiving  the  limitations  on  the  decreases 
in  duty  will  not  apply  to  the  new  authority  granted  by  the  bill. 

Section  301(e)  of  the  bill  amends  section  256  of  the  1962  Act  to  i 
provide  that  the  rate  of  duty  "existing  on  July  1,  1967"  which  may  j 
be  reduced  for  the  purposes  of  carrying  out  a  trade  agreement  entered 
into  on  or  after  such  date  is  the  lowest  nonpreferential  rate  of  duty 
(however,  established,  and  even  though  temporarily  suspended  by 
Act  of  Congress  or  otherwise)  existing  on  such  date  or  (if  lower)  the 
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lowest  nonpreferential  rate  to  which  the  United  States  was  committed 
on  July  1,  1967,  and  with  respect  to  which  a  proclamation  was  in 
effect  on  July  1,  1970. 

Section  302.  Staging  Requirements 

Subsections  (a)  and  (b)  of  section  302  of  the  bill  amend  subsections 
(a)  and  (c)  of  section  253  of  the  1962  Act  so  as  to  apply  the  staging 
requirements  therein  only  to  rate  reductions  made  pursuant  to  trade 
agreements  entered  into  under  such  Act  before  July  1,  1967. 

Section  302(c)  of  the  bill  redesignates  subsection  (d)  of  such  section 
253  as  subsection  (e)  and  adds  a  new  subsection  (d)  which  provides 
that  any  rate  reduction  made  pursuant  to  a  trade  agreement  entered 
into  under  the  amendment  made  by  section  301(a)  of  the  bill  cannot 
take  effect  more  rapidly  than  if  it  took  effect  in  two  equal  installments 
with  1  year  intervening  between  the  installments.  New  section  253(d) 
also  provides  that  in  applying  such  staging  requirements,  any  reduc- 
tions with  respect  to  an  article  made  under  a  trade  agreement  entered 
into  before  July  1,  1967,  and  which  have  not  taken  effect  on  the  date 
of  the  first  proclamation  under  a  new  agreement  are  to  be  included 
within  the  aggregate  duty  reduction  made  with  respect  to  such  article 
under  the  new  agreement. 

Section  302(d)  of  the  bill  makes  technical  amendments  to  section 
253(e)  (as  redesignated  by  section  302(c)  of  the  bill). 

Section  303.  Foreign  Import  Restrictions  and  Discriminatory  Acts 

Section  252(a)(3)  of  the  1962  Act  is  amended  by  section  303(a) 
of  the  bill  to  strike  out  the  word  ''agricultural"  each  place  it  appears 
in  the  phrase  ''United  States  agricultural  products".  The  effect  of 
this  change  is  to  provide  that  the  President  may,  without  regard  to 
any  provision  of  a  trade  agreement,  impose  duties  or  other  import 
restrictions  on  the  products  of  a  foreign  country  in  order  to  obtain 
the  removal,  or  prevent  the  establishment,  of  unjustifiable  import 
restrictions  imposed  by  such  country  against  any  type  of  United 
States  product  (whether  or  not  agricultural)  and  to  provide  access  for 
any  such  product  to  the  markets  of  such  country  on  an  equitable  basis. 

Section  303(b)  of  the  bill  amends  section  252(b)  of  the  1962  Act  to 
provide  that  the  action  provided  for  in  such  section  252(b)  (that  is, 
the  suspension,  withdrawal,  or  prevention  of  the  application  of  the 
benefits  of  trade  agreement  concessions;  the  refraining  from  proclaim- 
ing the  benefits  of  such  concessions;  or  the  imposition  of  duties  or  other 
import  restrictions  under  the  amendment  made  by  section  103(c)  of 
the  bill)  is  to  apply  in  the  case  of  any  foreign  country  the  products  of 
which  receive  the  benefits  of  trade  agreement  concessions,  if  such 
country  provides  subsidies  (or  other  incentives  having  the  effect  of 
subsidies)  on  its  exports  of  one  or  more  products  to  other  foreign  mar- 
kets which  unfairly  affect  the  sales  of  the  competitive  United  States 
product  or  products  to  those  other  foreign  markets. 

Section  303(c)  of  the  bill  further  amends  such  section  252(b)  to 
include  within  the  action  of  the  President  covered  by  section  252(b)  the 
imposition  of  duties  or  other  import  restrictions  on  the  products  of 
any  foreign  country  or  instrumentality  which  (1)  maintains  nontariff 
trade  restrictions,  (2)  engages  in  discriminatory  acts  or  policies  which 
substantially  or  unjustifiably  burden  United  States  commerce,  or 
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(3)  provides  subsidies  of  the  type  discussed  in  the  preceding  paragraph 
of  this  explanation,  when  the  President  deems  such  duties  and  other 
import  restrictions  to  be  necessary  and  appropriate  to  prevent  the 
estabhshment,  or  obtain  the  removal,  of  such  restrictions,  acts,  policies, 
or  subsidies  and  to  provide  access  for  United  States  products  to  foreign 
markets  on  an  equitable  basis. 

Section  303(d)  of  the  bill  amends  section  252(c)  of  the  1962  Act 
to  require  (rather  than  to  permit,  as  is  the  case  under  existing  section 
252(c))  the  President  to  take  action  (to  the  extent  that  such  action  is 
consistent  with  the  purposes  of  section  102  of  the  1962  Act)  under 
section  252(c)  if  a  foreign  country  maintains  unreasonable  import 
restrictions  which  directly  or  indirectly  substantially  burden  United 
States  commerce. 

The  amendment  by  section  303(e)  of  the  bill  to  such  section  252(c) 
makes  the  imposition  of  duties  or  other  import  restrictions  on  the 
products  of  the  foreign  country  concerned  a  third  alternative  course  of 
action  which  the  President  may  choose  to  use  in  the  case  of  such  coun- 
try. The  two  alternative  courses  available  under  present  law  are  (1)  to 
suspend,  withdraw,  or  prevent  the  application  of  benefits  of  trade 
agreement  concessions  to  products  of  such  country,  or  (2)  to  refrain 
from  proclaiming  benefits  of  trade  agreement  concessions  to  carry 
out  a  trade  agreement  with  such  country. 

Section  303(f)  amends  section  252(d)  oi  the  1962  Act  to  provide  that 
the  Secretary  of  Commerce  upon  the  request  of  any  interested  party 
shall  make  an  investigation  to  determine  whether  any  specified  restric- 
tion established  or  maintained  by,  act  engaged  in,  or  subsidy  provided 
by  a  foreign  country  constitutes  (1)  a  foreign  import  restriction  re- 
ferred to  in  subsection  (a),  (2)  a  non-tariff  trade  restriction,  discrimina- 
tory or  other  act,  or  subsidy  or  the  incentive  referred  to  in  subsection 
(b)  or  (3)  an  unreasonable  import  referred  to  subsection  (c),  and 
publish  the  findings  from  his  investigation  within  three  months  after 
the  complaint  was  filed.  If  the  Secretary  makes  an  affirmative  determi- 
nation, he  shall  so  report  to  the  President,  and,  after  negotiating  mth 
the  foreign  government,  the  President  shall  report  to  the  Congress, 
within  three  months  after  receiving  the  Secretary's  report,  any  actions 
taken  by  him  under  subsections  (a),  (b),  or  (c)  of  the  1962  Act  as 
amended. 

Section  303(g)  amends  the  heading  for  such  section  252  to  read 
"Foreign  Import  Restrictions  and  Discriminatory  Acts". 

Section  30 Jf..  Determinations  and  Import  Adjustments  for  Safeguarding 
National  Security 

Section  304(a)  of  the  bill  amends  section  232(b)  of  the  1962  Act  to 
provide  that  any  adjustment  of  imports  under  section  232  of  such  Act 
is  not  to  be  accomplished  by  the  imposition  or  increase  of  any  duty,  or 
of  any  fee  or  charge  having  the  effect  of  a  duty. 

Section  304(b)  of  the  bill  requires  the  Director  of  the  Office  of 
Emergency  Preparedness  to  make  a  determination  as  to  whether  an 
article  is  being  imported  in  such  quantities  or  under  such  circumstances 
as  to  threaten  to  impair  the  national  security  within  1  year  after  re- 
ceiving a  request  or  application  for  such  a  determination. 

Section  304(c)  applies  the  1-year  limitation  discussed  in  the  pre- 
ceding paragraph  to  requests  or  applications  received  by  the  Director 
of  the  Office  of  Emergency  Preparedness  on  or  after  January  1,  1968; 
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except  that  a  determination  with  respect  to  a  request  or  application 
received  after  that  date  and  more  than  1  year  before  the  date  of  the 
enactment  of  this  bill  must  be  made  by  the  Director  not  later  than  60 
days  after  such  date  of  enactment. 

Subpart  2 — Tariff  Adjustment  and  Adjustment  Assistance 

Section  311.  Petitions  and  Determinations 

Section  311(a)  of  the  bill  amends  section  301  of  the  1962  Act  in  its 
entirety. 

Section  301  (a)  (1)  of  the  1962  Act,  as  amended  by  the  bill,  is  the  same 
as  existing  section  301(a)(1)  which  provides  that  a  petition  for  tariff 
adjustment  under  section  351  of  the  Act  of  1962  may  be  filed  with  the 
Tariff  Commission  by  a  trade  association,  firm,  certified  or  recognized 
union,  or  other  industry  representative. 

Section  301(a)(2)  of  such  Act,  as  amended  by  the  bill,  provides  that 
petitions  for  determination  of  eligibility  to  apply  for  adjustment 
assistance  under  chapter  2  (firm  assistance)  or  chapter  3  (worker 
assistance)  of  title  III  of  the  1962  Act  may  be  filed  with  the  President. 
Under  existing  law,  such  petitions  are  filed  with  the  Tariff  Commis- 
sion. Section  301(a)(2)  as  amended  by  the  bill  also  provides  that  a 
petition  filed  by  or  on  behalf  of  a  group  of  workers  shall  apply  only 
with  respect  to  individuals  who  are,  or  who  have  been  within  1  year 
before  the  date  on  which  such  petition  is  filed,  employed  regularly  in 
the  firm  involved  as  full-time  or  part-time  employees. 

Subsection  (b)(1)  of  section  301,  as  amended  by  the  bill,  provides 
that  upon  the  request  of  the  President,  upon  resolution  of  either  the 
Committee  on  Finance  of  the  Senate  or  the  Committee  on  Ways  and 
Means  of  the  House  of  Representatives,  upon  its  own  motion,  or  upon 
the  filing  of  a  petition  under  section  301(a)(1),  the  Tariff  Commission 
is  to  promptly  make  an  investigation  to  determine  whether  an  article 
upon  which  a  concession  has  been  granted  under  a  trade  agreement  is, 
as  a  result,  in  whole  or  in  part,  of  the  duty  or  other  customs  treatment 
reflecting  such  concession,  being  imported  into  the  United  States  in 
such  increased  quantities,  either  actual  or  relative,  as  to  contribute 
substantially  (whether  or  not  such  increased  imports  are  the  major 
factor  or  the  primary  factor)  toward  causing  or  threatening  to  cause 
serious  injury  to  the  domestic  industry  producing  articles  like  or 
directly  competitive  with  the  imported  article. 

The  criterion  in  subsection  (b)(1),  as  amended,  for  determining 
whether  a  domestic  industry  is  being  injured  by  imports  differs  from 
that  in  existing  law  in  that  the  Tariff  Commission  presently  must 
determine  whether  as  a  result  in  major  part  of  concessions  granted 
under  trade  agreements,  the  article  in  question  is  being  imported  into 
the  United  States  in  such  increased  quantities  as  to  cause,  or  threaten 
to  cause,  serious  injury  to  the  domestic  industry  producing  an  article 
which  is  like  or  directly  competitive  with  such  imported  article.  Para- 
graph (3)  of  existing  section  301(b)  provides  that  for  purposes  of  exist- 
ing paragraph  (1)  increased  imports  are  to  be  considered  to  cause  (or 
threaten  to  cause)  serious  injury  when  the  Tariff  Commission  finds  that 
such  increased  imports  have  been  the  major  factor  in  causing  (or 
threatening  to  cause)  such  injury. 
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Section  301(b)(2),  as  amended  by  the  bill,  provides  that  in  making 
an  injury  determination  under  section  301(b)(1),  the  Tariff  Com- 
mission, without  excluding  other  factors,  is  to  take  into  considera- 
tion a  downward  trend  of  production,  prices,  profits,  or  wages  in 
the  domestic  industry  concerned,  a  decline  in  sales,  an  increase  in 
unemployment  or  underemployment,  an  increase  in  imports,  either 
actual  or  relative  to  domestic  production,  a  higher  or  growing  inven- 
tory, and  a  decline  in  the  proportion  of  the  domestic  market  supplied 
by  domestic  producers. 

Section  301(b)(3)  sets  forth  a  definition  of  "domestic  industry  pro- 
ducing articles  like  or  directly  competitive  with  the  imported  article" 
for  purposes  of  applying  subsection  (b)(1).  For  purposes  of  applying 
the  definition,  the  Tariff  Commission  is  required  (insofar  as  practi- 
cable) to  distinguish  or  separate  the  operations  of  producing  organi- 
zations involving  like  or  directly  competitive  articles  from  the  opera- 
tions of  such  organizations  involving  other  articles. 

Section  301  (by(4),  as  amended  by  the  bill,  provides  that  if  a  majority 
of  the  Commissioners  of  the  Tariff  Commission  who  are  present  and 
voting  on  the  issue  of  injury  under  section  301(b)(1)  make  an  af- 
firmative injury  determination,  then  the  Commissioners  making  such 
aflirmative  injury  determination  are  also  required  to  determine  under 
section  301(b)  (5)  whether  the  injury  to  the  industry  is  acute  or  severe, 
or  threatens  to  be  acute  or  severe  after  the  Commission  make  the 
determinations  relating  to  serious  injury  and,  if  affirmative,  to  acute 
or  severe  injury. 

Section  301(b)(4)  also  provides  that  those  Commissioners  making 
an  affirmative  determination  or  injury,  whether  serious,  severe  or 
acute  shall  also  determine  the  amount  of  the  increase  in,  or  imposition 
of,  any  duty  or  other  import  restriction  on  such  article  which  is 
necessary  to  prevent  or  remedy  the  injury  to  the  industry.  Any  such 
tfemedy  determination  by  a  majority  of  the  Commissioners  making  the 
affirmative  injury  determination  is  treated  as  the  remedy  determina- 
tion of  the  Tariff  Commission  for  the  purposes  of  title  III  of  the  1962 
Act  (principally  for  purposes  of  any  tariff  adjustment  action  taken 
under  section  351). 

Section  301(b)(5),  as  amended  by  the  bill,  sets  forth  procedures 
whereby  if  an  affirmative  injury  determination  is  made  by  the  Tariff 
Commission  under  section  301(b)(1),  the  Commissioners  voting  for 
such  determination  are  required  to  make  an  additional  determination. 
In  making  this  additional  determination,  such  Commissioners  look 
to  see  if  imports  are  increasing  to  the  point  where  they  are  (1)  acutely 
or  severely  injuring  a  domestic  industry  or  (2)  threatening  to  acutely 
or  severely  injure  a  domestic  industry. 

Section  301(b)(6),  as  amended  by  the  bill,  provides  that  if  the  Tariff 
Commission,  in  the  course  of  any  301(b)  investigation,  has  reason  to 
believe  that  the  increased  imports  are  attributable  in  part  to  circum- 
stances which  come  within  the  purview  of  the  Antidumping  Act, 
1921,  section  303  or  337  of  the  Tariff  Act  of  1930,  or  other  remedial 
provisions  of  law,  it  shall  promptly  notify  the  appropriate  agency 
and  take  such  other  action  as  it  deems  appropriate. 

Sections  301(b)  (7),  (8),  and  (9)  under  the  bill  are  the  procedural 
and  reporting  requirements  pertaining  to  section  301(b)(1)  investiga- 
tions and  determinations.  They  replace  similar  requirements  contained 
in  existing  section  301(d)(1),  the  first  sentence  of  section  301(f)(1), 
and  section  301(f)(2). 
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Section  301(b)  (10)  provides  that  no  investigation  under  section 
301(b)  may  be  undertaken  by  the  Tariff  Commission,  on  the  basis  of 
any  petition  filed  under  section  301(a)(1)  of  the  1962  Act,  with  respect 
to  any  subject  matter  which  has  previously  been  investigated  by  it 
under  section  301(b)  unless  at  least  1  year  has  elapsed  since  the 
Commission  reported  the  results  of  such  previous  investigation  to  the 
President. 

Section  301(c)(1)  of  the  1962  Act,  as  amended  by  the  bill,  provides 
that  in  the  case  of  a  petition  by  a  firm  for  a  determination  of  eligibihty 
to  apply  for  adjustment  assistance,  the  President  is  to  determine 
whether  an  article  like  or  directly  competitive  with  an  article  pro- 
duced by  the  firm,  or  an  appropriate  subdivision  thereof,  is  being 
imported  into  the  United  States  in  such  increased  quantities,  either 
actual  or  relative,  as  to  contribute  substantially  (whether  or  not  such 
increased  imports  are  the  major  factor  or  the  primary  factor)  toward 
causing  or  threatening  to  cause  serious  injury  to  such  firm  or 
subdivision. 

The  President,  in  making  such  a  determination  with  respect  to 
a  firm,  is  required  to  take  into  account  all  economic  factors  which  he 
considers  relevant,  including  idling  of  productive  facilities,  inability  to 
operate  at  a  level  of  reasonable  profit,  and  unemployment  or  under- 
employment. 

Section  301(c)(2)  states  that  the  President  is  to  determine,  in  the 
case  of  a  petition  by  a  group  of  workers  for  a  determination  of  eligi- 
bility to  apply  for  adjustment  assistance,  whether  an  article  like  or 
directly  competitive  with  an  article  produced  by  such  workers'  firm, 
or  an  appropriate  subdivision  thereof,  is  being  imported  into  the  United 
States  in  such  increased  quantities,  either  actual  or  relative,  as  to 
contribute  substantially  (whether  or  not  such  increased  imports  are 
the  major  factor  or  the  primary  factor)  toward  causing  or  threatening 
to  cause  unemployment  or  underemployment  of  a  significant  number 
or  proportion  of  the  workers  of  such  firm  or  subdivision. 

The  President  is  required  under  section  301(c)  (3)  as  amended  by  the 
bill  to  transmit  promptly  to  the  Tariff  Commission  a  copy  of  each  firm 
or  worker  petition  filed  under  section  301(a)(2)  and  to  request  the 
Commission,  not  later  than  5  days  after  the  date  of  filing  of  the  peti- 
tion, to  make  an  investigation  of  facts  relevant  to  the  determina- 
tions involved.  The  Commission  must  promptly  institute,  and  publish 
notice  in  the  Federal  Register  of,  an  investigation  with  respect  to  the 
petition. 

Section  301(c)(4)  provides  that  in  the  course  of  any  firm  or  worker 
petition  investigation,  the  Tariff  Commission  shall,  after  reasonable 
notice,  hold  a  public  hearing,  if  such  hearing  is  requested  (which 
request  must  be  made  not  later  than  10  days  after  the  date  of  the 
publication  of  notice  under  section  301(c)(3))  by  the  petitioner  or 
any  other  interested  person,  and  shall  afford  interested  persons  an 
opportunity  to  be  present,  to  produce  evdience,  and  to  be  heard  at 
such  hearing. 

Section  301(c)(5)  requires  that  the  report  of  the  Tariff  Commission 
of  the  facts  disclosed  by  its  investigation  under  section  301(c)(3) 
with  respect  to  a  firm  or  group  of  workers  is  to  be  made  at  the  earliest 
practicable  time,  but  not  later  than  60  days  after  the  date  on  which 
it  receives  the  request  of  the  President  for  such  investigation. 
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Section  31 1  (b)  (1)  of  the  bill  provides  that  the  report  of  any  industry- 
injury  investigation  by  the  Tariff  Commission  under  section  301(b)(1) 
of  the  1962  Act  during  the  1-year  period  ending  on  the  date  of  the 
enactment  of  the  bill  is  to  be  treated  as  made  more  than  1  year  before 
such  date  for  purposes  of  the  requirement  of  a  1-year  interval  be- 
tween investigations  of  the  same  matter  contained  in  section 
301(b)(10). 

Section  311(b)(2)  of  the  bill  provides  that  any  industry,  firm,  or 
worker  investigation  under  existing  section  301  (b)  or  (c)  which  is 
pending  before  the  Tariff  Commission  immediately  before  the  date  of 
enactment  of  the  bill  will  be  continued  as  an  investigation  instituted 
under  section  301  (b)  or  (c),  as  amended  by  the  bill,  and  for  purposes  of 
the  time  periods  within  which  reports  by  the  Tariff  Commission  with 
respect  to  such  investigations  must  be  filed,  petitions  therefor  shall  be 
deemed  to  have  been  filed  on  the  date  of  enactment  of  the  bill. 

Section  311(b)(3)  of  the  bill  provides  that  any  report  of  an  affirma- 
tive determination  by  the  Tariff  Commission  with  respect  to  a  firm 
or  worker  petition  under  existing  section  301(c)  (1)  or  (2)  of  the  1962 
Act  on  which  the  President  has  not  acted  by  the  date  of  the  enactment 
of  the  bill  is  to  be  treated  by  him  as  a  report  received  under  section 
301(c)(5),  as  amended  by  the  bill,  on  such  date  of  enactment. 

Section  311(b)(4)  of  the  bill  provides  that  no  petition  may  be  filed 
under  section  301(a)  of  the  1962  Act  during  the  period  beginning  on 
the  date  of  enactment  and  ending  on  the  90th  day  after  such  date,  or, 
if  earlier,  on  the  10th  day  after  the  date  of  publication  of  the  related 
rules  of  the  Tariff  Commission. 

Section  SI  2.  Presidential  Action  With  Respect  to  Adjustment  Assistan^^e 
Section  312(a)  of  the  bill  amends  section  302(a)  of  the  1962  Act  to 
provide,  under  subsection  (a)(1)  thereof,  that  the  President,  if  he 
provides  tariff  adjustment  under  section  351  or  352  after  receiving  an 
affirmative  injury  determination  under  section  301(b),  may  provide, 
with  respect  to  such  industry,  that  its  firms  may  request  the  Secretary 
of  Commerce  for  certification  of  eligibility  to  apply  for  firm  adjust- 
ment assistance,  that  its  workers  may  request  the  Secretary  of  Labor 
for  certification  of  eligibility  to  apply  for  worker  adjustment  assistance, 
or  that  both  the  firms  and  workers  may  request  such  certifications. 

Under  paragraph  (2)  of  such  section  302(a),  if  the  President  does 
not  provide  tariff  adjustment  for  an  industry  under  section  351  or  352 
after  receiving  an  affirmative  injury  determination  under  section 
301(b),  he  shall  promptly  provide  that  both  firms  and  workers  of  such 
industry  may  request  certifications  of  eligibility  for  adjustment 
assistance. 

Paragraph  (3)  of  such  section  302(a)  provides  that  notice  of  each 
action  taken  by  the  President  under  section  302(a)  must  be  pubUshed 
in  the  Federal  Register,  and  that  any  request  by  a  firm  or  group  of 
workers  for  certification  must  be  made  to  the  Secretary  of  Commerce 
or  Labor,  as  the  case  may  be,  within  the  1-year  period  after  the  date 
on  which  notice  is  so  published  (unless  the  President  specifies  a  longer 
period) . 

Section  312(b)  of  the  bill  makes  certain  conforming  amendments  to 
section  302(b)  of  the  1962  Act  to  reflect  the  amendments  made  to 
section  302(a)  by  section  312(a)  of  the  bill.  Section  312(b)  also  amends 
paragraph  (2)  of  section  302(b)  to  provide  that  a  certification  of 
eligibility  by  the  Secretary  of  Labor  shall  apply  only  to  workers  who 
are,  or  who  have  been,  employed  regularly  (on  a  full-time  or  part-time 
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basis)  in  the  firm  involved  within  1  year  before  the  date  of  the  insti- 
tution of  the  appHcable  Tariff  Commission  investigation  under  section 
301(b). 

Section  312(c)  of  the  bill  amends  section  302(c)  of  the  1962  Act  to 
provide  under  paragraph  (1)  thereof  that  after  receiving  a  report  of 
the  Tariff  Commission  of  the  facts  disclosed  by  its  investigation  under 
section  301(c)(3)  with  respect  to  any  firm  or  group  of  workers,  the 
President  is  to  make  his  determination  (with  respect  to  the  eligibility 
of  such  firm  or  group  to  apply  for  adjustment  assistance)  not  later 
than  30  days  after  the  date  on  which  he  receives  such  report,  unless, 
within  such  period,  the  President  requests  additional  factual  infor- 
mation from  the  Tariff  Commission.  In  that  event,  the  Tariff  Com- 
mission must,  not  later  than  25  days  after  the  date  on  which  it  re- 
ceives the  President's  request,  furnish  such  additional  factual  infor- 
mation in  a  supplemental  report,  and  the  President  must  make  his 
determination  not  later  than  15  days  after  the  date  on  which  he 
receives  such  supplemental  report. 

Under  paragraph  (2)  of  section  302(c),  the  President  is  required  to 
publish  promptly  in  the  Federal  Register  a  summary  of  each  determi- 
nation under  section  301(c)  with  respect  to  any  firm  or  group  of 
workers. 

Under  paragraph  (3)  of  section  302(c),  the  President  is  required  to 
certify  promptly  that  a  firm  or  group  of  workers  is  eligible  to  apply  for 
adjustment  assistance  if  he  makes  an  affirmative  determination  under 
section  301(c)  with  respect  to  the  firm  or  group. 

Paragraph  (4)  of  such  section  authorizes  the  President  to  delegate  to 
any  agency  or  other  instrumentality  of  the  United  States  any  of  his 
functions  with  respect  to  determinations  and  certifications  of  eligibility 
of  firms  or  workers  to  apply  for  adjustment  assistance  under  sections 
301  and  302. 

Section  312(d)  amends  the  heading  of  section  302  to  read  'Tres- 
idential  Action  with  Respect  to  Adjustment  Assistance." 

Section  313,  Tariff  Adjustment 

Section  313(a)  of  the  bill  amends  paragraph  (1)  of  section  351(a)  of 
the  1962  Act  to  provide,  under  subparagraph  (A)  thereof,  that  after 
receiving  an  affirmative  injury  determination  of  the  Tariff  Commission 
under  section  301(b)(1),  which  is  not  combined  with  an  additional 
affirmative  determination  of  the  Commission  under  section  301(b)(5), 
the  President  is  to  proclaim  such  increase  in,  or  imposition  of,  any  duty 
or  other  import  restriction  on  the  article  concerned  as  he  determines  to 
be  necessary  to  prevent  or  remedy  serious  injury  to  the  industry,  un- 
less he  determines  that  such  action  would  not  be  in  the  national 
interest. 

Under  paragraph  (1)(B)  of  such  section  351(a),  as  amended  by  the 
bill,  if  the  President  receives  an  affirmative  injury  determination  of  the 
Tariff  Commission  under  section  301(b)(1)  which  is  combined  with  an 
affirmative  additional  determination  of  the  Commission  under  section 
301(b)(5),  he  shall  proclaim  the  increase  in,  or  imposition  of,  any  duty 
or  other  import  restriction  on  the  article  concerned  determined  and  re- 
ported by  the  Commission  pursuant  to  section  301(b),  unless  he 
determines  that  such  action  would  not  be  in  the  national  interest. 

Section  313(a)  of  the  bill  also  makes  certain  conforming  amendments 
to  paragraph  (2)  of  section  351(a).  Paragraph  (2)  sets  forth  pro- 
cedures whereby,  if  the  President  does  not  proclaim  the  increase  in, 
or  imposition  of,  any  duty  or  other  import  restriction  on  the  article 
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concerned  determined  and  reported  by  the  Tariff  Commission  under 
section  301(b),  the  Congress  can  (by  the  adoption  of  a  concurrent 
resolution)  cause  such  increase  or  imposition  to  take  effect.  Such 
paragraph  (2)  is  also  amended  to  provide  that  if  the  President  does 
not  proclaim  the  remedy  determined  by  the  Tariff  Commission  because 
of  considerations  of  national  interest,  he  is  not  required  to  state  the 
considerations  on  which  his  decision  was  based. 

Subsections  (b)  and  (c)  of  such  section  113  make  certain  conforming 
amendments  to  paragraphs  (3)  and  (4)  of  section  351(a). 

Section  313(d)  of  the  bill  makes  certain  amendments  to  section 
351(d)(1)  which  provides  that  the  Tariff  Commission  must  keep  under 
review  developments  with  respect  to  the  industry  concerned  after 
tariff  adjustment  for  such  industry  is  proclaimed.  One  amendment 
requires  that  the  Commission,  in  making  such  revicAv,  take  into 
account  the  specific  steps  taken  by  firms  in  the  industry  to  enable 
them  to  compete  more  effectively  with  imports.  Another  amendment 
requires  the  Commission  to  take  such  steps  into  account  when,  at  the 
request  of  the  President,  it  advises  him  under  section  351(d)(2)  of  the 
probable  economic  effect  on  the  industry  concerned  of  the  reduction 
or  termination  of  the  increase  in,  or  imposition  of,  any  duty  or  other 
import  restriction  previously  proclaimed  under  section  351.  Such 
section  351(d)  is  further  amended  by  the  addition  of  a  new  paragraph 
(6)  which  provides  that  the  Tariff  Commission,  in  making  any  in- 
vestigation initiated  under  paragraph  (2)  or  (3)  of  section  351(d), 
shall  also  determine  and  report  to  the  President  if  the  termination  of 
the  proclaimed  increase  or  imposition  threatens  to  cause  serious 
injury  to  the  industry  concerned,  and  if  such  determination  is  affirma- 
tive, (1)  the  limit  to  which  such  increase  or  imposition  may  be  reduced 
without  threatening  to  cause  serious  injury  to  the  industry  concerned, 
and  (2)  whether,  in  lieu  of  such  termination,  additional  increases  or 
impositions  of  duties  and  other  import  restrictions  are  required  to 
prevent  or  remedy  serious  injury  to  the  industry  concerned. 

Section  314.  Orderly  Marketing  Agreements 

Section  314  of  the  bill  amends  section  352(a)  to  provide  that  the 
President  may  at  any  time  after  receiving  an  affirmative  injury  deter- 
mination of  the  Tariff  Commission  with  respect  to  an  industry  nego- 
tiate international  agreements  with  foreign  countries  to  limit  the 
export  to,  and  import  into,  the  United  States  of  the  article  causing  or 
threatening  to  cause  serious  injury  to  such  industry.  Any  such  agree- 
ment may  replace  in  whole  or  part  any  tariff  adjustment  action  taken 
by  the  President  under  section  351,  but  any  such  agreement  entered 
into  before  such  time  as  the  Congress  takes  action  under  section 
351(a)(2)  which  has  the  result  of  placing  the  Tariff  Commission 
remedy  in  effect  must  terminate  on  the  date  the  President  proclaims 
such  remedy  pursuant  to  section  351(a)(3). 

Section  315.  Increased  Assistance  jor  Workers 

Section  315(a)  amends  section  323(a)  of  the  1962  Act  to  provide 
that  the  trade  readjustment  allowance  payable  under  such  section 
323(a)  to  workers  found  eligible  for  adjustment  assistance  is  an 
amount  equal  to  75  percent  of  his  average  weekly  wage  or  to  75  percent 
of  the  average  weekly  manufacturing  wage,  whichever  is  less,  reduced 
by  50  percent  of  the  amount  of  his  remuneration  for  services  performed 
during  such  week.  Under  existing  law  the  applicable  percentage  of  his 
weekly  wage  or  the  weekly  manufacturing  wage  is  65  percent. 
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Section  315(b)  of  the  bill  amends  section  326(a)  of  the  1962  Act 
so  as  to  make  it  clear  that  ''supportive  and  other  services"  provided 
for  under  any  Federal  law  are  among  the  services  which  can  be  afforded 
to  adversely  affected  workers  in  order  to  prepare  them  for  full  em- 
ployment. 

Under  section  315(c)  of  the  bill,  the  increased  trade  readjustment 
allowances  provided  for  under  the  amendment  made  by  section 
515(a)  applies  with  respect  to  weeks  of  unemployment  beginning  on 
or  after  the  date  of  enactment  of  the  bill. 

Section  316.  Conforming  Amendments 

Section  316  of  the  bill  makes  conforming  amendments  to  sections 
242(b)(2),  302(b),  311(b)(2),  and  317(a)(2)  of  the  1962  Act. 

PART  B— QUOTAS  ON  CERTAIN  TEXTILE  AND 
FOOTWEAR  ARTICLES 

Subpart  1 — Textile  and  Footwear  Articles 

Section  321.  Annual  Quotas 

Section  321(a)  of  the  bill  establishes  a  statutory  quota  for  calendar 
year  1971  under  which  the  total  quantity  of  each  category  of  textile 
articles,  and  the  total  quantity  of  each  category  of  footwear  articles, 
produced  in  any  foreign  country  which  may  be  entered  for  consump- 
tion in  the  United  States  during  such  year  may  not  exceed  the  average 
annual  quantity  of  such  category  produced  in  such  country  and 
entered  during  1967,  1968,  and  1969. 

Paragraph  (1)  of  section  321(b)  of  the  bill  provides  that  the  statutory 
quota  applicable  to  each  category  of  textile  articles  and  to  each  cate- 
ory  of  footwear  articles  produced  in  any  foreign  country  which  may 
e  entered  in  the  United  States  during  1972  and  any  calendar  year 
thereafter  may  not  exceed  the  total  quantity  determined  for  such 
category  for  such  country  under  section  321(a),  as  increased  by  the 
President  for  any  calendar  year  after  1971  and  before  the  current 
calendar  year  under  paragraph  (2)  (A)  of  section  321(b),  plus  any 
further  increase  in  such  quantity  for  the  current  calendar  year  which 
may  be  provided  for  by  the  President  under  such  paragraph  (2) (A). 

Paragraph  (2)  (A)  of  section  321(b)  provides  that  the  President  may 
increase  the  total  quantity  of  each  category  of  textile  articles,  and  the 
total  quantity  of  each  category  of  footwear  articles,  produced  in  any 
foreign  country  which  may  be  entered  during  any  calendar  year  after 
1971  by  such  percentage  (but  not  exceeding  5%  of  the  total  quantity 
determined  for  such  category  for  such  country  under  section  321(a) 
or  section  321(b)  for  the  immediately  preceding  calendar  year)  as  he 
determines  to  be  consistent  with  the  purposes  of  section  321. 

Paragraph  (2)  (B)  provides  that  any  annual  increase  in  any  category 
authorized  by  the  President  under  paragraph  (2)  (A)  for  any  calendar 
year  must  be  the  same  percentage  for  all  foreign  countries. 

Paragraph  (2)  (C)  requires  that  a  determination  of  the  total  quantity 
of  each  category  of  articles  for  each  foreign  country  be  made  under 
section  321  (a)  and  (b)  for  each  calendar  year  after  1971  notwith- 
standing the  fact  that  the  statutory  quota  provided  for  therein  may 
not  apply  during  the  whole  or  part  of  such  year  by  reason  of  the  applica- 
tion of  other  provisions  of  Subpart  B  of  title  III  of  the  bill  or  the  provisions 
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of  the  Arrangement  or  the  Agreement  referred  to  in  section  324(b)  of 
the  bill.  Where  any  category  of  articles  for  a  foreign  country  is  affected 
by  the  nonapplication  of  the  statutory  quota  to  one  or  more  articles 
falling  within  such  category,  for  purposes  of  subsections  (a)  and  (b) 
of  section  201  the  remaining  articles  in  such  category  shall,  for  purposes 
of  that  country  and  for  the  period  of  such  nonapplication  of  the 
statutory  quota,  be  treated  as  having  constituted  a  separate  category 
for  such  country  for  all  years  after  1966.  The  application  of  the 
preceding  sentence  would  yield,  of  course,  to  a  change  in  the  category 
or  categories  concerned  effected  under  paragraph  (3)  of  section  326  of 
the  bill  after  compliance  with  section  205(a)  of  the  bill  (relating  to 
rulemaking  procedures) . 

Paragraph  (3)  of  section  321(b)  provides  that  if  (1)  the  statutory 
quota  does  not  apply  (for  any  of  the  reasons  mentioned  in  the  preced- 
ing paragraph  of  this  explanation)  with  respect  to  any  textile  article 
or  footwear  article  produced  in  a  foreign  country,  but  (2)  at  any 
time  after  1971  a  statutory  quota  begins  to  apply  to,  or  resumes  in 
application  to,  such  article  produced  in  such  country,  and  (3) 
the  President  determines  (A)  that  the  average  annual  quantity  of 
the  article,  produced  in  such  country,  and  entered  in  the  United 
States  during  1967,  1968,  and  1969  was  insignificant,  and  (B)  that 
the  application  of  section  321(b)(3)  to  the  category  which  includes 
such  article  for  such  country  is  consistent  with  the  purposes  of  section 
321,  then  for  the  calendar  year  in  which  such  termination  occurs, 
the  statutory  quota  applicable  with  respect  to  the  quantity  of  the 
category  including  such  article,  produced  in  such  country,  shall  be 
deemed  to  be  the  annual  average  quantity  (of  such  category)  which 
was  entered  during  the  3  calendar  years  immediately  preceding  such 
calendar  year  of  termination  (rather  than  during  the  1967-69  base 
period  provided  for  in  section  521(a))  plus  any  applicable  yearly 
mcreases  for  periods  after  1971. 

Section  321(c)(1)  of  the  bill  provides  that  any  annual  quantitative 
limitation  under  section  321(a)  or  (b)  shall  be  applied  on  a  calendar 
quarter  or  other  intra-annual  basis  if  the  President  determines  that 
such  application  is  necessary  or  appropriate  to  carry  out  the  purposes 
of  section  321. 

Paragraph  (2)  of  section  321(c)  of  the  bill  provides  that  if  the 
application  of  section  321  (a)  or  (b)  to  any  category  for  any  foreign 
country  begins  or  resumes  after  the  first  day  of  any  calendar  year, 
then  the  amount  of  the  quota  for  such  category  for  such  country  for 
the  remainder  of  such  calendar  year  shall  be  the  annual  amount 
determined  under  section  321  (a)  or  (b),  adjusted  pro  rata  according 
to  the  number  of  full  months  remaining  in  the  calendar  year  after 
the  date  of  such  beginning  or  such  resumption. 

Under  section  321(d)(1)  of  the  bill  the  President  may  exempt  from 
the  statutory  quota  determined  under  section  321  (a)  and  (b)  for  an 
initial  period  of  not  to  exceed  1  year  any  textile  article  or  footwear 
article  produced  in  any  foreign  country  if  he  determines  that  imports 
of  such  article  produced  in  such  country  are  not  contributing  to, 
causing,  or  threatening  to  cause  market  disruption  in  the  United 
States.  Any  such  exemption  may  be  extended  by  the  President  for 
one  or  more  additional  periods  of  not  in  excess  of  1  year  each  if  he 
makes  a  new  determination  (before  each  such  extension)  that  imports 
of  such  article  produced  in  such  country  are  not  contributing  to, 
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causing,  or  threatening  to  cause  market  disruption  in  the  United 
States. 

The  President  may  terminate  an  exemption  made  under  paragraph 
(1)  of  section  321(d)  of  the  bill  at  any  time  upon  his  finding  that  the 
article  covered  by  such  exemption  is  contributing  to,  causing,  or 
threatening  to  cause  market  disruption  in  the  United  States. 

Paragraph  (2)  of  section  321(d)  provides  that  the  President  may 
exempt  from  section  321  (a)  and  (b)  any  textile  article  or  footwear 
article  produced  in  any  foreign  country  whenever  he  determines  that 
such  an  exemption  is  in  the  national  interest,  and  the  President  may 
terminate  any  such  exemption  whenever  he  determines  that  such 
termination  is  in  the  national  interest. 

Paragraph  (3)  of  section  321(d)  provides  that  no  exemption,  exten- 
sion of  an  exemption,  or  termination  of  an  exemption  under  section 
321(d)  (1)  or  (2)  may  take  effect  sooner  than  the  30th  day  after  the 
day  on  which  notice  of  such  exemption,  extension,  or  termination  is 
published  in  the  Federal  Register. 

Under  paragraph  321(e)  of  the  bill,  the  Secretary  of  Commerce  is 
required  to  compute  quantities  under  the  statutory  quotas  provided 
for  in  section  321  (a)  and  (b)  of  the  bill. 

Section  322.  Arrangement  or  Agreements  Regulating  Imports 

Section  322(a)  of  the  bill  authorizes  the  President  to  conclude 
bilateral  or  multilateral  arrangements  or  agreements  with  the  govern- 
ments of  foreign  countries  for  the  purpose  of  regulatitig,  by  category, 
the  quantities  of  textile  articles  or  footwear  articles,  or  both,  produced 
in  those  countries  which  may  be  exported  to,  or  entered  for  consump- 
tion in,  the  United  States.  The  President  is  authorized  to  issue  regu- 
lations necessary  to  carry  out  the  terms  of  such  arrangements  or 
agreements.  The  President  is  required,  in  concluding  any  such  ar- 
rangement or  agreement,  to  take  into  account  conditions  in  the 
United  States  market,  the  need  to  avoid  disruption  of  that  market, 
and  such  other  factors  as  he  deems  appropriate  in  the  national  interest. 

Section  322(b)  of  the  bill  provides  that  whenever  a  multilateral 
arrangement  or  agreement  concluded  under  section  322(a)  is  in  effect 
among  the  countries,  including  the  United  States,  which  account  for 
a  significant  part  of  world  trade  in  the  article  concerned  and  such 
arrangement  or  agreement  contemplates  the  establishment  of  limita- 
tions on  the  trade  in  the  article  produced  in  countries  not  parties  to 
such  arrangement  or  agreement,  the  President  may  by  regulation 
establish  the  total  quantity  of  the  article  produced  in  each  country 
not  a  party  to  such  arrangement  or  agreement  which  may  be  entered 
for  consumption  in  the  United  States.  Section  322(b)  provides, 
however,  that  such  regulations  may  not  have  the  effect  of  reducing 
the  total  quantity  for  any  category  for  any  country  for  any  calendar 
year  to  an  amount  less  than  the  total  quantity  which  would  be  [)er- 
mitted  to  be  entered  if  section  321  (a)  and  (b)  (the  statutory  quota) 
applied  to  such  category  for  such  country  for  such  year. 

Section  322(c)  of  the  bill  states  that  neither  the  statutory  quota  nor 
exemption  provisions  of  section  321  of  the  bill  are  to  apply  to  imported 
articles  which  are  subject  to  an  arrangement  or  agreement  entered  into 
under  section  322(a)  or  to  regulations  issued  under  section  202(b). 
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Section  323.  Increased  Imports  Where  Supply  Is  Inadequate  To  Meet 
Domestic  Demand  at  Reasonable  Prices 
Section  323  of  the  bill  permits  the  President,  in  carrying  out  sections 
321  and  322,  to  authorize  increased  exports  to  the  United  States  or 
increased  entries  in  the  United  States  of  textile  articles  or  footwear 
articles  of*  any  category  if  he  determines  that  the  supply  of  textile 
articles  or  footwear  articles  similar  to  those  subject  to  limitation  under 
such  sections  will  be  inadequate  to  meet  domestic  demand  at  reason- 
able prices. 

Section  324-  Exclusions 

Section  324(a)  of  the  bill  exempts  from  the  import  restrictions  pro- 
vided for  in  part  B  of  title  III  of  the  bill  any  article  exempted  from  duty 
under  part  2  of  schedule  8  of  the  Tariff  Schedules  of  the  United  States 
(personal  exemptions)  and  any  article  the  entry  of  which  is  regulated 
pursuant  to  paragraph  (4),  (5),  (6),  or  (7)  of  section  498(a)  of  the 
Tariff  Act  of  1930  (relating  to  household  effects,  gifts  from  abroad, 
tools  of  trade,  and  certain  other  personal  articles).  Section  204(a) 
also  provides  that,  to  the  extent  provided  in  regulations  prescribed 
by  the  Secretary  of  Commerce,  the  import  restrictions  provided  for  in 
part  B  of  title  TIT  of  the  bill  will  not  apply  to  other  articles  imported  in 
noncommercial  quantities  for  noncommercial  purposes.  Such  regula- 
tions may  include  provision  for  the  nonapphcation  of  quotas  to  com- 
mercial samples,  not  for  sale  or  use  other  than  as  samples,  under 
safeguards  which  will  ensure  that  such  provision  will  not  be  used  to 
weaken  the  effectiveness  of  part  B  of  title  III  of  the  bill. 

Section  324(b)  exempts  from  the  application  of  part  B  of  title  TIT 
(1)  articles  subject  to  the  Long-Term  Arrangement  Regarding  Inter- 
national Trade  in  Cotton  Textiles,  so  long  as  the  United  States  is  a 
party  thereto,  and  (2)  articles  produced  in  the  Philippines  provided 
for  in  item  B  (cordage)  in  the  schedule  to  paragraph  1  of  article  IT  of 
the  1955  Agreement  With  the  Philippines  Concerning  Trade  and 
Related  Matters,  so  long  as  such  Agreement  remains  in  effect. 

Section  324(c)  of  the  bill  provides  that  nothing  in  title  III  affects 
the  authority  provided  for  under  section  22  of  the  Agricultural  Ad- 
justment Act  of  1933,  as  amended. 

Section  325.  Administration 

Section  325(a)  of  the  bill  applies  the  rulemaking  provisions  of  sub- 
chapter IT  of  chapter  5  of  title  5,  United  States  Code,  to  section 
321(b)(2)  (yearly  increases  in  statutory  quota  amounts);  321(b)(3) 
(application  of  special  statutory  quota  base  in  the  case  of  countries 
providing  insignificant  imports  during  1967-69);  321(d)(1)  (exemp- 
tions from  statutory  quota  for  articles  not  causing  market  disruption) ; 
322(b)  (regulations  limiting  imports  from  countries  not  party  to  cer- 
tain multilateral  arrangements  or  agreements  entered  into  under  sec- 
tion 202(a)) ;  203  (increased  imports  in  cases  where  supply  is  inadequate 
to  meet  domestic  demand  at  reasonable  prices);  324(a)  (regulatory 
determination  of  articles  excluded  from  quota  if  imported  in  noncom- 
mercial quantities  for  noncommercial  purposes) ;  and  326  (article  and 
category  definitions). 

Section  325(b)  of  the  bill  requires  that  all  quantitative  limitations 
established  under  part  B  of  title  TIT  of  the  bill  or  pursuant  to  any 
arrangement  or  agreement  entered  into  under  such  title,  all  exemp- 
tions established  under  such  title  and  all  extensions  or  terminations 
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thereof,  and  all  regulations  promulgated  to  carry  out  such  title  be 
published  in  the  Federal  Register. 

Under  section  325(b),  the  Secretary  of  Commerce  is  required  to 
certify  to  the  Secretary  of  the  Treasury  for  each  period  the  total 
quantity  of  each  textile  article  and  footwear  article  produced  in  each 
foreign  country  the  entry  of  which  is  affected  by  any  such  quantitative 
limitation  on  importation;  and  the  Secretary  of  the  Treasury  is 
directed  to  take  such  action  as  may  be  necessary  to  ensure  that  the 
total  quantity  so  entered  during  such  period  does  not  exceed  the  total 
quantity  so  certified. 

Section  325(c)  requires  that  all  quantitative  limitations  and  ex- 
emptions established  under  part  B  of  title  III  or  pursuant  to  any 
arrangement  or  agreement  entered  into  under  such  title  and  all 
quantitative  limitations  established  pursuant  to  the  Long-Term 
Arrangement  Regarding  International  Trade  in  Cotton  Textiles  be 
promulgated  as  a  part  of  the  appendix  to  the  Tariff  Schedules  of  the 
United  States,  Annotated. 

Section  326.  Definitions 

Section  326  of  the  bill  contains  six  definitions  which  are  applicable 
for  purposes  of  part  B  of  title  III  of  the  bill. 

Section  326(1)  of  the  bill  defines  "textile  article"  to  include — 

(1)  any  article  if  wholly  or  in  part  of  cotton,  wool  or  other 
animal  hair,  human  hair,  man-made  fiber,  or  any  combination  or 
blend  thereof,  or  cordage  of  hard  (leaf)  fibers,  classified  under 
schedule  3  of  the  Tariff  Schedules  of  the  United  States; 

(2)  any  article  classified  under  subpart  B  or  C  of  part  1  of 
schedule  7  of  such  schedules  if  wholly  or  in  substantial  part  of 
cotton,  wool,  or  man-made  fiber; 

(3)  any  other  article  specified  by  the  Secretary  of  Commerce 
which  he  has  been  advised  by  the  Secretary  of  the  Treasury  would 
be  classified  under  any  of  the  provisions  of  the  schedules  referred 
to  in  paragraph  (1)  or  (2)  above  but  for  the  inclusion  of  some  sub- 
stance, material,  or  other  component,  or  because  of  its  processing, 
which  causes  the  article  to  be  classified  elsewhere;  and 

(4)  any  article  provided  for  under  paragraph  (1),  (2),  or  (3) 
above  if  entered  under  item  807.00  of  such  schedules  (relating  to 
articles  assembled  abroad  in  whole  or  in  part  of  certain  compo- 
nents fabricated  in  the  United  States),  or  under  the  appendix  to 
such  schedules. 

Such  section  326(1)  does  not  include  within  the  term  "textile  article" 
any  article  classified  under  any  of  items  300.10  through  300.50,  306.00 
through  307.40,  309.60  through  309.75,  and  390.10  through  390.60, 
inclusive,  of  the  Tariff  Schedules. 

Section  326(2)  defines  the  term  "footwear  article"  to  include  foot- 
wear provided  for  in  any  of  items  700.05  through  700.45,  inclusive, 
item  700.55,  items  700.66  through  700.80,  inclusive,  and  item  700.85 
of  the  Tariff  Schedules  of  the  United  States. 

Section  326(3)  defines  the  term  "category"  to  mean  a  grouping  of 
textile  articles,  or  a  grouping  of  footwear  articles,  as  the  case  may  be, 
as  determined  by  the  Secretary  of  Commerce,  for  the  purposes  of 
part  B  of  title  III  of  the  bill,  using  the  five-digit  and  seven-digit  item 
numbers  applied  to  such  articles  in  the  Tariff  Schedules  of  the  United 
States,  Annotated. 
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Section  326(4)  defines  the  term  "entered"  as  meaning  entered,  or 
withdrawn  from  warehouse,  for  consumption  in  the  customs  territory 
of  the  United  States. 

Section  326(5)  defines  the  term  ''produced"  to  mean  manufactured 
or  produced. 

Section  326(6)  defines  the  term  ''foreign  country"  to  include  a  foreign 
instrumentality.  For  this  purpose  the  term  "country"  is  used  in  an  all 
inclusive  sense;  a  dependency  or  colony  which  is  not  treated  as  part  of 
another  country  is  to  be  treated  as  a  separate  country. 

Subpart  2 — Effective  Period 

Section  331.  Termination  oj  Title,  Extension  Under  Certain  Conditions 

Section  331(a)  of  the  bill  provides  that  title  III  of  the  bill  which 
establishes  quotas  on  certain  textile  and  footwear  articles  is  to  termi- 
nate at  the  close  of  July  1,  1976,  unless  extended  under  section  331(b), 

Section  331(b)  provides  that  the  effective  period  of  part  B  of  title  III 
of  the  bill  may  be  extended  in  whole  or  in  part  by  the  President  after 
July  1,  1976,  for  such  periods  (not  to  exceed  5  years  at  any  one  time) 
as  he  may  designate  if  after  seeking  advice  of  the  Tariff  Commission 
and  of  the  Secretary  of  Commerce  and  of  the  Secretary  of  Labor, 
the  President  determines  that  such  extension  is  in  the  national  interest. 

Under  section  331(c)  the  President  is  required  to  report  promptly 
to  Congress  with  respect  to  any  action  taken  by  him  to  extend  the 
effective  period  of  part  B  of  title  III. 

Section  331(d)  states  that  nothing  in  section  331  affects  the  validity 
of  any  arrangement  or  agreement  entered  into  under  section  322(a) 
before  the  termination  of  part  B  of  title  III  or  of  any  regulations  issued 
under  subsection  (a)  or  (b)  of  section  322  in  connection  with  any 
arrangement  or  agreement  entered  into  under  section  322(a)  before 
such  termination. 

PAKT  C— OTHER  TARIFF  AND  TRADE  PROVISIONS 

Subpart  1 — Amendments  to  the  Antidumping  and  Counter- 
vailing Duty  Laws 

Section  341-  Antidumping  Act,  1921 

Section  341(a)  of  the  bill  amends  section  201(b)  of  the  Antidumping 
Act,  1921,  to  provide  that  the  Secretary  of  the  Treasury  or  his  delegate 
must,  within  4  months  after  a  question  of  dumping  is  raised  by  or 
presented  to  him,  make  the  determination  required  under  present 
law  as  to  whether  there  is  reason  to  believe  or  suspect  that  the  purchase 
price  of  imported  merchandise  is  less,  or  the  exporter's  sales  price  is 
less  or  likely  to  be  less,  than  the  foreign  market  or  constructed  value 
of  the  merchandise.  If  the  Secretary's  determination  is  in  the  affirma- 
tive, then  under  paragraph  (2)  of  such  section  201(b),  as  amended  by 
the  bill,  he  must  publish  notice  thereof  in  the  Federal  Register  and 
require  the  withholding  of  appraisement  of  any  such  merchandise 
entered  on  or  after  such  date  of  publication.  Such  paragraph  (2)  also 
retains  the  present  provision  in  the  Antidumping  Act  which  authorizes 
the  Secretary  to  order  that  such  withholding  be  made  effective  with 
respect  to  merchandise  entered  on  or  after  an  earlier  date,  but  in  no 
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case  may  the  effective  date  of  withholding  be  earher  than  the  120th 
day  before  the  question  of  dumping  was  raised  by  or  presented  to  him. 

Paragraph  (3)  of  such  section  201(b)  provides  that  if  the  Secretary's 
determination  is  negative,  notice  thereof  must  be  published  in  the 
Federal  Register,  but  the  Secretary  may  within  3  months  thereafter 
order  the  withholding  of  appraisement  if  he  then  has  reason  to  believe 
or  suspect  that  dumping  is  involved;  an  order  of  withholding  of 
appraisement  in  that  case  is  treated  in  the  same  manner  as  is  a  with- 
holding under  paragraph  (2)  of  section  201(b).  Such  section  201(b)  as 
amended  by  the  bill  also  provides  that  the  question  of  dumping  is 
deemed  to  have  been  raised  by  or  presented  to  the  Secretary  on  the 
date  on  which  a  notice  is  published  in  the  Federal  Register  that  infor- 
mation relating  to  dumping  has  been  received  in  accordance  with 
regulations  prescribed  by  him. 

Section  341(b)(3)  also  provides  that  if  the  Secretary  determines 
within  2  months  after  the  question  of  dumping  was  raised  that  the 
circumstances  are  such  that  a  determination  cannot  reasonably  be 
made  within  4  months,  he  shall  publish  notice  to  that  effect,  and  in 
such  cases,  may  take  up  to  7  months  after  the  question  of  dumping 
was  raised  to  reach  a  determination. 

Section  341(b)  of  the  bill  adds  a  new  subsection  (b)  to  section  205 
of  the  Antidumping  Act,  1921,  which  provides  that  if  available 
information  indicates  to  the  Secretary  of  the  Treasury  that  the 
economy  of  the  country  from  which  merchandise  is  exported  is 
state-controlled  to  an  extent  that  sales  of  such  or  similar  merchan- 
dise in  that  country  or  to  countries  other  than  the  United  States  do 
not  permit  a  determination  of  foreign  market  value  under  section 
205(a)  of  such  Act,  he  shall  determine  the  foreign  market  value  of 
the  merchandise  on  the  basis  of  the  normal  costs,  expenses,  and 
profits  as  reflected  by  either  (1)  the  prices  at  which  such  or  similar 
merchandise  of  a  non-state-controlled-economy  country  is  sold  either 
for  consumption  in  the  home  market  of  that  country,  or  to  other 
countries,  including  the  United  States;  or  (2)  the  constructed  value 
of  such  or  similar  merchandise  in  a  non-state-controlled-economy 
country  as  determined  under  section  206  of  the  Antidumping  Act, 
1921. 

Section  341(c)  of  the  bill  makes  the  amendment  made  by  section 
341(a)  of  the  bill  effective  on  the  180th  day  after  the  date  of  enactment 
of  the  bin. 

Section  341(c)  of  this  title  amends  section  210  of  the  Antidumping 
Act  to  make  it  clear  that  the  right  of  protest  referred  to  in  section  210 
includes  the  right  of  an  American  manufacturer,  producer  or  whole- 
saler of  merchandise  of  the  same  class  or  kind  as  foreign  merchandise 
which  is  the  subject  of  a  determination  by  the  Secretary  under  section 
201(c).  This  section  341(c)  also  amends  section  516  of  the  Tariff  Act 
of  1930  to  add  a  new  subsection  (d)  which  would  provide  the  proce- 
dure for  the  U.S.  manufacturer,  producer  or  wholesaler  of  merchan- 
dise to  protest  a  negative  dumping  decision  by  the  Secretary  of 
Treasury. 

Section  3^2.  Countervailing  Duties 

Section  342(a)  of  the  bill  amends  section  303  of  the  Tariff  Act  of 
1930  in  its  entirety,  although  retaining  many  of  the  provisions  of 
existing  section  303.  Subsection  (a)(1)  of  the  amended  section  303  pro- 
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vides  that  whenever  any  country  or  other  governmental  entity  or 
private  entity,  pays  or  bestows  any  bounty  or  grant  upon  the  manu- 
facture, production,  or  export  of  any  article  or  merchandise  manu- 
factured or  produced  in  such  country  or  subdivision  thereof,  then  upon 
the  importation  of  such  article  or  merchandise  into  the  United  States, 
whether  imported  directly  from  the  country  of  production  or  other- 
wise, and  whether  such  article  or  merchandise  is  imported  in  the  same 
condition  as  when  exported  or  has  been  changed  in  condition  by 
remanufacture  or  otherwise,  there  is  to  be  levied  and  paid  with  respect 
to  such  article  or  merchandise,  in  addition  to  any  duties  otherwise 
imposed,  a  duty  equal  to  the  net  amount  of  such  bounty  or  grant.  The 
bill  adds  the  requirement  that  the  Secretary  of  the  Treasury  must 
determine,  w^ithin  12  months  after  the  date  on  which  the  question  is 
presented  to  him,  whether  any  bounty  or  grant  is  being  paid  or 
bes+.owed. 

Section  303(a)(2)  as  added  by  the  bill  requires  that  in  the.  case  of 
any  imported  article  or  merchandise  which  is  free  of  duty,  duties  may 
be  imposed  under  section  303  only  if  there  is  an  affirmative  determina-- 
tion  by  the  Tariff  Commission  under  section  303(b)(1). 

Section  303(a)(3)  retains  the  requirement  in  existing  section  303 
that  the  Secretary  from  time  to  time  must  ascertain  and  determine,  or 
estimate,  the  net  amount  of  each  such  bounty  or  grant,  and  declare  the 
net  amount  so  determined  or  estimated. 

Under  section  303(a)(4)  the  Secretary  is  required  to  make  all  regu- 
lations he  may  deem  necessary  for  the  identification  of  articles  and 
merchandise  covered  by  section  303  and  for  the  assessment  and 
collection  of  the  duties  thereunder.  Such  paragraph  (4)  also  provides 
that  all  determinations  by  the  Secretary  under  section  303(a),  and  all 
determinations  by  the  Tariff  Commission  under  section  303(b)(1), 
whether  affirmative  or  negative,  are  to  be  published  in  the  Federal 
Register. 

Under  section  303(b)(1),  as  added  by  the  bill,  the  Secretary  of  the 
Treasury  must,  whenever  he  determines  that  a  bounty  or  grant  is 
being  paid  with  respect  to  duty-free  merchandise,  advise  the  Tariff 
Commission  which  shall  determine  within  3  months  thereafter,  and 
after  such  investigation  as  it  deems  necessary,  w^hether  an  industry  in 
the  United  States  is  being  or  is  likely  to  be  injured,  or  is  prevented 
from  being  established,  by  reason  of  the  importation  of  such  article 
or  merchandise  into  the  United  States  and  notify  the  Secretary  of  that 
determination.  The  Secretary  is  further  required,  under  such  regula- 
tions as  he  may  prescribe,  to  suspend  liquidation  of  any  such  article 
or  merchandise  which  is  entered,  or  withdraw^n  from  warehouse,  for 
consumption,  on  or  after  the  30th  day  after  the  date  of  the  publication 
in  the  Federal  Register  of  his  determination  under  section  301(a)(1), 
and  such  suspension  will  continue  until  further  order  of  the  Secretary. 

New  section  303(b)(2)  provides  that  if  the  determination  of  the 
Tariff  Commission  under  section  303(b)(1)  is  affirmative,  the  Secretary 
is  to  make  public  an  order  directing  the  assessment  and  collection  of 
duties  in  the  amount  of  such  bounty  or  grant  as  is  from  time  to  time 
ascertained  and  determined,  or  estimated,  under  section  303(a). 

Subsection  (c)  of  the  amended  section  303  provides,  that  an  affirma- 
tive determination  by  the  Secretary  of  the  Treasury  under  section 
303(a)(1)  with  respect  to  any  imported  article  or  merchandise  which 
(1)  is  dutiable,  or  (2)  is  free  of  duty  but  with  respect  to  which  the 
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Tariff  Commission  has  made  an  affirmative  determination  under  sec- 
tion 303(b)(1),  applies  with  respect  to  articles  entered,  or  withdrawn 
from  warehouse,  for  consumption  on  or  after  the  30th  day  after  the 
date  of  the  publication  in  the  Federal  Register  of  such  determination 
by  the  Secretary. 

Section  303(d)  as  added  by  the  bill  provides  that  no  countervailing 
duty  is  to  be  imposed  with  respect  to  any  article  which  is  subject  to 
a  quantitative  limitation  imposed  by  the  United  States  on  its  importa- 
tion, or  subject  to  a  quantitative  limitation  on  its  exportation  to  or 
importation  into  the  United  States  imposed  under  an  agreement  to 
which  the  United  States  is  a  party,  unless  the  Secretary  of  the  Treas- 
ury determines,  after  seeking  information  and  advice  from  such  agen- 
cies as  he  deems  appropriate,  that  such  quantitative  limitation  is  not 
an  adequate  substitute  for  the  imposition  of  a  countervailing  duty. 
This  determination  is  to  be  made  on  an  article-by-article  basis. 
Furthermore,  in  the  case  of  a  quantitative  limitation  with  respect  to 
an  article  which  applies  only  if  the  article  does  not  exceed  a  stated 
value,  the  determination  shall  be  made  as  if  the  article,  when  valued 
below  the  stated  amount,  constituted  a  separate  article. 

Section  342(b)  of  the  bill  provides  that  the  amendment  made  by 
section  342(a)  takes  effect  on  the  date  of  the  enactment  of  the  bill, 
except  that  the  last  sentence  of  section  303(a)(1)  of  the  Tariff  Act  of 
1930  (requiring  that  bounty  determinations  be  made  within  12  months 
after  presented)  applies  only  with  respect  to  questions  regarding 
bounties  presented  on  or  after  such  date  of  enactment. 

Subpart  2 — Tariff  Commission 

Section  351.  Independent  Status  of  the  Tariff  Commission 

Section  351  of  this  title  amends  section  330  of  the  Tariff  Act  of 
1930  to  provide  that  except  as  otherwise  specifically  provided  by  law, 
the  Tariff  Commission  shall  be  independent  of  the  Executive. 

Subpart  3. — The  General  Agreement  on  Tariffs  and  Trade 

Section  361  of  this  title  would  direct  the  Executive  Branch  to  study 
and  submit  to  the  Congress  reports  on  important  issues  involved  in 
international  trade. 

Section  361(a)  would  involve  all  presently  existing  provisions  and 
interpretations  of  the  GATT.  It  would  include  but  not  be  limited  to : 

(1)  The  most  favored  nation  principle,  the  special  exceptions 
thereto,  the  effect  of  these  exceptions  on  U.S.  trade  and  investment 
patterns ; 

(2 )  The  provisions  on  export  subsidies  and  border  taxes  and  the 
rationale  underlying  the  different  treatment  of  direct  and  indirect 
taxes  insofar  as  border  tax  adjustments  are  concerned; 

(3)  The  adequacy  of  provisions  on  agricultural  trade; 

(4)  The  adequacy  of  provisions  dealing  with  balance  of  pay- 
ments matters ; 

_(5)  The  provisions  on  unfair  trade  practices  and  relief  from 
injurious  imports ;  and 

(6)  The  provisions  on  "compensation"  and  "retaliation." 
Sedtion  361  (b)  would  direct  the  Executive  Brandh  to  study  a  num- 
ber of  specific  problems  including : 
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(1)  A  United  States  negotiating  position  with  respect  to  the 
quantitative  restrictions  that  remain  in  effect  in  many  countries ; 

(2)  The  border  tax — export  rebate  system  of  the  European 
Community  with  particular  reference  to  U.S.  countervailing  duty 
laws; 

(3)  The  common  agricultural  policies  of  the  European  Com- 
munity ; 

(4)  Discriminatory  government  procurement  policies; 

(5)  The  probable  effects  of  British  entry  into  the  Common 
Market  on  United  States  trade  and  balance  of  payments ; 

(6)  The  effect  of  foreign  exchange-rate  changes  on  U.S.  trade 
and  tariff  concessions ; 

(7)  An  analysis  of  whether  or  not  greater  flexibility  in  foreign 
exchange  rates  would  serve  in  the  interests  of  United  States  and 
world  trade; 

(8)  The  nature  and  extent  to  which  other  countries  subsidize 
their  exports  directly  or  indirectly ; 

(9)  A  comparative  analysis  of  various  proposals  to  extend 
"tariff  preferences"  to  the  products  of  less  developed  countries 
with  particular  emphasis  on  the  effects  on  U.S.  trade  and  invest- 
ment patterns  and  on  U.S.  labor;  and 

(10)  The  various  agency  responsibilities  within  the  Executive 
Branch  for  handling  all  U.S.  foreign  trade  matters,  and  the  means 
by  which  policy  coordination  is  achieved. 

Section  361(c)  of  this  title  provides  that  the  Executive  shall  com- 
plet/C  these  studies  by  December  31, 1971. 

Section  362  of  this  title  directs  the  Tariff  Commis^sion  to  conduct 
studies  and  submit  reports  on  them  to  the  Committee  on  Finance  not 
later  than  December  31, 1971,  on  the  following  subjects : 

(1)  The  tariff  and  nontariff  barriers  among  the  principal 
trading  nations  in  the  industrialized  countries,  including  an 
analysis  of  the  disparity  in  tariff  tT-eatment  of  similar  articles  of 
commerce  by  different  countries.  This  analysis  is  to  explore  the 
reasons  for  the  disparities ; 

(2)  The  nature  and  extent  of  the  tariff  concessions  granted  in 
the  GATT  by  the  principal  trading  nations  in  the  industrialized 
countries ; 

(3)  (a)  The  foreign  customs  valuation  procedures  and  those  of 
the  United  States  with  a  view  to  developing  and  suggesting  uni- 
form standards  of  custom  valuation  which  would  operate  fairly 
lamong  all  classes  of  shippers  in  international  trade  and  (b)  the 
economic  effects  which  follow  if  the  United  States  adopts  such 
standards  of  valuation,  based  on  rates  of  duty  which  will  become  j 
effective  on  January  1, 1972 ;  and  ; 

(4)  The  implications  of  multinational  firms  on  the  piatterns  of  ' 
world  trade  and  investment  and  on  U.S.  trade  and  labor.  | 

It  is  the  committee's  expectation  that  these  studies  will  lead  to  con-  j 
structive  proposals  for  international  principles  for  insuring  free  and 
fair  competition  in  world  markets  and  which  would  guarantee  reci- 
procity for  U.S.  trade  and  investment.  Only  on  the  basis  of  the  full  | 
facts  can  the  committee  and  the  Congress  exercise  its  Constitutional  • 
prerogative  and  responsibilities  in  the  fi-eld  of  international  trade. 
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SuBPAET  4 — Miscellaneous  Provisions 

Section  371.  Amendments  to  Automotive  Products  Trade  Act  of  1965 

Section  371(a)  of  the  bill  amends  section  302(a)  of  the  Automotive 
Products  Trade  Act  of  1965  to  authorize  the  filing  of  petitions  by 
firms  or  groups  of  workers  with  the  President  for  certifications  of 
eligibility  to  apply  for  adjustment  assistance  under  title  III  of  the  1962 
Act.  Under  existing  law,  the  last  day  on  which  such  petitions  could  be 
filed  was  June  30,  1968. 

Section  371(b)  amends  the  side  heading  of  section  302  of  such  Act 
of  1965  to  read  ''Special  Authority". 

Section  371(c)  amends  subsections  (c)  and  (d)  of  such  section  302 
to  provide  that  in  determining  whether  groups  of  workers  or  firms  are 
eligible  to  apply  for  adjustment  assistance,  the  President  is  to  con- 
sider whether  or  not  the  operation  of  the  Agreement  Concerning  Auto- 
motive Products  Between  the  Government  of  the  United  States  of 
America  and  the  Government  of  Canada  has  been  a  substantial  factor 
(rather  than  the  primary  factor,  as  under  existing  law)  in  causing  or 
threatening  to  cause  dislocation  of  the  firm  or  group  of  workers. 
Section  371(c)  also  makes  a  conforming  change  in  section  302(g)(2) 
of  such  act  of  1965. 

Section  371(d)  provides  that  the  amendments  made  by  section  341 
apply  with  respect  to  petitions  for  certification  of  eligibility  filed 
after  the  date  of  the  enactment  of  the  bill,  except  that  such  amend- 
ments will  apply  only  with  respect  to  dislocations  which  began  after 
June  30,  1968.  Where  such  a  dislocation  began  after  June  30,  1968, 
and  before  July  1,  1970,  such  amendments  will  apply  only  if  the  peti- 
tion concerned  is  filed  on  or  before  the  90th  day  after  such  date  of 
the  enactment. 

Section  371(e)  directs  the  President  to  secure  elimination  by  the 
Government  of  Canada  of  its  duties  and  other  import  restrictions  on 
automobiles  produced  in  the  United  States.  If  this  is  not  achieved 
before  January  1,  1973,  the  amendment  directs  the  President  to 
exercise  the  authority  conferred  on  him  by  section  204  of  the  Auto- 
motive Products  Act  of  1965  to  terminate  in  whole  or  in  part  procla- 
mations issued  under  such  Act. 

Section  372.  Bates  of  Duty  on  Mink  Fur  skins;  Repeal  of  Embargo  on 
Certain  Furs 

Section  372(a)(1)  of  the  bill  adds  new  items  to  schedule  1,  part  5, 
subpart  B  of  the  Tariff  Schedules  to  establish  a  tariff  rate  quota  on 
mink  furskins.  A  quota  of  3,600,000  skins  is  established  for  each  cal- 
endar year  and  is  allocated  on  a  quarterly  basis.  Raw  or  not  dressed 
skins  entered  within  the  quota  are  duty  free  (as  at  present)  if  the 
column  1  rate  applies  and  dutiable  at  30%  ad  valorem  if  the  column  2 
rate  (rate  applied  if  the  article  is  the  product  of  a  designated  Com- 
munist country)  applies.  Dressed  furskins  entered  within  the  quota, 
if  in  the  form  of  plates,  mats,  linings,  strips,  crosses,  or  similar  forms, 
are  dutiable  at  12%  ad  valorem  if  not  dyed  (35%  ad  valorem  if  the 
column  2  rate  applies)  and  at  14%  ad  valorem  if  dyed  (40%  ad  valorem 
under  column  2).  Other  dressed  furskins  entered  within  quota  if  not 
dyed  are  dutiable  at  3.5%  ad  valorem  (25%  ad  valorem  under  column 
2)  and  if  dyed  are  dutiable  at  5.5%  ad  valorem  (30%  ad  valorem  under 
column  2).  Any  furskin,  whether  or  not  dressed  and  whether  dyed  or 
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not  dyed,  which  is  entered  in  a  calendar  year  after  the  quota  for  that 
year  is  filled  is  dutiable  at  25%  ad  valorem  under  column  1  and  40% 
ad  valorem  under  column  2. 

Section  372(a)(2)  adds  a  new  item  791.12  to  schedule  7,  part  13, 
subpart  B  of  the  Tariff  Schedules  making  garments  of  mink  dutiable 
at  14%  ad  valorem  under  column  1  and  at  50%  ad  valorem  under 
column  2. 

Section  372(b)  repeals  the  existing  embargo  in  headnote  4  to 
schedule  1,  part  5,  subpart  B  of  the  Tariff  Schedules  on  ermine,  fox, 
kolinsky,  marten,  mink,  muskrat,  and  weasel  furskins,  raw  or  not 
dressed  or  dressed,  which  are  the  product  of  the  Soviet  Union  or 
Communist  China  and  applies  a  duty  of  30%  ad  valorem  on  these 
articles,  raw  or  not  dressed. 

Section  372(c)  makes  the  amendments  and  the  repeal  effected  by 
section  372  of  the  bill  applicable  with,  respect  to  articles  entered,  or 
mthdrawm  from  warehouse,  for  consumption  on  or  after  January  1, 
1971. 

Section  373.  Bate  oj  Duty  on  Glycine  and  Certain  Related  Products 

Section  373(a)  of  title  III  of  the  bill  amends  schedule  7,  part  13,  sub- 
part B  of  the  Tariff  Schedules  to  provide  a  tariff  rate  quota  on  glycine 
(aminoacetic  acid)  and  salts  thereof,  and  certain  mixtures  of  glycine 
or  its  salts.  Under  the  quota,  the  first  1,500,000  pounds  of  the  articles 
entered  during  any  calendar  year,  and  the  first  375,000  pounds  entered 
during  any  calendar  quarter  are  dutiable  at  8.5%  ad  valorem  if  the 
column  1  rate  applies  and  at  25%  ad  valorem  if  the  column  2  rate 
applies.  Glycine,  salts,  and  mixtures  entered  after  the  annual  quota 
is  filled  in  a  calendar  year  or  the  quarterly  quota  is  filled  in  a  calendar 
quarter  are  dutiable  at  8.5%  ad  valorem  plus  25  cents  per  pound  under 
column  1  and  at  25%  ad  valorem  plus  25  cents  per  pound  under 
column  2. 

Section  373(b)  makes  the  tariff  rate  quota  established  in  section 
344(a)  effective  with  respect  to  articles  entered  on  or  after  January  1, 
1971. 

Section  374-  Ski  Bindings 

Section  374  of  the  bill  amends  schedule  7,  part  5,  subpart  D  of  the 
Tariff  Schedules  to  pro^dde  a  new  rate  on  parts  of  ski  bindings  (TSUS 
734.97)  of  3%  ad  valorem  on  January  1,  1971. 

Section  375.  Invoice  Information 

Section  375  of  title  III  of  the  bill  amends  section  481(a)  of  the  Tariff 
Act  of  1930  (relating  to  information  required  on  invoices  of  imported 
merchandise)  to  require  that  such  invoices  contain  such  information 
as  to  product  description  as  is  required  to  be  made  a  part  of  the  entry 
by  provisions  of  the  Tariff  Schedules  of  the  United  States,  Annotated. 

Section  376.  Reports  of  Imports  and  Exports 

Section  376  of  title  III  of  this  bill  amends  section  301  of  title  13  of 
the  United  States  Code  to  require  the  Secretary  of  Commerce  in 
compiling  and  publishing  any  information : 
(1)  With  respect  to  imports  to  state: 

(A)  The  dutiable  value  of  the  imported  article ;  and 

(B)  The  c.i.f.  value  of  the  imported  article;  and 
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(2)  With  respect  to  exports  to  state  separately  from  the  total 
value  of  all  exports : 

(A)  (i)  the  value  of  agriculture  commodities  exported 
under  the  Agricultural  Trade  Development  and  Assistance 
Act  of  1954,  as  amended ;  and 

(ii)  the  total  amount  of  all  export  subsidies  paid  to  ex- 
porters by  the  United  States  under  such  Act  for  the  exporta- 
tion of  such  commodities ;  and 

(B)  the  value  of  goods  exported  under  the  Foreign  Assist- 
ance Act  of  1961. 

Section  377.  Certain  Meat  and  Meat  Products 

Section  377  of  title  III  of  the  bill  amends  Public  Law  88-482  to 
include  "prepared"  fresh,  chilled  and  frozen  beef  and  veal  in  the  basic 
meat  import  quota  provisions  of  that  Act  and  to  allocate  the  annual 
total  quantities  of  all  meats  subject  to  import  limitations  on  a  quarterly 
basis. 

Section  378.  Trade  With  Foreign  Countries  Permitting  Uncontrolled 
Production  of  or  Trafficking  in  Certain  Drugs 
Section  378  of  title  III  of  the  bill  authorizes  the  President  of  the 
United  States  to  impose  an  embargo  or  suspension  of  trade  with  a 
nation  which  permits  tlie  uncontrolled  or  unregulated  production  of 
or  traflBcking  in  opium,  heroin,  or  other  poppy  derivatives  in  a  manner 
to  permit  these  drug  items  to  fall  into  illicit  commerce  for  ultimate 
disposition  and  use  in  the  United  States. 
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VIII.  AMENDMENTS  TO  PUBLIC  ASSISTANCE  PROGRAMS 
AND  WORK  INCENTIVE  PROGRAM 


A.  AID  TO  THE  AGED,  BLIND,  AND  DISABLED 


The  committee  has  a  continuing  deep  concern  for  those  of  our 
citizens  who  are  in  financial  need  because  of  old  age  or  because  of 
blindness  or  other  crippling  disabilities.  Accordingly,  the  committee 
bill  adds  provisions  to  the  House  bill  which  significantly  improve 
welfare  benefits  for  such  individuals.  At  the  same  time,  recognizing 
the  already  heavy  burden  of  welfare  expenditures  faced  by  the  States, 
the  committee  has  included  in  the  bill  provisions  which  will  not  only 
assure  no  increase  in  State  costs  because  of  the  improvements  in 
welfare  for  the  aged,  blind,  and  disabled,  but  will  also  actually  reduce 
State  budgets  for  these  programs. 

National  Minimum  Income  Standard  for  the  Needy  Aged,  Blind, 

AND  Disabled 


Under  present  law,  each  State  determines  the  level  of  assistance 
which  it  will  provide  to  needy  persons  under  the  Federally-matched 
programs  of  aid  to  the  aged,  blind,  and  disabled.  The  committee  recog- 
nizes that  this  arrangement  is  basically  sound  in  that  it  allows  each 
State  to  design  its  program  in  accord  with  its  resources  and  with  the 
level  of  costs  prevailing  within  the  States.  However,  the  committee 
also  feels  that  it  is  both  possible  and  appropriate  to  establish  by  Fed- 
eral law  a  minimum  level  of  income  support  applicable  on  a  nation- 
wide basis  to  all  needy  persons  who  are  aged,  blind,  or  disabled.  Ac- 
cording^ly,  the  committee  bill  would  require  States  to  provide  a  level 
of  assistance  sufficient  to  assure  persons  in  these  categories  a  total 
monthly  income  from  all  sources  of  at  least  $130  for  a  single  individual 
and  at  least  $200  for  a  couple.  Each  State  would,  of  course,  remain 
free  to  continue  or  establish  a  higher  standard. 


(Sec.  501  of  the  bill) 


Old-age  assistance:  State  needs  standards  and  payment  levels 


Single  person 


Couple 


Payment 
to  person 
with  no 


Payment 
to  couple 
with  no 


Standard 
of  need 


other 
income 


Standard 
of  need 


other 
income 


Alabama 
Alaska. _ 


$140 
211 
118 
135 
171 


$97 
211 
85 
94 
171 


$235 
273 
164 
224 
306 


$194 
273 
164 
188 
306 


Arizona.  _ 
Arkansas- 
California. 
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Old-age  assistance:  State  needs  standards  and  payment  levels — Continued 


Single  person 

Couple 

Payment 

Payment 

to  person 

to  couple 

with  no 

with  no 

Standard 

other 

Standard 

other 

of  need 

income 

of  need 

income 

Colorado 

132 

132 

264 

264 

Connecticut 

136 

136 

184 

184 

Delaware 

130 

100 

184 

184 

District  of  Columbia 

132 

112 

181 

153 

Florida 

114 

85 

170 

170 

Georgia 

93 

84 

151 

151 

Guam 

120 

120 

161 

161 

Hawaii 

122 

122 

191 

191 

Idaho 

153 

153 

190 

190 

Illinois 

176 

176 

ZZL 

Indiana 

128 

80 

183 

160 

Iowa 

122 

113 

186 

172 

Kansas 

128 

128 

173 

173 

Kentucky 

94 

94 

156 

156 

Louisiana__ 

137 

89 

zlU 

166 

Maine  _ 

130 

115 

205 

205 

Maryland 

91 

91 

124 

124 

Massachusetts 

169 

169 

243 

243 

Michigan 

156 

156 

198 

198 

Minnesota 

143 

143 

196 

1  OA 

Mississippi 

120 

65 

184 

130 

Missouri 

166 

91 

242 

182 

Montana 

110 

110 

172 

172 

Nebraska 

182 

182 

235 

235 

Nevada 

165 

165 

z64 

New  Hampshire 

160 

115 

196 

196 

New  Jersey 

157 

157 

232 

232 

New  Mexico 

116 

116 

159 

159 

New  York 

162 

162 

234 

234 

North  Carolina 

108 

108 

LoZ 

North  Dakota 

147 

140 

190 

180 

Ohio  

119 

119 

199 

199 

Oklahoma 

122 

122 

206 

206 

Oregon 

141 

113 

200 

160 

Pennsylvania 

128 

128 

1  no 
i9o 

1  QQ 

Puerto  Rico 

54 

18 

88 

29 

Rhode  Island 

163 

163 

211 

211 

South  Carolina 

87 

80 

121 

121 

South  Dakota 

145 

138 

189 

189 

Tennessee 

102 

97 

L^Z 

1  AO 
L^Z 

Texas 

115 

115 

184 

184 

Utah  

76 

76 

122 

122 

Vermont 

137 

137 

200 

200 

Virgin  Islands 

59 

59 

102 

102 

Virginia 

138 

138 

179 

179 

Washington 
West  Virginia 

192 

192 

247 

247 

146 

76 

186 

97 

Wisconsin 

103 

103 

164 

164 

Wyoming 

138 

104 

182 

178 
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For  aged  single  individuals  who  have  no  other  income,  this  pro- 
vision would  result  in  increased  assistance  in  about  31  States  wliere 
monthly  payments  to  such  persons  now  range  from  $65  to  $128.  Aged 
couples  would  receive  increased  assistance  payments  in  about  oG 
States. 

Concurrently  with  establishing  national  minimum  standards  for 
assistance  to  the  aged,  blind,  and  disabled,  the  committee  bill  would 
also  make  persons  receiving  assistance  under  these  programs  ineligibk- 
to  participate  in  the  food  stamp  program.  In  effect,  the  committee  bill 
would  give  needy  persons  more  cash  in  lieu  of  food  stamps. 

Effective  date— X^vil  1, 1971. 

Pass-Along  of  Social  Security  Increases  to  Welfare  Kecipients 
(Sec.  502  of  the  bill) 

Under  the  committee  bill,  social  security  benefits  would  be  increased 
by  10  percent,  Avith  the  minimum  basic  social  security  benefit  increased 
to  $100  from  its  present  $64  level.  If  no  modification  were  made 
in  the  present  welfare  law,  however,  many  needy  aged,  blind,  and 
disabled  persons  would  get  no  benefit  from  these  substantial 
increases  in  social  security  since  offsetting  reductions  would  be 
made  in  their  welfare  grants.  For  example,  a  needy  aged  individual 
in  the  State  of  Colorado  is  now  eligible  for  a  public  assistance  grant 
which  will  assure  him  a  total  monthly  income  of  $132.  If  he  now  gets 
the  minimum  social  security  benefit  of  $64,  his  assistance  grant  would 
be  $68.  If  his  social  security  benefit  is  raised  to  $100,  his  welfare  grant 
would  be  reduced  to  $32  leaving  him  with  the  same  total  monthlv 
income  of  $132  and  no  net  benefit  from  his  social  security  increase.  To 
assure  that  such  individuals  would  enjoy  at  least  some  benefit  from 
the  social  security  increases,  the  committee  bill  requires  States  to  raise 
their  standards  of  need  for  those  in  the  aged,  blind,  and  disabled  cate- 
gories by  $10  per  month  for  a  single  individual  and  $15  per  month  foi- 
a  couple.  As  a  result  of  this  provision,  recipients  of  aid  to  the  aged, 
blind,  or  disabled  who  are  also  social  security  beneficiaries  would  en- 
joy an  increase  in  total  monthly  income  of  at  least  $10  ($15  in  the  case 
of  a  couple) .  Thus,  in  the  above  example,  the  needy  aged  individual 
in  Colorado  would  have  his  welfare  grant  reduced  by  $10  less  than  the 
increase  he  rec-eives  in  social  security.  This  would  leave  him  with  a 
total  monthly  income  of  $142  as  compared  with  his  total  income  under 
present  law  of  $132. 

Under  the  committee  bill,  all  social  security  beneficiaries  also  re- 
ceiving aid  to  the  aged,  blind,  or  disabled  would  be  guaranteed  an 
increase  in  total  income  of  at  least  $10  ($15  for  a  couple).  The  social 
security  pass-along  provision  would  affect  needy  aged,  blind,  and 
disabled  persons  in  States  which  now  have  standards  of  need  in  excess 
of  $120  for  single  individuals  or  $185  for  couples.  Kecipients  in  States 
with  lower  standards  would  receive  an  increase  in  total  monthly 
income  of  at  least  $10  ($15  for  a  couple)  as  a  result  of  the  provision 
establishing  national  minimum  standards  of  $130  for  aged,  blind,  or 
disabled  individuals  and  $200  for  couples. 

E^ectwe  date—K^vW  1, 1971. 
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Defixitioxs  of  BLI^^>]N^ESS  axd  DiSABFLirr 
(Sees.  503  and  50i  of  the  bill) 

Under  present  law  each  State  is  free  to  prescribe  its  own  definition 
of  blindness  and  disability  for  purposes  of  eligibility  for  aid  to  the 
blind  and  aid  to  the  permanently  and  totally  disabled.  The  com- 
mittee belieyes  that  the  definition  of  these  basic  eligibility  factors  is 
a  proper  area  for  the  establishment  of  nationally  uniform  standards. 
Accordingly,  the  committee  bill  makes  applicable  to  these  programs 
the  definitions  of  blindness  and  disability  which  are  used  in  the  dis- 
ability insurance  program  established  under  Title  II  of  the  Social 
Security  Act. 

The  term  "disability"  would  be  defined  by  the  committee  bill  as  "in- 
ability to  engage  in  any  substantial  gainful  actiyity  by  reason  of 
any  medically  determinable  physical  or  mental  impairment  which 
can  be  expected  to  result  in  death  or  has  lasted  or  can  be  expected 
to  last  for  a  continuous  period  of  not  less  than  12  months."'  Un- 
der the  disability  insurance  program,  this  defuiition  is  now  found  in 
section  223(d)  (1)  of  the  Social  Security  Act.  The  proyisions  of  the 
disability  insurance  program  further  specif}^  that  this  definition  is 
met  only  if  the  disability  is  so  seyere  that  an  indiyidual  "is  not  only 
miable  to  do  his  preyious  work  but  cannot,  considering  his  age,  educa- 
tion, and  work  experience,  engage  in  any  other  kind  of  substantial 
gainful  work  which  exists  in  the  national  economy,  regardless  of 
whether  such  work  exists  in  the  immediate  area  in  which  he  liyes,  or 
whether  a  specific  job  yacancy  exists  for  him,  or  whether  he  would  be 
hired  if  he  applied  for  work."  (Sec.  223(d)  (2)  (A).)  This  same  test 
would  apply  in  determining  eligibility  for  welfare. 

The  term  "blindness"  would  be  defined  as  "central  yisual  acuity  of 
20/200  or  less  in  the  better  eye  with  the  use  of  correcting  lens.'' 
(Sec.  216  (i)  (1)  (B).)  Also  included  in  this  definition  would  be  the 
particular  sight  limitation  which  is  referred  to  as  "tunnel  yision." 

The  committee  bill  would  permit  States  to  continue  a-ssistance  to  dis- 
abled or  blind  indiyiduals  who  are  now  on  the  rolls  under  the  existing 
State  definition,  but  who  would  not  meet  the  Federal  definition  of 
blindness  or  disability. 

Effective  date—X-^vi\  1, 1971. 

Am  TO  THE  Blixd — -Prohibitiox  of  Liexs 
(Sec.  505  of  the  bill) 

Under  present  law,  States  may  at  their  discretion  impose  liens 
against  the  property  of  recipients  of  cash  public  assistance  grants. 
The  committee  feels  that  it  is  inappropriate  to  require  a  blind  indiyid- 
ual to  agree  to  a  lien  against  his  property  in  order  to  be  eligible  to 
receiye  welfare  assistance.  Accordingly,  the  committee  bill  would  pro- 
hibit the  imposition  of  such  liens  against  the  property  of  blind  in- 
diyiduals as  a  condition  of  eligibility  for  aid  to  the  blind. 

Effective  date—X]yv\\  1, 1971. 
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Fiscal  Relief  for  the  States 
(Sec.  506  of  the  bill) 

The  committee  is  aware  that  the  rapid  growth  of  welfare  ex- 
penditures in  recent  years  has  severely  strained  the  fiscal  capacities  of 
the  States,  and  feels  that  the  States  should  not  be  made  to  bear  the 
additional  costs  resulting  from  the  improvements  which  the  com- 
mittee bill  makes  in  the  welfare  programs  for  the  aged,  blind,  and 
disabled.  In  particular,  the  committee  notes  that  some  of  the  States 
which  are  already  among  those  making  the  greatest  fiscal  effort  in 
these  programs  relative  to  per  capita  income  would  also  be  among  the 
States  required  by  this  bill  to  make  the  largest  increases  in  their  levels 
of  assistance.  While  a  certain  amount  of  fiscal  relief  will  accrue  to  the 
States  to  the  extent  that  welfare  grants  are  reduced  because  of  the 
increases  which  the  bill  provides  in  social  security  benefits,  this  relief 
is  not  necessarily  distributed  in  a  way  which  reflects  the  relative 
welfare  burdens  of  the  States  under  present  law  or  under  the  ad- 
ditional requirements  imposed  by  the  bill. 

The  committee  bill  accordingly  contains  a  provision  to  assure  that 
with  respect  to  aid  for  the  aged,  blind,  and  disabled  all  the  additional 
expenditures  required  by  the  bill  will  be  met  without  increasing  State 
costs,  and,  furthermore,  that  the  present  State  liabilities  under  these 
programs  will  be  reduced.  The  bill  provides  that  States  in  future 
years  will  not  be  required  to  spend  more  for  assistance  to  the  aged, 
blind,  and  disabled  than  90  percent  of  their  expenditures  for  this  pur- 
pose in  calendar  year  1970.  The  10  percent  savings  would  be  paid 
from  Federal  funds  as  would  the  full  amount  of  any  increased  ex- 
penditures resulting  from  mandatory  provisions  of  the  bill  (such  as 
the  $10  pass-along  of  social  security  increases  and  the  $130  national 
minimum  standard  for  assistance  to  the  aged,  blind,  and  disabled). 
Increases  in  caseloads  resulting  from  normal  program  growth  (for 
example,  as  a  result  of  population  increases)  would  also  be  fully  paid 
for  with  Federal  funds,  but  increased  expenditures  resulting  from 
liberalizations  in  State  welfare  programs  not  required  by  Federal  law 
would  not  be  covered  by  the  90  percent  limitation.  The  costs  of  any 
such  non-mandatory  program  liberalizations  would  be  shared  by 
the  Federal  and  State  Governments  in  accordance  with  the  regular 
matching  provisions. 
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How  this  provision  could  work  is  illustrated  in  the  following  table. 

Illustration  of  how  committee  bill  could  affect  expenditures  for  aid  to  the  aged,  blind, 
and  disabled  in  a  hypothetical  State 

[In  millions  of  dollars] 

Federal  State 


Total 

Present 
matching 

Commit- 
tee bill 

Present 
matching 

Commit- 
tee bill 

1Q70  posts 

$100 

$60 

^  J 

$40 

V  ^ 

Costs  in  a  future  year: 

(a)  Continuing  present  level- _ 
(6)  Normal  program  growth- _ 
(c)  $130  minimum;  $10  pass- 
along;  other  require- 
ments of  committee 
bill  

100 
10 

20 

60^ 
6 

12. 

94 

40^ 
4 

8 

36 

Total  

(d)  Growth  from  optional 

State  program  changes. _ 

130 
10 

78 
6 

94 
6 

52 
4 

36 
4 

Total  

140 

84 

100 

56 

40 

1  Not  applicable. 

In  the  hypothetical  State  described  in  the  above  table,  total  Federal- 
State  expenditures  for  calendar  year  1970  are  $100  million  with  the 
State  now  paying  40  percent  ($40  million)  and  the  Federal  Govern- 
ment paying  60  percent  ($60  million).  In  a  future  year,  the  costs  of 
the  program  based  on  the  continuation  of  present  program  levels  could 
be  $100  million  to  which  might  be  added  a  cost  of  $10  million  result- 
ing from  population  increase  and  other  normal  program-growth 
factors,  and  a  cost  of  $20  million  resulting  from  the  social  security  pass- 
along,  the  national  minimum  standard  of  $130  and  other  mandatory 
requirements  of  the  committee  bill.  This  would  bring  program  costs 
for  the  year  in  question  to  a  total  of  $130  million.  Under  present  match- 
ing provisions  as  applicable  to  this  State,  the  Federal  Government 
would  pay  60  percent  ($78  million)  and  the  State  would  pay  40  per- 
cent ($52  million).  The  committee  bill,  however,  would  limit  the 
State's  share  of  these  expenditures  to  $36  million — 90  percent  of  its 
1970  expenditures  of  $40  million.  Thus,  under  the  committee  bill,  the 
total  program  costs  of  $130  million  would  be  shared  as  follows :  Federal 
share  of  $94  million  (72%)  ;  State  share  of  $36  million  (28%).  If,  in 
the  following  j^ear,  total  expenditures  rose  to  $150  million,  the  State's 
share  would  remain  at  $36  million.  (On  a  percentage  basis,  its  share 
would  drop  to  24% ) . 

If,  however,  a  State  raised  its  standards  to  more  than  the  amount 
required  by  the  $10  social  security  pass-along  provision  or  the  $130 
national  minimum,  or  if  it  made  other  program  liberalizations  not 
required  by  the  committee  bill,  it  would  have  to  bear  its  full  share  of 
the  extra  costs  resulting  from  such  actions  according  to  the  regular 
Federal-State  matching  provisions.  Thus,  in  the  above  example,  if 
there  were  $10  million  of  additional  costs  from  optional  State  liber- 
alizations, the  State  would  be  responsible  for  40  percent  of  these  costs — 
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$4  million — which  would  be  added  to  its  $36  million  share  of  other 
program  costs. 

Effective  date — April  1, 1971. 

B.  FEDERAL  CHILD  CARE  CORPORATION 

(Sec.  510  of  the  bill) 

At  the  present  time  the  lack  of  adequate  child  care  represents 
perhaps  the  single  greatest  impediment  to  the  efforts  of  poor 
families,  especially  those  headed  by  a  mother,  to  achieve  economic 
independence. 

The  Committee  on  Finance  has  long  been  involved  in  issues  relat- 
ing to  child  care.  The  committee  has  been  dealing  with  child  care  as  a 
segment  of  the  child  welfare  program  of  the  Social  Security  Act  since 
the  original  enactment  of  the  legislation  in  1935.  Over  the  years,  au- 
thorizations for  child  welfare  funds  were  increased  in  legislation  acted 
on  by  the  committee. 

A  new  emphasis  began  with  the  Public  Welfare  Amendments  of 
1962,  in  which  the  committee  placed  increased  stress  on  child  care  serv- 
ices through  a  specific  earmarking  of  child  welfare  funds  for  the  pro- 
vision of  child  care  for  working  mothers.  In  the  1967  Social  Security 
Amendments,  the  committee  made  what  it  believed  to  be  a  monumental 
commitment  to  the  expansion  of  child  care  services  as  part  of  the  work 
incentive  program.  Although  the  legislative  hopes  have  not  been  met, 
and  much  less  child  care  has  been  provided  than  was  anticipated,  it  is 
a  fact  that  child  care  provided  under  the  Social  Security  Act  consti- 
tutes the  major  Federal  support  for  the  care  of  children  of  working 
parents  today.  Through  its  support  of  child  welfare  legislation  and 
programs,  the  committee  has  shown  its  interest,  too,  in  the  quality  of 
care  which  children  receive. 

As  part  of  its  continuing  concern  for  the  welfare  of  families  with 
children  who  are  in  need,  the  committee  is  proposing  a  new  approach 
to  the  problem  of  expanding  the  supply  of  child  care  services  and 
improving  the  quality  of  these  services.  The  committee  bill  thus  in- 
cludes provision  for  the  creation  of  a  Federal  Child  Care  Corpora- 
tion, with  the  basic  goal  of  making  child  care  services  available 
throughout  the  Nation  to  the  extent  they  are  needed.  It  is  the  com- 
mittee's belief  that  this  new  and  innovative  approach  to  child  care 
services  can  make  a  substantial  impact  on  the  Nation's  problems  of 
poverty  and  dependency. 

Need  for  Child  Care  Services 

The  need  for  child  care  resources  is  great  and  is  growing,  and  it  re- 
flects the  increasing  participation  of  mothers  in  our  Nation's  labor 
force.  The  number  of  working  mothers  has  increased  more  than  seven 
times  since  1940,  and  has  more  than  doubled  since  1950.  There  are,  at 
the  present  time,  approximately  13  million  women  with  children 
under  age  18  who  are  in  the  labor  force.  More  than  four  million  of 
these  women  have  children  under  age  6. 

Furthermore,  the  number  of  women  workers  is  expected  to  grow 
rapidly  in  the  years  to  come,  and  in  fact  is  expected  to  increase  faster 
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than  the  number  of  men  workers.  It  is  estimated  that  by  1980,  the 
labor  force  will  include  more  than  5  million  mothers  between  the  ages 
of  20  and  44  who  have  children  under  age  5.  This  would  represent  an 
mcrease  of  more  than  40  percent  in  the  number  of  such  mothers  just 
over  the  next  decade. 

We  know  that  at  the  present  time  there  are  many  mothers  who 
would  be  working  if  they  could  arrange  adequate  care  for  their 
children.  This  is  as  true  of  mothers  in  low-income  families  as  it  is  of 
middle-class  mothers.  A  recent  study  of  welfare  mothers  in  New  York 
City  showed  that  seven  out  of  10  would  prefer  to  work  if  they  could 
find  care  for  their  children.  Similarly,  studies  and  statistics  relating 
to  the  Work  Incentive  Program  (WIN)  for  recipients  of  aid  to 
families  with  dependent  children  have  shown  that  lack  of  child  care 
is  a  major  impediment  preventing  mothers  from  participating  in  em- 
ployment and  training  programs. 

A  recent  study  bv  the  Department  of  Health,  Education,  and  Wel- 
fare on  the  Aid  to  Families  with  Dependent  Children  program  points 
out  that  in  the  1960's  the  proportion  of  AFDC  women  with  high  em- 
plovment  potential  increased  from  25.3  percent  in  1961  to  44.5  percent 
in  1968.  The  researcher.  Perry  Levinson,  stated  that  "as  the  AFDC 
caseload  grew  ever  larger  between  1961  and  1968,  recipients  were  more 
and  more  women  who  had  stronger  educational  and  occupational  back- 
grounds, that  is,  high  employment  potential."  However,  over  80  per- 
cent of  the  women  reportedlv  could  not  take  jobs  because  they  had 
children  under  8  at  home,  while  more  than  50  percent  lacked  day-care 
facilities. 

The  facts  and  figures  document  the  very  great  demand  bv  parents 
at  all  economic  levels  for  child  care  resources.  Unfortunately,  we  can 
also  document  the  very  poor  supply  of  resources  available  to  meet  this 
demand. 

Recent  statistics  indicate  that  licensed  child  care  facilities  todav  can 
accommodate  only  between  600.000  and  700,000  children.  That  is.  of 
course,  only  a  fraction  of  the  children  who  now  need  child  care  serv- 
ices. Many  "latchkey  children"  are  left  with  no  supervision  whatso- 
ever; other  children  are  placed  in  child  care  programs  which  do  not 
even  provide  custodial  care  of  adequate  nualitv,  much  less  the  kind  of 
care  which  would  meet  the  child's  individual  needs  for  healthy  de- 
velopment. 

The  committee  is  concerned  that  in  spite  of  greatly  increased  will- 
ingness to  pay  for  child  care  services  by  both  sfovernmental  institu- 
tions and  by  private  individuals,  the  supply  of  child  care  services  is 
not  increasins:  rar»idly.  In  1967.  whert  flip,  Con.q-ress  establi^jlied  the 
Work  Incentive  Program,  unlimited  Federal  matchinsr  furidc;  were 
authorized  for  child  care  for  mothers  in  work  and  trainino-.  Dp«pite 
a  Fpderal  appropriation  of  $25  million  in  fiscal  1969.  onlv  $4 

million  was  actually  used  to  purchase  child  cnre.  In  fiscal  venr  1970, 
$52  million  was  appropriated  but  onlv  f^18  million  was  u«?ed.  The  De- 
partment of  Health,  Education,  and  Welfare  showed  itself  unable 
to  utilize  funds  appropriated  by  the  Congress  to  expand  the  availabil  • 
ity  of  child  care. 

A  major  reason  for  this  failure  to  utilize  the  funds  available  was  the 
lack  of  administrative  organization,  initiative  and  know-how  to  create 
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and  provide  child  care  services,  as  well  as  barriers  at  the  local  level 
through  licensing  and  other  requirements.  In  other  words,  the  present 
method  of  simply  providing  matching  funds  to  the  States  and  hoping 
that  child  care  will  become  available  is  not  working.  It  is  not  resulting 
in  the  necessary  increase  in  supply. 

The  States  themselves  have  had  very  limited  resources  to  devote  to 
child  care,  and  for  many  of  them  child  care  services  have  been  given 
a  low  priority.  A  number  of  State  governments  are  not  staffed  to 
handle  child  care  services,  even  on  a  minor  scale.  Many  States  which 
have  established  licensing  requirements  do  not  have  the  staff  to  con- 
structively help  organizations  wishing  to  establish  child  care  facilities 
to  meet  the  licensing  requirements. 

In  very  few  instances  is  there  strong  State  initiative  in  promoting 
the  development  of  child  care  resources.  Private  voluntary  organiza- 
tions by  their  own  efforts  alone  are  not  capable  of  meeting  the 
magnitude  of  need  for  child  care  services,  however  admirable  a  job 
they  are  able  to  do  in  individual  instances.  Local  governments  have 
shown  themselves  generally  to  be  incapable  of  providing  leadership  in 
this  area,  and  in  many  cases  unnecessarily  restrictive  and  complex  lo- 
cal ordinances  make  it  difficult  for  any  group  to  establish  a  licensed 
child  care  facility. 

Private  enterprise  has  begun  to  move  into  the  gap,  and  in  some  areas 
is  doing  an  excellent  job  in  providing  needed  child  care.  On  its  own, 
however,  we  cannot  expect  private  enterprise  to  do  the  whole  job  of 
organizing  and  providing  a  wide  range  of  child  care  services  wherever 
they  are  needed  in  the  Nation. 

It  is  the  committee's  view  that  we  need  a  new  mechanism  in  facing 
this  problem,  a  single  organization  which  has  both  the  responsibility 
and  the  capability  of  meeting  this  Nation's  child  care  needs.  It  must 
be  an  organization  which  has  the  welfare  of  families  and  children  at 
the  forefront,  an  organization  which,  though  national  in  scope,  will 
be  able  to  respond  to  individual  needs  and  desires  on  the  local  level. 
It  must  be  an  organization  which  will  be  able  both  to  make  use  of  the 
child  care  resources  which  now  exist  and  to  promote  the  creation 
of  new  resources.  It  must  be  able  to  utilize  the  efforts  of  governmental 
agencies,  private  voluntary  organizations,  and  private  enterprise. 

The  new  Federal  Child  Care  Corporation,  which  would  be  created 
under  the  committee  bill,  is  intended  to  be  such  an  organization. 

Establishment  of  Federal  Child  Care  Corporation 

The  basic  goal  of  the  Corporation  would  be  to  arrange  for  making 
child  care  services  available  throughout  the  Nation  to  the  extent  they 
are  needed.  As  its  first  priority,  the  Corporation  must  provide  services 
to  present,  past,  and  potential  welfare  recipients  who  need  child  care 
in  order  to  undertake  or  continue  employment  or  training. 

To  provide  the  Corporation  with  initial  working  capital,  the  Secre- 
tarv  of  the  Treasury  would  be  required  to  lend  the  Corporation  S50 
million  as  working  capital,  to  be  placed  in  a  revolving  fund.  With 
these  funds  the  Cornoration  would  becrin  arranging:  for  day  care  serv- 
ices. Initially,  the  Corporation  would  contract  with  existing  public, 
nonprofit  private,  or  proprietary  facilities  providing  child  care  serv- 
ices. The  Corporation  would  also  provide  technical  assistance  and  ad- 
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vice  to  groups  and  organizations  interested  in  setting  up  day  care 
facilities  under  contractual  relationship  with  the  Corporation.  The 
committee  bill  would  in  addition  authorize  the  Corporation  to  provide 
child  care  services  directly  in  its  own  facilities.  It  would  be  expected 
that  services  would  be  provided  directly  onh^  where  they  are  not  other- 
wise available  or  where  the  quality  of  existing  services  is  unacceptably 
low. 

Financing  Child  Care  Provided  by  the  Corporation 

The  Corporation  would  have  three  sources  of  funds  wi(h  which 
to  operate : 

1.  A  $50  million  loan  from  the  Treasury  to  initiate  a  revolv- 
ing fund ; 

2.  Revenue  bonds  which  could  be  sold  to  finance  construction  of 
facilities  (this  is  discussed  in  more  detail  beloAv) ,  and 

3.  Fees  paid  for  child  care  services. 

Of  the  three,  fees  represent  by  far  the  most  important  source  of 
funds. 

The  Corporation  Avould  charge  fees  for  all  child  care  services  pro- 
vided or  arranged  for ;  these  fees  would  go  into  the  revolving  fund  to 
provide  capital  for  further  development  of  child  care  services.  The 
fees  would  have  to  be  set  at  a  reasonable  level  so  that  parents  desiring 
to  purchase  child  care  can  afford  them;  but  the  fees  would  have  to 
be  high  enough  to  fully  cover  the  Corporation's  costs  in  arranging 
for  the  care. 

It  should  be  emphasized  that  the  Federal  Child  Care  Corporation 
whiich  would  be  created  under  the  committee  bill  would  provide  a 
mechanism  for  expanding  the  availability  of  child  care  services,  but 
it  would  not  itself  provide  funds  for  the  subsidization  of  child  care 
provided  the  children  of  low  income  working  mothers.  These  costs 
would  be  met,  as  under  present  law,  through  the  welfare  programs, 
although  the  Federal  share  for  child  care  costs  would  be  raised  from 
75  percent  to  90  percent  (in  certain  cases,  100  percent).  It  would  be 
expected  that  the  Corporation  would  derive  a  major  source  of  its 
funding  from  fees  charged  for  child  care  provided  the  children  of 
mothers  on  welfare. 

In  view  of  the  past  history,  the  committee  anticipates  that  in  most 
cases,  welfare  agencies  will  find  it  convenient  to  utilize  the  Corpora- 
tion for  the  provision  of  child  care  services.  However,  the  committee 
bill  would  not  require  them  to  do  so. 

If  after  its  first  2  years  the  Corporation  felt  it  needed  funds  for 
capital  investment  in  the  construction  of  new  child  care  facilities  or 
the  remodeling  of  old  ones,  it  would  be  authorized  to  issue  bonds 
backed  by  its  future  fee  collections.  Up  to  $50  million  in  bonds  could 
be  issued  each  year  beginning  with  the  third  year  after  the  Corpora- 
tion's establishment,  with  an  overall  limit  of  $250  million  on  bonds 
outstanding. 

The  committee  bill  is  carefully  designed  so  that  the  Corporation's 
operations  and  capital  expenditures  over  the  long  run  would  not  cost 
the  taxpayers  a  penny.  The  Corporation  would  pay  interest  on  the  ini- 
tial $50  million  loan  from  the  Treasury,  interest  which  each  year 
would  matcli  the  average  interest  paid  by  the  Treasury  on  its  borrow- 
ings. The  Corporation  would  further  be  required  to  amortize  the  loan 
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over  a  25-year  period  by  paying  back  principal  at  the  rate  of  $2  million 
annually.  Finally,  the  Corporation's  capital  bonds  would  be  sold  di- 
rectly to  the  public  and  would  not  be  guaranteed  by  the  Government, 
but  only  by  the  future  revenues  of  the  Corporation. 

Kinds  or  Child  Care  Offered 

From  the  standpoint  of  parents,  the  Corporation  would  provide  a 
convenient  source  of  all  kinds  of  child  care  services,  at  reasonable 
fees.  Like  the  Social  Security  Administration,  the  Corporation  even- 
tually would  maintain  offices  in  all  larger  communities  of  the  Nation, 
Avhere  parents  desiring  child  care  services  would  be  able  to  obtain 
them  through  the  Corporation  either  directly  in  Corporation  facilities 
or  in  facilities  under  contract  with  the  Corporation.  In  either  case, 
the  parents  could  be  confident  that  the  child  care  services  were  under 
the  supervision  of  the  Corporation  and  met  the  standards  set  forth 
in  the  bill. 

The  bill  would  require  the  Corporation  to  make  available  a  wide 
variety  of  child  care  services,  some  already  well  known  and  some 
unavailable  in  most  places  today.  For  example: 

Parents  primarily  interested  in  an  intensive  educational  experi- 
ence for  their  preschool-age  children  would  be  able  to  send  their 
children  to  nursery  schools,  kindergartens  (where  these  are  not 
already  provided  by  the  school  system),  or  child  development 
centers  such  as  those  under  the  Headstart  program. 

Parents  seeking  full-day  child  care  in  a  facility  offering  a 
balanced  program  of  education  and  recreation  for  preschool-age 
children  would  be  able  to  send  their  children  to  a  child  care  center. 

Parents  wishing  to  have  their  preschool-age  child  cared  for  in 
a  home  setting  among  a  small  group  of  children  under  the  super- 
vision of  a  trained  adult  would  be  able  to  select  a  family  day 
care  home. 

Parents  of  school -age  children  would  be  able  to  choose  a  facility 
whose  hours  and  programs  were  patterned  to  complement  the 
child's  day  in  school.  School-age  child  care  could  take  the  form 
of  a  recreational  program  run  by  the  school  itself,  or  it  could  be 
offered,  like  preschool-age  child  care,  in  a  center  or  under  trained 
adult  supervision  in  a  home. 

Parents  seeking  child  care  during  the  summer  vacation  would 
be  able  to  send  their  children  to  day  camps  or  summer  camps. 

The  Corporation  would  be  required  to  establish  temporary  or 
drop-in  child  care  facilities  for  the  parent  who  requires  cliild  care 
services  from  time  to  time  while  taking  courses  at  a  school  or 
university,  shopping,  or  otherwise  engaged. 

The  Corporation  would  be  required  to  arrange  for  at -homo 
child  care,  or  babysitting.  This  would  enable  a  parent  to  con- 
tinue at  work  if  the  child  became  sick  or  had  a  brief  school  vaca- 
tion. It  Avould  also  assure  the  parent  of  the  availability  of  baby- 
sitting during  the  day  as  well  as  in  the  evening  when  the  ])arent 
was  absent. 

Parents  requiring  child  care  services  regularly  at  niglit  would 
be  able  to  send  them  to  night  care  facilities,  primarily  designed 
to  care  for  the  child  during  sleeping  hours.  Nurses,  maintenance 
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staff,  and  persons  in  other  nighttime  jobs  now  find  it  almost  im- 
possible to  arrange  for  child  care  services  while  they  work. 

Parents  requiring  care  for  their  children  24  hours  a  day  for 
less  than  a  month  would  be  able  to  arrange  for  the  care  at  a  board- 
ing facility.  This  kind  of  facility,  which  could  be  a  summer  camp, 
would  provide  care  if  the  parents  plamied  to  be  away  for  a  week- 
end or  for  a  vacation.  If  a  welfare  agency  were  purchasing  care 
on  the  child's  behalf,  provision  could  be  made  for  a  disadvantaged 
child  in  a  city  to  be  sent  to  summer  camp. 

Establishing  New^  Child  Care  Facilities 

The  Corporation  will  depend  for  its  success  in  expanding  the  avail- 
ability of  child  care  services  on  the  efforts  of  public  and  private  groups 
at  the  local  level  in  establishing  child  care  facilities.  It  is  the  commit- 
tee's hope  that  local  parent  groups,  churches,  and  other  organizations 
will  be  stimulated  to  establish  child  care  facilities.  Today,  such  groups 
must  go  through  cumbersome  administrative  procedures  to  establish 
a  child  care  facility,  if  indeed  they  are  able  to  establish  one  at  all. 

Under  the  committee  bill,  they  would  merely  need  to  contract  with 
the  Corporation  for  the  provision  of  child  care  services.  If  the  Cor- 
poration is  assured  that  the  group  can  fulfill  its  commitment,  the  group 
will  be  able  to  receive  advance  funding  to  begin  operations.  Moreover, 
certification  by  the  Corporation  will  replace  the  present  time-con- 
suming approvals  required  from  various  agencies  at  the  local  level. 

If  the  Corporation  is  in  particular  need  of  child  care  facilities  in  an 
area  and  facilities  exist  but  are  of  low  quality,  the  Corporation  might 
contract  with  the  understanding  that  the  facility  will  be  improved. 
If  the  promised  improvement  does  not  take  place,  the  Corporation 
would  be  expected  to  provide  child  care  services  directly  in  the  future 
rather  than  to  continue  to  contract  for  services  of  unacceptable  quality. 

Child  care  services  organized  by  parents  or  run  with  extensive 
parent  participation  have  shown  great  promise  in  raising  the  educa- 
tional level  of  disadvantaged  children  in  deprived  areas.  Groups  in- 
terested in  promoting  parent  involvement  should  find  it  possible  to 
establish  child  care  facilities  through  the  Corporation  where  they  are 
unable  to  do  so  today. 

Training  of  Child  Care  Personnel 

The  committee  regrets  that  lack  of  trained  personnel  has  hampered 
efforts  to  expand  child  care  services  in  the  past.  It  is  clear  that  the 
mirpose  of  establishing  the  Federal  Child  Care  Corporation  Avill  be 
frustrated  if  this  situation  is  not  changed.  Authority  already  exists 
under  section  426  of  the  Social  Security  Act  for  the  training  of 
personnel  in  the  child  care  field.  It  is  the  committee's  intention  that 
sufficient  funding  be  sought  under  this  authority  to  greatly  expand 
child  care  personnel. 

In  addition,  the  committee  feels  that  many  mothers  receiving  Aid 
to  Families  with  Dependent  Children  have  both  the  inclination  and 
the  ability  to  provide  child  care  for  other  children.  It  is  the  commit- 
tee's intention  that  welfare  mothers  and  other  women  in  low-income 
neighborhoods  where  the  need  for  child  care  services  is  greatest  be 
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given  the  highest  possible  priority  in  training  additional  child  care 
personnel.  It  is  w  ith  this  goal  in  mind  that  the  committee  bill  would 
direct  the  Secretary  of  Labor  to  utilize  the  Work  Incentive  Program 
to  the  maxnnum  extent  in  providing  training  for  welfare  recipients 
to  become  proficient  in  child  care. 

In  addition,  the  Corporation  is  authorized  to  conduct  (either 
directly  or  by  contract)  in-service  training  programs  to  prepare 
individuals  in  the  child  care  field.  It  is  the  committee's  hope  that  these 
provisions  will  enable  the  Corporation  to  accomplish  two  aims  at 
once — ending  the  dependency  of  some  welfare  recipients  by  providing 
opportunities  in  child  care,  and  expanding  child  care  services  so  that 
other  mothers  on  welfare  may  have  an  opportunity  for  employment. 

Construction  of  Child  Care  Facilities 

It  is  the  committee's  view  that  child  care  services  can  be  greatly 
expanded  through  the  utilization  of  existing  facilities  not  now  used 
during  the  week.  Schools  often  are  not  used  after  school  hours, 
churches  and  Sunday  schools  are  frequently  available  during  the 
week.  Apartment  houses,  public  housing  units,  office  buildings  and 
even  factories  can  serve  as  convenient  child  care  locations,  though 
they  are  seldom  so  used  today.  The  committee  bill  provides  authority 
for  the  Corporation  to  issue  revenue  bonds  for  capital  construction 
costs,  but  it  is  the  committee's  intention  that  construction  be  resorted 
to  only  when  child  care  services  may  not  otherwise  be  provided.  With 
the  provisions  of  the  bill  discussed  below,  enabling  facilities  arranged 
for  through  the  Corporation  to  be  safe  while  avoiding  unnecessarily 
stringent  local  building  codes,  it  should  be  possible  to  expand  facilities 
with  only  sparing  resort  to  the  construction  authority. 

Child  Care  Standards 

As  has  been  noted,  of  the  millions  of  children  who  are  not  cared  for 
by  their  parents  during  the  day,  well  under  1  million  receive  care  in 
licensed  child  care  facilities.  One  of  the  major  goals  of  the  committee 
bill  is  to  insure  that  the  facilities  providing  care  under  the  Corpora- 
tion's auspices  meet  national  child  care  quality  standards  which  are 
set  forth  in  the  bill. 

When  Dr.  Edward  Zigler,  the  head  of  the  Office  of  Child  Develop- 
ment in  the  Department  of  Health,  Education,  and  Welfare,  was  be- 
fore the  Committee  for  hearings  on  his  confirmation,  he  was  asked  if 
he  agreed  that  it  was  unnecessarily  difficult  to  set  up  a  licensed  child 
care  facility  in  a  large  city.  Dr.  Zigler  replied : 

I  think  it  is  probably  true  that  there  have  been  so  many  de- 
mands placed  on  both  profit  and  non-profit  groups  that  in  certain 
instances  it  is  becoming  ridiculous  because  there  is  overlapping 
responsibility  on  the  part  of  local  people.  State  people,  and  so 
forth.  I  think  if  we  are  serious  about  setting  up  a  worthwhile 
social  institution  such  as  day  care  for  working  mothers  we  may 
have  to  develop  guidelines  at  a  national  level  which  would  have 
some  natiouAvide  application.  It  would  be  a  standard  process  be- 
cause now  it  is  too  difficult  and  it  is  too  rigid,  and  I  am  very 
much  afraid  the  professionals  have  overdone  themselves  here. 
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They  have  bent  so  far  backwards  in  protecting  the  physical  wel- 
fare at  the  expense  of  psychological  wellbeing  that  I  do  not  find 
myself  in  great  sympathy  with  some  of  the  statutes. 
As  Dr.  Zigler  points  out,  overly  rigid  licensing  requirements  in 

general  have  relegated  children  to  unsupervised  and  unlicensed  care, 

if  indeed  any  care,  while  their  parents  work. 
The  problem  is  highlighted  in  a  recent  report  entitled  "Day  Care 

Centers — The  Case  for  Prompt  Expansion,"  which  explains  why 

day  care  facilities  and  programs  in  New  York  City  have  lagged 

greatly  behind  the  demand  for  them : 

The  City's  Health  Code  governs  all  aspects  of  day  care  center 
oi)erations  and  activities.  Few  sections  of  the  Code  are  more  de- 
tailed and  complex  than  those  which  set  forth  standards  for  day 
care  centers.  The  applicable  sections  are  extremely  detailed,  con- 
tain over  7,000  words  of  text  and  an  equal  volume  of  footnotes, 
and  stretch  over  two  articles  and  twenty  printed  pages. 

The  provisions  of  the  City's  Health  Code  that  apply  to  day  care 
center  facilities  constitute  the  greatest  single  obstacle  to  develop- 
ment of  new  day  care  center  facilities.  The  highly  detailed,  and 
sometimes  very  difficult-to-meet,  specifications  for  day  care  fa- 
cilities inhibit  the  development  of  new  facilities.  Obviously 
there  must  be  certain  minimum  fire,  health,  and  safety  standards 
for  the  protection  of  children  in  day  care  centers.  The  provisions 
of  the  Health  Code  go  far  beyond  this  point.  Indeed,  some  sec- 
tions of  the  Code  are  a  welter  of  complex  detail  that  encourages 
inflexibility  in  interpretation  and  discourages  compliance. 

Section  45.11  (i)  of  the  Health  Code,  for  example,  reads: 
"Toilets  shall  be  provided  convenient  to  playrooms,  classrooms 
and  dormitories  and  the  number  of  such  toilets  shall  be  prescribed 
by  section  47.13  for  a  day  care  service,  49.07  for  a  school,  or  51.09 
for  a  children's  institution.  In  a  lavatory  for  boys  six  years  of 
age  and  over,  urinals  may  be  substituted  for  not  more  than  one- 
third  of  the  number  of  toilets  required.  When  such  substitution 
is  made,  one  urinal  shall  replace  one  toilet  so  that  the  total  number 
of  toilets  and  urinals  shall  in  no  case  be  less  than  the  number  of 
required  toilets.  Toilets  and  urinals  shall  be  of  such  height  and 
size  as  to  be  usable  by  the  children  without  assistance." 

Subsection  6  of  Section  45.11  of  the  Health  Code  is  another 
example.  It  prescribes  lighting  standards  for  day  care  centers, 
as  follows : 

(1)  Fifty  foot  candles  of  light  in  drafting,  typing,  or  sewing 
rooms  and  in  all  classrooms  used  for  partially  sighted  children; 

(2)  Thirty  foot  candles  of  light  in  all  other  classrooms,  study 
halls  or  libraries ; 

(3)  Twenty  foot  candles  of  light  in  recreation  rooms; 

(4)  Ten  foot  candles  of  light  in  auditoriums,  cafeterias,  locker 
rooms,  washrooms,  corridors  containing  lockers;  and 

( 5 )  Five  foot  candles  of  light  in  open  corridors  and  store  rooms. 
Legally,  only  those  centers  that  conform  to  the  Health  Code 

may  be  licensed.  Faced  with  Health  Code  requirements  of  such 
detail,  personnel  of  the  Divisions  concerned  in  the  Department 
of  Health  and  in  the  Department  of  Social  Services  have  had 
to  choose  between  considering  the  regulations  as  prerequisites  to 
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the  licensing  of  new  day  care  centers  or  merely  as  goals  toward 
which  to  work. 

In  general,  the  choice  is  made  in  favor  of  strict  interpretation 
notwithstanding  the  fact  that  this  severely  handicaps  the  efforts 
of  groups  attempting  to  form  centers  in  substandard  areas. 

The  bill  includes  standards  requiring  child  care  facilities  to  have 
adequate  space,  adequate  staffing,  and  adequate  health  requirements. 
It  avoids  overly  rigid  requirements,  in  order  to  allow  the  Corporation 
the  maximum  amount  of  discretion  in  evaluating  the  suitability  of 
an  individual  facility.  The  Corporation  will  have  to  assure  the  ade- 
quacy of  each  facility  in  the  context  of  its  location,  the  type  of  care 
provided  by  the  facility,  and  the  age  group  served  by  it. 

To  assure  the  physical  safety  of  children,  the  bill  requires  that 
facilities  must  meet  tlie  T^ife  Safety  Code  of  the  National  Fire  Pro- 
tection Association.  This  will  provide  protection  for  those  many  chil- 
dren today  who  are  being  cared  for  in  unlicensed  facilities,  the  safety 
of  which  is  unknown. 

Any  facility  in  which  child  care  was  provided  by  the  Corporation, 
whether  directly  or  under  contract,  would  have  to  meet  the  Federal 
standards  in  the  law,  but  it  would  not  be  subject  to  any  licensing 
or  other  requirements  imposed  by  States  or  localities.  This  provision 
would  make  it  possible  for  many  groups  and  organizations  to  estab- 
lish child  care  facilities  under  contract  with  the  Corporation  where 
they  cannot  now  do  so  because  of  overly  rigid  State  and  local  require- 
ments. From  the  standpoint  of  the  group  or  individual  wishing  to 
establish  the  facility,  this  provision  would  end  an  administrative  night- 
mare. Today,  it  can  take  months  to  obtain  a  license  for  even  a  perfect 
child  care  facility,  by  the  time  clearance  is  obtained  from  agency  after 
agency  at  the  local  level.  Under  the  bill,  persons  and  groups  wishing 
to  establish  a  child  care  facility  would  be  able  to  obtain  technical 
assistance  from  the  Corporation ;  they  would  have  to  meet  the  Federal 
standards  and  they  would  have  to  be  willing  to  accept  children  whose 
fees  were  partially  or  wholly  paid  from  Federal  funds,  in  order  to 
contract  with  the  Corporation. 

Reporting  Requirement 

The  bill  requires  the  Corporation  to  submit  a  report  to  each  Con- 
gress on  the  activities  of  the  Corporation,  including  data  and  infor- 
mation necessary  to  apprise  the  Congress  of  the  actions  taken  to 
improve  the  quality  of  child  care  services  and  plans  for  future 
improvement. 

Board  of  Directors 

The  Corporation  would  be  headed  by  a  Board  of  Directors  con- 
sisting of  three  members,  to  be  appointed  by  the  President  with  the 
consent  of  the  Senate.  The  members  of  the  Board  would  hold  office 
for  a  term  of  three  years. 

National  Advisory  Council 

A  National  Advisory  Council  on  Child  Care  would  be  established 
to  provide  advice  and  recommendations  to  the  Board  on  matters  of 
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general  policy  and  with  respect  to  improvements  in  the  administra- 
tion of  the  Corporation.  The  Council  would  be  composed  of  the  Sec- 
retary of  Health,  Education,  and  Welfare,  the  Secretary  of  Labor, 
the  Secretaiw  of  Housing  and  Turban  Development,  and  12  individuals 
(nine  of  them  representative  of  consumers  of  child  care) ,  appointed  by 
the  Board. 

IxcREASE  IX  Federal  ]\La.tchixg  for  Child  Care  Services 

Under  present  law,  child  care  for  the  children  of  working  mothers 
who  receive  public  assistance  may  be  paid  for  in  one  of  two  ways: 

1.  The  child  care  may  be  arranged  by  the  welfare  agency, 
which  would  pay  for  the  care  and  receive  75  percent  Federal 
matching:  or 

2.  A  mother  may  arrange  for  child  care  herself  and  in  effect 
be  reimbursed  by  adding  the  cost  of  child  care  to  her  welfare 
payment  as  a  work  expense. 

According  to  the  Auerbach  Corporation,  an  organization  that 
studied  the  Work  Incentive  Program,  the  latter  method  has  by  far  been 
the  more  common : 

Our  own  findings  raise  even  more  doubts  about  the  extent  to 
which  WIX  mothers  may  be  benefiting  themselves  and  their  fam- 
ilies through  WIX.  In  the  cities  selected  for  the  child  care  studies, 
slightly  over  two  hundred  mothers  were  interviewed  to  determine 
their  need  for  child  care,  what  they  were  told  about  child  care, 
and  how  it  was  obtained.  Our  results  show  that  not  only  did  the 
overwhelming  majority  (eighty-eight  percent)  arrange  their  own 
plans,  independent  of  welfare,  but  that  most  (eighty  percent) 
were  informed  by  their  caseworkers  that  it  was  their  responsi- 
bility to  do  so.  Even  more  discouraging  is  that  the  majority  of 
mothers  (eighty-three  percent)  who  were  informed  about  child 
care  by  their  caseworkers  were  left  with  the  impression  that  they 
could  make  use  of  any  service  they  wanted:  approved  services 
were  not  required. 
This  situation  is  reflected  in  the  inability  in  the  Department  of 
Health,  Education,  and  Welfare  to  use  all  the  funds  appropriated  by 
the  Congress  for  child  care  under  the  Work  Incentive  Program. 

The  committee  bill  would  increase  the  Federal  matching  percentage 
for  child  care  services  under  the  AFDC  program  from  75  percent  to 
90  percent,  with  the  Secretary  of  Health.  Education,  and  Welfare 
authorized  to  waive  the  requirement  of  10  percent  non-Federal  funds 
for  a  limited  period  of  time  when  this  is  necessarv^  in  order  for  any 
child  care  services  to  be  available.  States  would  be  required  to  main- 
tain their  present  level  of  expenditures  for  child  care  services  so  that 
the  additional  Federal  funds  would  not  simply  replace  State  funds. 

Under  present  law,  Federal  matching  is  provided  for  all  individuals 
who  need  child  care  services  in  order  to  participate  in  employment 
or  training  under  the  Work  Incentive  Program,  and  States  are  re- 
quired to  make  such  services  avaihable.  States  may,  at  their  option, 
provide  s"ervices  for  other  past,  present,  or  potential  recipients  of 
welfare.  The  committee  bill  retains  these  provisions,  and  90  ])ercent 
Federal  matching  would  be  available  to  pro^nde  services  in  all  of 
these  circumstances. 
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C.  IMPROVEMENTS  IN  THE  WORK  INCENTIVE  PROGRAM 

(Sec.  520  of  the  bill) 

The  Work  Incentive  Program  was  created  by  the  Congress  as  a  part 
of  the  Social  Security  Amendments  of  19'67.  It  represents  an  attempt 
to  cope  with  the  problem  of  rapidly  growing  dependency  on  welfare 
by  providing  recipients  with  the  training  and  job  opportunities  needed 
to  help  them  become  economically  independent. 

The  Committee  on  Finance  was  a  principal  architect  of  the  WIN 
program  and  was  responsible  for  the  basic  decision  that  the  Depart- 
ment of  Labor  would  administer  the  manpower  training  program. 
However,  the  committee  has  been  greatly  disappointed  in  the  adminis- 
trative implementation  of  WIN.  Tlie  Auerbach  Corporation,  the  Labor 
Department's  prime  evaluator  of  WIN,  succinctly  siims  up  the 
situation : 

"Despite  the  program's  timeliness  and  general  conceptual  sound- 
ness, it  has  not  lived  up  to  expectations." 

The  points  of  emphasis  the  committee  thought  were  abundantly 
clear  in  the  1967  amendments  have  been  paid  lip  service  or  have  been 
totally  ignored.  A  meaningful  program  of  on-the-job  training  contin- 
ues to  be  an  unfulfilled  Labor  Department  promise.  The  legally  re- 
quired program  of  special  work  projects  (public  service  employment) 
is  a  reality  in  only  one  State.  Lack  of  Labor  Department  and  Health, 
Education,  and  Welfare  cooperation  and  that  of  their  counterparts  at 
the  local  level  has  been  a  major  problem  in  the  referral  process  and  in 
the  provision  of  necessary  supportive  services  for  recipients  in  work 
and  training.  The  main  thrust  of  the  WIN  program  as  it  exists  today 
remains  in  the  direction  of  basic  education  and  classroom  training, 
which  our  experience  with  manpower  training  over  the  last  decade 
shows  not  to  result  in  the  placement  of  people  in  jobs,  but  rather  in  a 
growing  skepticism  of  both  welfare  recipients  and  the  public  as  to  the 
worth  of  such  endeavors. 

The  committee's  amendments  to  the  Work  Incentive  Program  are 
designed  to  make  even  clearer  and  more  effective  what  it  intended  in 
1967,  and  to  add  certain  tax  credit  mechanisms  which  will  effectively 
link  manpower  training  with  the  actual  provision  of  jobs. 

Status  of  the  Work  Incentive  Program 

It  has  been  characteristic  of  the  Work  Incentive  Program  that 
stated  expectations  and  actual  results  have  diverged  widely.  The 
Department  of  Labor  estimates  to  the  House-Senate  conferees  in  1967 
included  a  projection  that  in  fiscal  year  1970,  the  first  full  year  of  the 
WIN  program,  there  would  be  150,000  trainees.  In  1969,  the  estimate 
to  the  Appropriations  Committee  of  the  number  of  trainees  in  1970 
was  cut  approximately  in  half — to  a  total  of  77,000  trainees.  The  actual 
average  number  of  trainees  in  1970  was  42,000 — less  than  one- third  of 
the  projection  given  the  Congress  when  the  program  was  established. 

The  Department  of  Labor  spokesman  told  the  Appropriations  Com- 
mittee in  the  fall  of  1969  that  there  would  be  150,000  enrollees  actu- 
ally in  the  program  by  July  1970.  Later  in  the  fiscal  year  they  told 
the  Committee  on  Ways  and  Means  and  this  committee  that  100,000 
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enrollees  would  be  in  the  program  by  July  1970.  Actually,  by  this  date 
there  were  only  89,689  enrollees  and  by  the  first  of  October  1970,  this 
figure  had  only  increased  to  97,238.  Wiat  is  more  significant,  however, 
is  that  almost  80,000  of  these  enrollees  are  either  waiting  for  training 
to  begin,  waiting  between  training  components,  or  have  completed 
their  training  but  have  not  been  placed  in  jobs.  This  latter  category 
has  nearly  doubled  between  July  and  October  of  this  year,  and  there 
are  noAv  4,500  WIN  participants  who  have  completed  training  but 
are  waiting  for  jobs.  Of  the  approximately  68,000  WIN  participants 
actually  involved  in  training  on  October  1,  almost  50,000  of  them  are 
either  in  orientation,  basic  education,  or  classroom  vocational  train- 
ing— training  with  little  relationship  to  actual  work  experience. 

On-the-Job  Training  and  Public  Service  Employment 

A  major  criticism  of  the  present  Work  Incentive  Program  has  been 
the  lack  of  development  of  on-the-job  training  and  public  service 
employment  (special  work  projects).  These  components  offer  the  best 
opportunity  for  the  employment  of  welfare  recipients  because  they 
provide  training  in  actual  job  situations.  Unfortunately,  only  about 
1.8  percent  of  the  welfare  recipients  enrolled  in  WIN  are  participating 
in  on-the-job  training  and  public  service  employment. 

The  Auerbach  Corporation,  in  its  report  on  the  WIN  program, 
made  the  following  comment  on  O JT : 

The  majority  of  training  courses  for  WIN  are  institutional. 
Though  these  have  been  supplemented  by  individual  contracts, 
a  pressing  need  exists  for  on-the-job  training.  In  most  areas, 
including  some  of  the  largest  programs  visited,  no  OJT 
courses  for  WIN  enrollees  have  been  procured.  For  example, 
the  largest  program  evaluated  has  staff  dedicated  to  the  de- 
velopment of  OJT  slots.  After  seven  months  no  results  haw 
been  produced.  The  main  reason  for  this  is  the  competition 
for  the  limited  number  of  OJT  slots  among  many  agencies 
and  programs.  In  some  areas,  the  private  sector  has  been  sat- 
urated. The  Work  Incentive  Program  finds  itself  further  lim- 
ited since  its  contracting  provisions  are  not  competitive  with 
National  Alliance  of  Businessmen  (NAB)  OJT  vmder  the 
MA-4  Contracting  provisions.  The  MA-4  contracts,  more- 
over, are  usually  unavailable  to  WIN  applicants  since  the 
Concentrated  Employment  Program  (CEP)  is  the  prime  de- 
liverer of  manpower  to  NAB  and  can  fill  the  slots  from  its 
own  applicants. 

In  many  respects,  OJT  is  the  most  desirable  of  all  train- 
ing options,  since  it  screens  for  a  job  at  the  beginning  rather 
than  at  the  end  of  training.  The  applicants  are  aware  when 
they  are  placed  in  OJT  that  this  is  already  a  job  and  that  they 
have  a  position  if  they  can  hold  it.  Unlike  Institutional  Train- 
ing, which  does  not  guarantee  a  placement  (and  many  ap- 
plicants express  the  fear  that  they  will  not  get  a  job),  OJT 
has  the  incentive  of  employment  built  in. 

Although  these  observations  as  to  the  development  of  OJT  were 
made  during  a  period  of  a  higher  level  of  employment  and  economic 
activity  than  exists  today,  the  committee  believes  that  with  increased 
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efforts  of  Federal  and  State  personnel  and  the  use  of  the  tax  credit 
mechanism  discussed  in  the  next  section,  OJT  can  become  an  im- 
portant part  of  WIN.  The  committee  also  believes  that  the  Depart- 
ment of  Labor  and  the  local  manpower  agencies  should  give  the 
highest  priority  to  obtaining  OJT  slots  for  WIN  participants. 

The  need  for  a  substantial  program  of  public  service  employment 
was  clearly  recognized  and  made  mandatory  by  this  committee  in 
1967.  Tlie  legislation  put  an  obligation  on  the  Secretary  of  Labor  to 
establish  as  part  of  each  WIN  program  a  program  of  special  work 
projects  for  individuals  for  whom  a  job  in  the  regular  economy  can- 
not be  found.  Since  that  time  the  need  for  this  type  of  program  has 
become  increasingly  apparent  but  this  fact  has  only  belatedly  been 
recognized  in  principle  by  the  Executive  Branch. 

To  remedy  this  lack  of  emphasis  in  the  WIN  Program,  the  commit- 
tee's amendment  would  reqviire  that  at  least  40'  percent  of  the  funds 
spent  for  the  Work  Incentive  Program  be  used  for  on-the-job  train- 
ing and  public  service  employment  (Avhich  replaces  the  special  work 
projects  of  the  current  WIN  program).  Moreover,  the  committee's  bill 
would  simplifv  the  financing  and  increase  the  Federal  share  of  the  cost 
of  public  service  employment  by  providing  100  percent  Federal  fund- 
ing for  the  first  year,  and  90  percent  Federal  sharing  of  the  cost  in 
subsequent  years.  If  the  project  w^as  in  effect  less  than  three  years. 
Federal  sharing  for  the  first  year  would  be  cut  back  to  90  percent.  The 
safeguards  on  special  work  projects  under  existing  law  relating  to 
health,  safety,  and  other  working  conditions  are  continued  for  public 
service  employment,  as  well  as  the  provision  that  no  wages  "shall  be 
lower  than  the  applicable  minimum  wage  for  the  particular  work 
concerned." 

As  under  the  special  w^ork  projects  of  existing  law,  the  persons  under 
public  service  employment  wall  be  reviewed  every  6  months  for  pos- 
sible placement  in  private  employment. 

Effective  date— July  1,1971. 

Tax  Incentive  for  Hiring  WIN  Participants 

As  an  incentive  for  employers  in  the  private  sector  to  hire  individ- 
uals placed  in  on-the-job  training  or  employment  through  the  Work 
Incentive  Program,  the  committee  amendment  would  provide  a  tax 
credit  equal  to  20  percent  of  the  wages  and  salaries  of  these  individuals. 
The  credit  would  only  apply  to  wages  paid  to  these  employees  during 
their  first  12  months  of  employment,  and  it  would  be  recaptured  if  the 
employer  terminated  employment  of  an  individual  during  the  fii*st 
12  months  of  his  employment  or  before  the  end  of  the  following  12 
months.  This  recapture  provision  would  not  apply  if  the  employee 
became  disabled  or  left  work  voluntarily.  This  provision  will  con- 
stitute an  important  link  between  training  and  jobs. 

The  tax  credit  is  described  more  fully  in  Part  X  of  this  report. 

Lack  of  Relation  Between  Training  Program  and  Local  Labor 

Market  Needs 

The  Auerbach  Corporation  stated  in  its  report : 

Much  more  needs  to  be  known  about  the  actual  availability 
of  jobs  for  WIN  "graduates"  in  areas  where  the  program 
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functions.  Analysis  should  be  made,  on  a  site-by-site  basis,  | 

and  should  include  both  job  opportunities  which  are  extant  | 

and  those  which  are  expected  to  be  developed.  A  particular  | 

area  of  inquiry  is  the  relative  potential  of  the  public  and  pri-  I, 

vate  sectors  of  the  economy  to  supply  jobs.  WIN  operates  in  i 

many  areas  on  the  assumption  that  large  numbers  of  jobs  can  ' 

be  readily  secured  in  the  private  sector ;  this  assumption  may  i 

not  be  borne  out  by  investigation.  I 

Once  the  potential  job  market  for  WIN"  enrollees  is  de-  j 

fined,  the  program  should  be  planned  around  that  market,  in  , 
terms  of  both  slot  allocation  and  provision  of  components. 
The  size  of  WIN  projects  is  presently  determined  by  the  size 
of  the  local  AFDC  population :  it  would  make  more  sense  to 
let  project  size  be  governed  by  actual  job  availability.  Labor 
market  analysis  would  also  ensure  that  training  programs 
were  suitable  for  existing  jobs. 

To  meet  the  existing  unmet  need  for  labor  market  analysis,  the  com-  i 

mittee  bill  would  require  the  Secretary  of  Labor  to  establish  local  I 

labor  market  advisory  councils  whose  function  would  be  to  identify  I 

present  and  future  local  labor  market  needs.  The  bill  provides  that  if  j 

there  is  already  an  appropriate  body  in  an  area,  the  Secretary  of  Labor  I 

may  designate  it  as  the  advisory  council.  The  findings  of  this  council  j 

would  have  to  serve  as  the  basis  for  local  training  plans  under  the  i 

Work  Incentive  Program  to  assure  that  training  was  related  to  actual  I 

labor  market  demands.  !, 

Effective  date— Julj  1,1971. 

Eegistration  of  Welfare  Kecipients  and  Referral  for  Work 

AND  Training  | 

Under  present  law,  all  "appropriate"  welfare  recipients  must  be  re-  I 

ferred  by  the  welfare  agency  to  the  Labor  Department  for  participa-  | 

tion  in  the  Work  Incentive  Program.  Certain  categories  of  persons  are  | 

statutorily  considered  inappropriate.  Persons  may  volunteer  to  partici-  | 

pat«  in  the  Work  Incentive  Program  even  if  the  State  welfare  agency  | 

finds  them  inappropriate  for  mandatory  referral.  I 

A  major  criticism  of  the  program  has  been  that  the  State  application 
of  those  standards  of  "appropriateness"  for  the  program  have  re- 
sulted in  widely  differing  rates  of  referrals  and  program  participation.  ! 
The  committee's  bill  would  eliminate  this  situation  with  a  series  of  \ 
amendments.  First,  it  would  require  welfare  recipients  to  register  with  \ 
the  Labor  Department  as  a  condition  of  welfare  eligibility  unless  they  i 
fit  within  one  of  the  following  categories :  I 

1.  Children  who  are  under  age  16  or  attending  school ;  | 

2.  Persons  who  are  ill,  incapacitated  or  of  advanced  age ;       ^  , 

3.  Persons  so  remote  from  a  WIN  project  that  their  effective  ! 
participation  is  precluded ; 

4.  Persons  whose  presence  in  the  home  is  required  because  of  j 
illness  or  incapacity  of  another  member  of  the  household ;  and  | 

5.  Mothers  with  children  of  preschool  age.  i 
At  least  15  percent  of  the  registrants  in  each  State  would  be  required 

to  be  prepared  by  the  welfare  agency  for  training  and  referred  to  the  j 

Work  Incentive  Program  each  year.  States  failing  to  meet  this  per-  |. 
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centage  would  be  subject  to  a  decrease  in  Federal  matching  funds  for 
aid  to  families  with  dependent  children.  Under  the  bill  the  Federal 
matching  percentage  for  AFDC  assistance  payments  would  be  reduced 
by  one  percentage  point  for  each  percentage  point  the  State  fell  below 
the  15  percent  requirement  for  referral  of  registrants.  The  commit- 
tee emphasizes  the  point  that  the  only  referrals  of  welfare  recipi- 
ents which  meet  the  15  percent  requirement  are  those  made  after  ade- 
quate assessment  of  training  and  employment  potential  together  with 
the  provision  of  the  day  care,  social  and  medical  services  which  are 
necessary  for  their  effective  participation  in  WIN.  "Paper  referrals" 
by  the  w^elfare  agencies  in  some  States  have  been  one  of  the  problems 
of  WIN  and  such  referrals  would  not  meet  the  requirement  of  this 
provision. 

The  committee  bill  would  also  establish  clear  statutory  direction 
in  determining  which  individuals  would  receive  employment  or  train- 
ing by  generally  requiring  the  Departments  of  Labor  and  Health, 
Education,  and  Welfare  to  accord  priority  in  the  following  order, 
taking  into  account  employability  potential  : 

1.  Unemployed  fathers  ; 

2.  Dej^endent  children  and  relatives  age  16  or  over  who  are  not 
in  school,  working  or  in  training  ; 

3.  Mothers  who  volunt^r  for  participation ;  and 

4.  All  other  persons. 

Thus,  under  the  amendment,  mothers  would  not  be  required  to  par- 
ticipate until  every  person  who  volunteered  was  first  placed. 
Effective  date—Ju\j  1,  1971. 

Allowances  for  Transportation  and  Other  Expenses 
Necessary  to  Training 

Another  of  the  problems  of  the  WIN  program  has  been  reimburse- 
ment for  training  expenses  which,  under  existing  law,  must  come  from 
the  welfare  side  of  the  program.  This  has  often  resulted  in  delayed  pay- 
ments, multiple  checks  and  general  inconvenience  to  the  trainee  which 
have  had  an  adverse  effect  on  his  attitude  toward  the  program.  Under 
the  committee's  bill  the  local  manpower  agency  could  reimburse  the 
trainee  for  necessary  expenses  directly  related  to  his  participation  in 
training,  such  as  transportation,  lunches,  special  clothes,  and  supplies 
needed  for  the  training. 

Effective  date — January  1,  1971. 

Program  Coordination  on  the  Federal  Level 

The  successful  administration  of  the  entire  referral  process  requires 
the  careful  coordination  of  efforts  by  both  the  Labor  Department  and 
HEW  and  their  agencies  at  all  levels  of  Government.  This  requirement 
has  not  always  been  met  in  the  operation  of  the  current  WIN  program. 
The  Auerbaoh  report  observes : 

Though  the  success  of  WIN  depends  on  a  coordinated  ac- 
tivity, it  has  been  largely  carried  out  as  two  separate  pro- 
grams. Separate  guidelines — not  always  in  agreement — have 
been  issued  by  Departments  of  Labor  and  Health,  Education 
and  Welfare,  and  few  joint  procedures  or  training  packages 
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have  been  promnlffatpd.  The  result  has  been  a  mi  snr»flerst  a  rid- 
ing between  local  welfare  and  manpower  ajrenries  since  there 
has  been  little  interagency  liaison  and  littlp.  information  in 
either  agency  about  the  other's  responsibility  or  activities. 
Tn  particular,  caseworkers — who  are  responsible  for  many  of 
the  WIN  services — often  know  little  about  the  WIN  respon- 
sibilities of  the  welfare  ajjency,  much  less  about  those  for  the 
Employment  Service. 

The  committee  bill  meets  this  problem  by  mandating  coordination 
between  the  Departments  of  Labor  and  Health,  Education,  and  Wel- 
fare on  the  national,  re^fional,  and  local  levels.  It  requires  that  all  regu- 
lations on  the  Work  Incentive  Program  be  issued  iointly  by  both 
Federal  agencies  within  six  months  of  enactment.  It  also  requires  that 
a  joint  Health,  Education,  and  Welfare-Labor  Committee  be  set  up 
to  assure  that  forms,  reports,  and  other  matters  are  handled  con- 
sistently between  the  two  departments.  The  Auerbach  report  cited  as 
imperative  the  need  that  the  Work  Incentive  Program  be  operated 
under  one  set  of  guidelines,  policies,  and  administrative  procedures — 
a  situation  found  not  to  be  the  case  today. 

Program  Coordination  at  the  Local  Level 

Under  present  law,  the  welfare  agency  is  supposed  to  prepare  an 
employability  plan  for  each  appropriate  welfare  recipient  and  make 
referrals  to  the  Department  of  Labor.  The  Department  of  Labor  is 
then  to  prepare  an  employability  plan  and  place  the  individual  in 
employment,  on-the-job  training,  institutional  training,  or  public  serv- 
ice employment  (special  work  projects). 

Problems  have  arisen  in  this  process.  In  some  cases,  the  welfare 
agency  has  not  referred  sufficient  numbers  of  persons,  while  in  other 
cases  they  have  referred  far  too  many  persons,  without  first  arransfing 
for  the  supportive  services  (such  as  child  care  or  remedial  medical 
services)  needed  in  order  to  enable  the  welfare  recipient  to  participate 
in  the  Work  Incentive  Program.  The  large  number  of  persons  who 
are  enrolled  in  the  WIN  program  but  are  forced  merely  to  wait  for 
training  or  placement,  attest  to  the  lack  of  planning  and  coordination 
in  the  present  process. 

The  more  dynamic  WIN  jurisdictions  have  established  separate 
administrative  units  in  their  welfare  agencies,  with  the  sole  respons- 
ibility of  seeing  that  WIN  trainees  are  afforded  the  medical,  social, 
and  vocational  rehabilitation  services  necessary  to  their  effective  par- 
ticipation in  the  program.  The  committee  bill  would  require  that  all 
States  set  up  such  separate  units.  To  help  implement  this  pro\dsion, 
expenditures  related  directly  to  the  services  provided  by  these  units 
will  generally  be  matched  by  the  Federal  Government  at  the  90  per- 
cent level  imder  the  committee  bill.  Under  present  law,  the  Federal 
matching  for  these  services  is  generally  at  75  percent  (but  may  be  as 
low  as  50%)  and  must  compete  with  other  social  and  medical  services 
not  related  to  the  employment  program.  Furthermore,  the  bill  would 
require  that  the  welfare  agency  and  the  Labor  Department  on  the  local 
level  enter  into  a  joint  agreement  on  an  operational  plan — that  is,  a 
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plan  setting  forth  the  kinds  of  traininfj  they  Avonld  arrange  for,  the 
kinds  of  job  development  the  Labor  Department  would  undertake, 
and  the  kinds  of  job  opportunities  for  which  both  agencies  would 
need  to  prepare  persons  during  the  period  covered  by  the  plan.  In 
addition,  both  agencies  would  jointly  develop  employability  plans 
for  individuals,  consistent  Avith  the  overall  operational  plans,  to 
assure  that  individuals  receive  the  necessary  supportive  services  and 
preparation  for  employment  without  unnecessary  Avaiting.  Recipients 
may  be  consulted  during  the  development  of  their  employability 
plans,  but  they  Avill  not  be  alloAved  to  A^eto  a  plan  Avhich  is  developed 
for  them. 

Elective  c^a^^e— July  1,  1971. 

WIN  StaffinCx  Problem 

Relying  on  the  report  of  the  Auerbach  Corporation,  the  Department 
of  Labor  notes  the  problem  that  the  application  of  State  civil  service 
laAvs  has  had  on  the  effective  staffing  of  WIN  projects.  The  Labor 
Department  WIN  report  transmitted  to  the  Congress  in  July  1970 
states : 

Staffing  WIN  projects  Avas  hampered  by  civil  service  pro- 
cedures in  many  States.  Seniority  provisions  in  State  merit 
systems  often  required  that  persons  in  the  employment  serv- 
ice agencies  Avith  seniority  be  given  preference  for  positions 
needed  to  staff  the  new  programs,  eA^en  though  they  might  be 
poorly  suited  to  Avork  Avith  Avelfare  recipients.  This  problem 
Avas  particularly  acute  at  the  management  supervisory  levels. 

Existing  job  descriptions,  lists,  and  qualifications  indices 
did  not  facilitate  recruitment  of  the  kind  of  staff  AAdio  could 
Avork  Avith  disadvantaged  persons.  Where  the  selection  cri- 
teria Avere  not  changed,  the  neAv  employees  Avere  not  Avhat  the 
program  really  needed.  For  example,  qualifications  for 
counselor  positions  in  most  States  require  a  college  degree 
Avith  credits  in  a  behavioral  science.  Such  academic  back- 
ground, hoAveA^er,  does  not  insure  that  the  graduate  will  be 
able  to  handle  vocational  problems,  Avork  Avith  disadvantaged 
minority  group  applicants,  and  understand  the  lifestyle  and 
outlook  of  the  Door.  In  addition,  turnover  is  encouraged  by 
loAv  salary  levels,  particularly  among  counselors  Avith  a  feAv 
years'  experience  Avho  can  'find  more  lucrative  positions 
elseAvhere. 

The  committee  notes  that  inasmuch  as  responsibility  for  admin- 
istering WIN  is  deleirated  in  the  statute  specifically  to  the  Secretary 
of  Labor,  he  currently  has  authority  to  overcome  these  impediments 
to  effective  WIN  administration. 

Allocation  of  Federal  Funds  and  Increased  Federal  Matching 

Under  existing  laAv,  there  is  no  method  of  allotment  of  Federal  funds 
to  the  States  for  WIN  proo-rams.  The  committee  bill  Avould  provide 
that  funds  for  the  program  be  allocated  among  the  States  on  the  basis 
of  the  number  of  registrants  for  work  and  trainine*.  This  would  o-ive 


52-149  O — 70  23 


350 


States  some  advance  knowledge  of  their  entitlement  for  training  slots 
under  the  Work  Incentive  Program. 

One  of  the  reasons  stated  by  the  Department  of  Labor  for  the  slow 
implementation  of  WIN  in  some  States  is  the  current  Federal  match- 
ing share  for  training  expenditures  of  80%.  The  committee  bill 
endorses  the  Administration's  proposal  to  raise  the  Federal  matching 
share  to  90%.  This  should  go  far  in  removing  any  financial  impediment 
to  State  participation  in  WIN. 

Effective  dafe—;S\\\j  1,  1971. 

Coordination  With  Other  Manpower  Programs 

The  committee  bill  would  require  that  the  Secretary  of  Labor  utilize 
other  existing  manpower  programs  to  the  maximum  extent  feasible,  to 
avoid  unnecessary  duplication  of  programs.  This  continues  a  similar 
provision  of  existing  law.  Under  this  provision,  as  under  existing 
law,  the  committee  expects  that  WIN  participants  will  be  placed  in 
programs — such  as  JOBS— established  under  other  statutes.  WIN 
funds  are  available  for  these  costs,  and  the  committee  does  not  wish 
separate  programs  established  for  WIN  participants  where  these 
people  can  be  served  by  already-established  manpower  programs.  The 
committee  expects  that  WIN  partacipants  will  be  given  the  priority 
appropriate  to  their  situation  as  being  the  most  disadvantaged  citizens 
of  our  nation. 

Technical  Assistance 

Under  existing  law  there  appears  to  be  a  question  of  whether  the 
Secretary  of  Labor  is  authorized  to  provide  technical  assistance  to 
local  manpow^er  agencies  in  establishing  and  carrying  on  WIN  proj- 
ects. The  committee's  bill  includes  a  provision  giving  the  Secretary 
this  specific  authority,  thus  clarifying  the  matter. 

Effective  date — January  1, 1971. 

Information  on  WIN 

The  committee  bill  would  require  the  Secretary  of  Labor  to  collect 
significant  statistical  information  on  the  Work  Incentive  Program  so 
that  progress  under  the  program  can  be  better  evaluated. 

Specifically,  as  part  of  his  overall  information  gathering  responsi- 
bilities, the  Secretary  of  Labor  shall  publish  monthly  the  following 
information  on  WIN  participants,  by  age  group  and  sex : 

1.  The  number  of  individuals  registered  with  the  Labor  De- 
partment, the  number  of  individuals  receiving  each  particular 
type  of  work  training  services,  and  the  number  of  individuals 
receiving  no  such  services ; 

2.  The  number  of  individuals  placed  in  jobs  by  the  Secretary 
under  the  program,  and  the  average  wages  of  the  individuals  so 
placed ; 

3.  The  number  of  individuals  who  begin  with  but  fail  to  com- 
plete training,  and  the  reasons  for  the  failure  of  such  individuals 
to  complete  training;  and  the  number  of  individuals  who  register 
voluntarily  but  do  not  receive  training  or  placement ; 
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4.  The  number  of  individuals  who  obtain  employment  follow- 
ing the  completion  of  training,  and  the  number  of  such  individuals 
whose  employment  is  in  fields  related  to  the  particular  type  of 
training  received; 

5.  Of  the  individuals  who  obtain  employment  following  the 
completion  of  training,  the  average  wages  of  such  individuals, 
the  number  retaining  such  employment  3  months,  6  months,  and 
12  months  following  the  date  of  completion  of  such  training; 

6.  The  number  of  individuals  in  public  service  employment, 
by  type  of  employment,  and  the  average  wages  of  such  indi- 
viduals; and 

7.  The  amount  of  savings,  realized  by  reason  of  the  operation 
of  each  of  the  programs  established  pursuant  to  this  part. 

Effective  date—,l\\\j  1,  1971. 

Earned  Income  Disregard 

Under  present  laAv  States  are  required,  in  determining  need  for  Aid 
to  Families  with  Dependent  Children,  to  disregard  the  first  $30  earned 
monthly  by  an  adult  plus  one-third  of  additional  earnings.  Costs  re- 
lated to  Avork  (such  as  transportation  costs)  are  also  deducted  from 
earnings  in  calculating  the  amount  of  the  welfare  benefit. 

Two  problems  have  been  raised  concerning  the  earned  income  dis- 
regard under  present  law.  First,  Federal  law  neither  defines  nor  limits 
what  may  be  considered  a  work-related  expense,  and  this  has  led  to 
great  variation  among  States  and  to  some  cases  of  abuse.  Secondly, 
some  States  have  complained  that  the  lack  of  an  upper  limit  on  the 
earned  income  disregard  has  the  effect  of  keeping  people  on  welfare 
even  after  they  are  working  full-time  at  wages  well  above  the  poverty 
line. 

The  committee  bill  would  deal  with  both  of  these  problems  by  mod- 
ifying the  earnings  disregard  formula  and  by  allowing  only  day  care 
as  a  separate  deductible  work  expense  (Avith  reasonable  limitations 
on  the  amount  allow^able  for  day  care  expenses) .  Under  the  committee 
bill,  States  would  be  required  to  disregard  the  first  $60  earned  monthly 
by  an  individual  working  full-time  ($30  in  the  case  of  an  individual 
working  part  time)  plus  one-third  of  the  next  $300  earned  plus  one- 
fifth  of  amounts  earned  above  this.  This  differential  between  full  time 
and  part  time  employment  is  designed  to  encourage  those  who  are 
able  to  move  into  full  time  jobs. 

Effective  date — July  1,  1971,  except  that  States  may  adopt  this 
change  earlier  at  their  option. 

COXCLUSIOX 

The  task  of  training  Avelfare  recipients  for  jobs  and  actually  placing 
them  in  employment  on  a  permanent  basis  is  admittedly  one  of  the 
most  difficult  tasks  facing  government.  The  committee  believes  that 
the  changes  it  is  proposing  for  WIN  are  important,  albeit  some  of 
these  could  have  been  made  without  changes  in  the  statute.  But  the 
committee  is  also  a^vare  that  regardless  of  Avhat  the  Congress  does 
in  this  area  the  ultimate  success  of  the  program  will,  in  large  measure, 
be  dependent  on  the  dedication  of  administrators  at  the  Federal,  State, 
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and  local  level  and  the  resources  they  are  allocated.  The  committee 
believes  it  is  incumbent  upon  the  Department  of  Labor  to  show  its 
commitment  to  WIN  and  to  provide  sufficient  staffing  at  the  Federal 
level  commensurate  with  its  responsibilities  as  the  primary  adminis- 
trator of  the  program.  The  WIN  program  must  receive  the  kind  of 
implementation  its  importance  deserves. 

D.  FAMILY  PLANNING  SERVICES 

(Sec.  520(a)  (9)  of  the  bill) 

The  committee  bill  provides  for  a  major  advance  in  enabling  the 
poor  to  obtain  free  family  planning  services  by  authorizing  100  per- 
cent Federal  funding  for  State  family  planning  prosrrams  for  present 
and  potential  welfare  recipients,  including  both  information  and  the 
provision  of  medical  services. 

As  under  present  law,  States  would  be  required  to  offer  family  plan- 
ning services  to  all  appropriate  recipients  of  Aid  to  Families  with 
Dependent  Children.  The  committee's  amendment  would  also  allow 
the  States  to  receive  100  percent  Federal  funding  for  programs  for 
both  former  recipients  and  those  who  are  likely  to  become  recipients  of 
welfare.  Acceptance  of  services,  as  under  present  law,  would  be  volun- 
tary with  the  recipient. 

The  committee  believes  that  its  amendments  will  give  great  impetus 
to  the  development  of  family  planning  services  by  the  States.  A  begin- 
ning has  been  made  as  the  result  of  congressional  action  in  1967,  when 
provisions  Avere  included  in  the  Social  Security  Amendments  Avhich 
required  that  family  planning  services  be  offered  all  appropriate 
AFDC  recipients,  and  authorized  75  percent  Federal  matching  funds 
for  this  purpose.  The  same  matching  was  also  made  available  to  the 
States  on  an  optional  basis  for  services  for  former  or  potential  re- 
cipients of  welfare. 

The  progress  which  has  been  made  under  the  1967  Amendments, 
however,  has  not  met  the  committee's  expectations.  The  annual  report 
by  the  Department  of  Health,  Education,  and  Welfare  covering  fami- 
ly planning  services  includes  information  which  makes  clear  that  the 
mandate  of  the  Congress  that  all  appropriate  AFDC  recipients  be 
provided  family  planning  services  has  not  been  fulfilled.  The  report 
states : 

Many  problems,  of  course,  remain.  Medical  services  [fam- 
ily planning]  still  are  too  limited,  especially  in  rural  areas 
but  frequently  in  large  urban  areas  as  well.  Replying  to  the 
question  whether  medical  family  planning  programs  currently 
available  are  adequate  to  meet  the  needs  of  eligible  clients, 
36  State  welfare  agencies  answered  in  the  negative  in  March, 
1970.  Thirty-one  cited  geographic  inaccessibility  as  a  major 
problem.  Many  reported  a  shortage  of  health  professionals 
and  paraprofessionals  and  some  reported  that  existing  fa- 
cilities are  overcrowded.  Even  in  the  Nation's  principal  coun- 
ties and  cities  where  clinics  are  more  likely  to  be  found  than 
in  less  populous  sections,  50  out  of  106  local  welfare  agencies 
reported  that  currently  available  medical  planning  programs 
are  inadequate. 
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Looking  at  their  own  capability  of  providing  family  plan- 
ning services,  many  State  and  local  welfare  agencies  report 
a  shortage  of  staff  to  provide  services  and  to  arrange  for 
adequate  follow-up.  Training  programs  for  staff  have  not 
been  mounted  on  the  scale  required.  Although  Federal  funds 
may  be  used  to  match  $3  for  every  $1  spent  from  State  funds 
for  services,  time  and  again  agencies  emphasize  the  difficulty 
of  raising  the  25  percent  share  at  State  and  local  levels. 
Generally,  no  special  funds  have  been  made  available  to  de- 
velop family  planning  services,  as  indicated,  for  example, 
by  the  general  absence  of  full-time  staff  leadership  for  this 
program.  Expectations  among  some  groups  that  title  lY 
funds  would  be  available  to  reach  substantial  numbers  of 
low-income  families  not  currently  receiving  welfare  have  not 
been  realized.  ... 

Testimony  presented  during  the  hearings  has  persuaded  the  com- 
mittee that  the  75  percent  Federal  matching  percentage,  although  a 
major  step  in  promoting  family  planning  services,  has  not  been  suf- 
ficient to  achieve  the  aims  of  the  committee.  By  providing  100  per- 
cent Federal  funding,  the  committee  bill  will  remove  any  existing 
financial  barrier. 

The  committee  believes  its  amendment  is  consistent  with  the  aims 
of  the  Administration,  as  expressed  by  the  President  in  a  speech 
in  July  1969 : 

Most  of  an  estimated  five  million  low  income  w^omen  of 
childbearing  age  in  this  country  do  not  have  adequate  access 
to  family  planning  assistance,  even  though  their  wishes  con- 
cerning family  size  are  usually  the  same  as  those  of  parents 
of  higher  income  groups. 

It  is  my  view  that  no  American  woman  should  be  denied 
access  to  family  planning  assistance  because  of  her  economic 
condition.  I  believe,  therefore,  that  we  should  establish  as  a 
national  goal  the  provision  of  adequate  family  planning  serv- 
ices w^ithin  the  next  five  years  to  all  those  who  want  them  but 
cannot  afford  them.  This  we  have  the  capacity  to  do. 

The  committee  shares  the  goal  of  the  President.  It  notes  that,  ac- 
cording to  testimony  of  Planned  Parenthood  Federation,  full  family 
planning  services  can  be  provided  for  about  $60  per  woman  per  year. 
This  seems  a  small  price  to  pay  for  the  personal,  social  and  economic 
benefits  which  can  be  achieved  as  tlie  result  of  an  effective  nationwide 
family  planning  program. 

Effective  date — January  1,  1971. 

E.  EMERGENCY  ASSISTANCE  FOR  MIGRANT  FAMILIES 
WITH  CHILDREN 

(Sec.  530  of  the  bill) 

Under  existing  law,  emergency  assistance  may,  at  the  option  of  the 
States,  be  provided  to  needy  migrant  families  and  be  provided  either 
Statewide  or  in  part  of  tlie  State.  The  committee  believes  that  there 
is  an  urgent  need  to  assist  these  families  and  children  and  that  this 
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problem  is  of  a  national  nature.  Therefore,  the  committee  bill  amends 
existing  law  (1)  to  require  air  States  to  provide  sucli  a  program;  (2) 
to  require  that  it  be  Statewide  in  application;  and  (3)  to  provide 
Federal  matching  of  its  cost  at  the  Y5  percent  level. 

Under  existing  law,  the  emergency  assistance  program,  which  has 
been  adopted  in  about  25  jurisdictions,  is  matched  by  the  Federal  Gov- 
ernment at  the  50  percent  level.  The  regular  emergency  assistance 
program  will  continue  to  be  optional,  and  its  rate  of  Federal  matching 
will  remain  at  50  percent. 

The  same  feature  of  existing  law  as  to  the  nature  of  the  emergency 
and  the  mode  of  assistance  in  the  regular  emergency  program  would 
be  applicable  to  the  new  migrant  program :  Assistance  would  be  fur- 
nished for  a  period  not  in  excess  of  30  days  in  any  12-month  period  in 
cases  in  which  a  child  is  without  available  resources;  the  payments, 
care,  or  services  involved  are  necessary  to  avoid  destitution  of  the 
child  or  to  provide  living  arrangements  for  the  child ;  and  the  destitu- 
tion or  need  for  living  arrangements  did  not  arise  because  the  child 
or  relative  refused  without  good  cause  to  accept  employment  or  train- 
ing for  employment.  Assistance  could  be  in  the  form  of  money  pay- 
ments, payments  in  kind,  or  other  payments  as  the  State  agency  may 
specify  with  respect  to,  or  medical  care  or  any  other  type  of  remedial 
care  in  behalf  of,  the  child  or  other  member  of  the  household  in  which 
the  child  is  living,  and  other  services  as  may  be  specified  by  the 
Secretary. 

Effective  date  July  i,  1971. 

F.  OBLIGATION  OF  A  DESERTING  FATHER 

(Sec.  540  of  the  bill) 

Families  may  receive  Aid  to  Families  with  Dependent  Children 
if  the  father  is  dead,  incapacitated,  unemployed,  or  absent  from  the 
home.  Absence  from  the  home  constitutes  by  far  the  major  reason  for 
dependency  among  children.  In  1969,  three  out  of  four  families  receiv- 
ing AFDC  were  eligible  because  of  the  father's  absence  from  the  home. 

One  out  of  six  families  is  on  welfare  because  of  the  father's  deser- 
tion. With  about  9  million  AFDC  recipients,  this  means  that  about 
1,500,000  mothers  and  children  are  receiving  welfare  today  because 
the  father  of  the  family  has  deserted. 

An  illustration  of  the  impact  of  desertion  on  a  city's  AFDC  rolls  is 
included  in  the  findings  of  a  special  review  of  AFDC  in  New  York 
City  by  the  Department  of  Health,  Education,  and  Welfare  and  the 
N'ew  York  State  Department  of  Social  Services. 

According  to  this  review,  the  number  of  AFDC  women  whose  hus- 
bands had  deserted  them  rose  from  12,138  cases  in  1961  to  52,855  cases 
in  1967,  a  335.4  percent  increase,  as  compared  with  a  total  caseload 
increase  of  159.7  percent  between  1961  and  1967.  The  number  of  cases 
of  deserted  waives  and  wives  separated  without  court  decree  was  15,457 
in  1961;  63,185  in  1967;  and  79.147  in  1968.  Thus,  between  1961  and 
1968  the  cases  of  deserted  or  informally  separated  wives  grew  by  412 
percent,  as  compared  with  a  total  caseload  increase  of  234.7  ])ercent. 

Nationally,  the  largest  single  cause  of  dependency  among  children 
is  illegitimacy.  In  28  percent  of  the  families  receiving  AFDC,  the 
mother  is  not  married  to  the  father  of  the  child. 
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The  Congress  has  attempted  to  deal  with  this  aspect  of  the  depend- 
ency problem  in  the  past.  Present  law  requires  that  the  State  welfare 
agency  undertake  to  establish  the  paternity  of  each  child  receiving 
welfare  who  was  bom  out  of  wedlock,  and  to  secure  support  for  him ; 
if  the  child  has  been  deserted  or  abandoned  by  his  parent,  the  welfare 
agency  is  required  to  secure  support  for  the  child  from  the  deserting 
parent,  utilizing  any  reciprocal  arrangements  adopted  with  other 
States  to  obtain  or  enforce  court  orders  for  support.  The  State  welfare 
agency  is  further  required  to  enter  into  cooperative  arrangements  with 
the  courts  and  with  law  enforcement  officials  to  carry  out  this  pro- 
gram. Access  is  authorized  to  both  Social  Security  and  Internal  Rev- 
enue Service  records  in  locating  deserting  parents. 

These  measures,  however,  have  failed  to  stem  the  explosive  groAvth 
of  the  welfare  rolls  in  the  past  3  years,  a  growth  largely  consisting  of 
families  in  which  there  either  never  was  a  father  or  in  which  the 
father  has  deserted  the  family  or  is  otherwise  separated  from  the 
mother. 

Officials  from  Milwaukee,  Wis.,  in  testimony  before  the  committee 
urged  that  it  be  made  a  Federal  offense  for  a  father  to  leave  a  State  to 
abandon  his  family. 

During  the  hearing  on  the  w^elfare  bill,  Secretary  Richardson  was 
asked  his  opinion  about  direct  Federal  action  in  desertion  cases.  He 
replied : 

We  would  support  legislation  which  made  it  a  Federal  crime  to 
cross  State  lines  for  the  purpose  of  evading  parental  responsibil- 
ity. The  only  real  problems  that  arise  here — and  I  cannot  speak  to 
these — involve  the  responsibility  that  would  thereby  be  put  on  the 
Justice  Department  and  U.S.  attorney's  offices. 

Generally  speaking.  Federal  law  enforcement  officials,  I  think, 
have  felt  that  this  ought  to  be  a  State  responsibility.  This  system 
is,  in  effect,  an  interstate  compact  designed  to  enable  the  States  to 
work  together  and  to  trace  and  get  money  payments  from  fathers. 
From  the  standpoint  of  our  Department  to  make  this  a  Federal 
crime  would  help  to  reduce  the  problem,  we  think,  and  to  that  ex- 
tent we  would  be  for  it.  (P.  690  of  hearings.) 
The  committee  considers  the  provisions  of  present  law  useful  and 
feels  they  should  be  retained.  However,  it  is  clear  that  further  action 
is  necessary  to  permit  more  extensive  involvement  of  the  Federal 
Government  in  cases  where  the  father  is  able  to  avoid  his  parental 
responsibilities  by  crossing  State  lines. 

First,  the  committee  bill  w^ould  make  it  a  Federal  misdemeanor  for 
a  father  to  cross  State  lines  in  order  to  avoid  his  family  responsi- 
bilities. The  penalty  under  this  new  amendment  would  be  imprison- 
ment for  up  to  one  year. 

Second,  the  committee  bill  Avould  provide  that  an  individual  who  has 
deserted  or  abandoned  his  spouse,  child,  or  children  shall  owe  a  mone- 
tary obligation  to  the  United  States  equal  to  the  Federal  share  of  any 
welfare  payments  made  to  the  spouse  or  child  during  the  period  of 
desertion  or  abandonment.  In  those  cases  where  a  court  has  issued  an 
order  for  the  support  and  maintenance  of  the  deserted  spouse  or  chil- 
dren, the  obligations  of  the  deserting  parent  would  be  limited  to  the 
amount  specified  by  the  court  order. 
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Present  law  requires  the  State  to  seek  to  obtain  a  court  order  re- 
nuirinor  the  desertinof  parent  to  support  his  family.  The  committee 
feels  it  is  desirable  to  continue  to  provide  an  incentive  for  the  States 
to  do  this.  Therefore,  under  the  committee  bill,  if  the  State  has  ob- 
tained a  court  order,  the  Federal  Government  would  attempt  to  re- 
cover both  the  Federal  and  non-Federal  share  of  welfare  payments 
to  the  desertins:  father's  family.  If  the  State  has  not  obtained  a  court 
order,  the  Federal  Government  would  only  attempt  to  recover  the 
Federal  share  of  the  welfare  payments.  The  deserting  parent's  obli2:a- 
tion  could  be  collected  in  the  same  manner  as  any  other  obligation 
against  the  United  States. 

The  bill  also  provides  that  information  regarding  the  whereabouts 
of  the  deserting  individual  would  be  furnished,  on  request,  by  the 
Federal  Government  to  the'deserted  spouse,  or  to  the  guardian  or  cus- 
todian of  the  child  or  children  deserted,  or  their  counsel,  where  a 
judgment  for  support  has  been  obtained. 

In  an  article  entitled  "The  Crises  in  Welfare*'  written  two  years  ago 
Daniel  P.  Moynihan  stated : 

AAHiile  minority  group  spokesmen  are  increasingly  pro- 
testing the  oppressive  features  of  the  welfare  system  and 
liberal  scholars  are  actively  developing  the  concept  of  the 
constitutional  rights  of  welfare  recipients  with  respect  to 
such  matters  as  man  in  the  house  searches,  it  is  nonetheless 
the  fact  that  the  poor  of  the  United  States  today  enjoy  a  quite 
unprecedented  de  facto  freedom  to  abandon  their  children  in 
the  certain  knowledge  that  society  will  care  for  them,  and 
what  is  more,  in  a  State  such  as  ^ew  York,  to  care  for  them 
by  quite  decent  standards.  Through  most  of  history  a  man 
who  deserted  his  family  pretty  much  assured  that  they  would 
starve  or  near  to  it  if  he  was  not  brought  back,  and  that  he 
would  be  horsewhipped  if  he  were.  Much  attention  is  paid  the 
fact  that  the  number  of  able-bodied  men  receiving  benefits 
under  the  AFDC  program  is  so  small.  In  Februarv  1966. 
Robert  H.  Mugge  of  the  Bureau  of  Family  Services  of  HEW 
reported  that  of  the  1.081.000  AFDC  parents  there  were  about 
56,000  unemployed,  but  employable  fathers.  But  in  addition 
to  the  110,000  incapacitated  fathers,  there  were  some  900,000 
mothers  of  whom  by  far  the  greatest  number  had  been  di- 
vorced or  deserted  by  their  presumably  able-bodied  husbands. 

N'ow,  a   working-class   or  middle-class  American  who 
chooses  to  leave  his  family  is  normally  required  first  to  go 
through  elaborate  legal  proceedings  and  thereafter  to  devote 
much  of  his  income  to  supj^orting  them.  Normally  speaking, 
society  gives  him  nothing.  The  fathers  of  AFDC  families, 
however,  simplv  disappear.  Only  a  j^erson  invincibly  preju- 
diced on  behalf  of  the  ])oor  would  deny  that  there  are  attrac- 
tions in  such  freedom  of  movement. 
It  is  the  committee's  hope  that  the  measures  contained  in  the  com- 
mittee bill  will  equate  the  responsibilities  of  a  father  of  AFDC  chil- 
dren with  those  of  the  father  of  a  Avorking-class  or  middle-class 
family. 
Effective  date — Immediate. 
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G.  THE  SUPREME  COURT  AND  WELFARE  CASES 

Court  decisions  liave  played  a  major  role  in  the  phenomenal  growth 
of  the  welfare  rolls  in  the  last  three  years.  One  of  the  most  important 
of  these  cases — the  so-called  "man-in-the-house"  decision — is  based 
solely  on  a  statutory  interpretation.  Other  cases,  such  as  the  decision 
prohibiting  the  duration  of  residence  requirements,  are  based  on 
statutory  interpretation  with  Constitutional  implications.  Still  other 
cases  apparently  are  predicated  on  the  judicial  finding  that  welfare  is 
a  property  "right''  rather  than  the  traditional  view  that  it  is  a  "gra- 
tuity" ^jranted  as  a  privilege  by  the  Congress  and  subject  to  such 
eligibility  conditions  as  it  decides  to  impose. 

It  should  be  remembered  that  welfare  is  a  statutory  right,  and  like 
any  other  statutory  right,  is  subject  to  the  establishment  by  Congress  of 
specific  conditions  and  limitations  which  may  be  altered  or  repealed 
by  subsequent  congressional  action.  In  fact,  the  Social  Security  Act, 
in  section  1104  makes  explicit  Avhat  would  be  the  case  in  any  event, 
that  "the  right  to  alter,  amend,  or  repeal  any  provision  of  this  Act 
is  hereby  reserved  to  the  Congress."  Under  Secretary  Veneman  testi- 
fied before  the  committee  (p.  216  of  the  hearings),  and  Secretary 
Richardson  agreed  (p.  469  of  the  hearings)  that  there  is  no  Consti- 
tutional right  for  a  person  to  draw  welfare.  The  following  colloquy 
took  place  between  Senator  Long  and  Under  Secretary  Veneman  at 
the  hearings: 

The  Cttairmax.  Do  you  believe  that  there  is  any  constitutional 
right  for  a  person  to  draw  welfare  money  ? 
Mr.  Vexejmax.  No,  sir. 

The  Chairman.  I  do  not,  either.  I  am  glad  we  agree  on  that 
point. 

Mr.  Veneman.  There  is  a  statutory  provision,  sir,  that  allows 
certain  people  to  di'aw  welfare  payments. 
The  "right  to  welfare"  implies  no  vested,  inherent  or  inalienable 
right  to  benfits.  It  confers  no  constitutionally  protected  benefit  on  the 
recipient.  To  the  contrary,  the  right  to  welfare  is  no  more  substantial, 
and  has  no  more  legal  effect,  than  any  other  benefit  conferred  by  a  gen- 
erous legislature.  The  welfare  system  as  we  know  it  today  has  its  legal 
genesis  in  the  Social  Security  Act  and  the  statutory  rights  granted 
under,  and  pursuant  to,  that  Act  can  be  extended,  restricted,  or  other- 
wise altered  or  amended — or  even  repealed — ^by  a  subsequent  act  of 
Congress  (or  of  a  State  legislature).  It  is  this  ability  to  change  the 
nature  of  a  statutory  right  which  distinguishes  it  from  a  property 
right  or  any  right  considered  inviolate  under  the  Constitution.  The 
committee  firmly  restates  this  view  of  the  nature  of  the  "right"  to  a 
welfare  benefit. 

Denial  of  Eligibility  for  Aid  to  Families  With  Dependent 
Children  Where  There  Is  a  Continuing  Parent-Child 
Relattonship 

(Sec.  541  of  the  bill) 

Under  present  law.  Aid  to  Families  with  Dependent  Children  is 
available  to  children  who  have  been  deprived  of  parental  support  by 
reason  of  the  "continued  absence  from  the  home"  of  a  parent.  The 
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so-called  "man-in-the-hoiise"  or  "substitute  father"  statutes  of  the 
States  were  attempts  to  define  the  term  "parent"  under  the  Aid  to 
Families  With  Dependent  Children  program  for  eligibility  purposes. 
The  State  statutes  have  been  varied,  some  emphasizing  cohabitation 
Avith  the  mother  as  being  determinative  of  the  parental  relation, 
while  others  have  required  indications  of  a  positive  relationship  of 
the  man  Avith  the  child. 

On  June  IT,  1968,  the  Supreme  Court  ruled  that  a  State  could  not 
consider  a  child  ineligible  for  Aid  to  Families  with  Dependent  Chil- 
dren when  there  was  a  substitute  father  wath  no  legal  obligation  to 
support  the  child.  The  Court  decision  was  based  on  its  interpretation 
of  Congressional  intent  as  expressed  in  the  Social  Security  Act  and  its 
legislative  history.  The  decision  states:  "We  believe  Congress  in- 
tended the  term  'parent'  in  section  406(a)  of  the  Act  *  *  *  to  include 
only  those  persons  with  a  legal  duty  of  support." 

The  implication  of  this  decision,  as  made  clear  by  subsequent  cases, 
was  that  a  State  could  not  deny  Aid  to  Families  with  Dependent 
Children  even  in  the  situation  Avhere  there  was  a  stepfather  with 
substantial  income.  The  committee  believes  that  a  legal  obligation  to 
support  is  too  narrow  a  base  upon  which  to  determme  eligibility  and 
income  accountability  for  a  welfare  program  for  families.  The  com- 
mittee believes  that  the  determination  of  w^hether  a  man  is  a  "parent" 
within  the  meaning  of  this  term  in  section  406  of  the  Social  Security 
Act  should  depend  on  the  total  evaluation  of  his  relationship  with  the 
child,  w^ith  the  following  being  positive  indications  of  the  existence 
of  such  a  parental  relationship  : 

(1)  The  individual  and  the  child  are  frequently  seen  together 
in  public; 

(2)  The  individual  is  the  parent  of  a  half-brother  or  half-sister 
of  the  child ; 

(3)  The  individual  exercises  parental  control  over  the  child; 

(4)  The  individual  makes  substantial  gifts  to  the  child  or  to 
members  of  his  family ; 

(5)  The  individual  claims  the  child  as  a  dependent  for  income 
tax  purposes; 

(6)  The  individual  arranges  for  the  care  of  the  child  Avhen  his 
mother  is  ill  or  absent  from  the  home ; 

(7)  The  individual  assumes  responsibility  for  the  child  when 
there  occurs  in  the  child's  life  a  crisis  such  as  illness  or  detention 
by  public  authorities ; 

(8)  The  individual  is  listed  as  the  parent  or  guardian  of  the 
child  in  school  records  which  are  designed  to  indicate  the  identity 
of  the  parents  or  guardians  of  children ; 

(9)  The  individual  makes  frequent  visits  to  the  place  of  resi- 
dence of  the  child ;  and 

(10)  The  individual  gives  or  uses  as  his  address  the  address  of 
such  place  of  residence  in  dealing  with  his  employer,  his  credi- 
tors, postal  authorities,  other  public  authorities,  or  others  with 
whom  he  may  have  dealings,  relationships,  or  obligations. 

The  committee  amendment  specifically  states  that :  "Such  a  relation- 
ship between  an  adult  individual  and  a  child  may  be  determined  to 
exist  in  any  case  only  after  an  evaluation  of  the  [above]  factors  *  *  * 
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as  well  as  any  evidence  which  may  refute  any  inference  sujjported 
hy  evidence  related  to  such  factors y  (Emphasis  added.) 

It  should  be  further  pointed  out  that  the  use  of  this  provision  would 
be  optional  with  the  States.  If  a  State  does  affirmatively  exercise  its 
option,  however,  it  must  comply  with  this  statutory  method  in  deter- 
mining the  child-father  relationship.  The  committee  believes  that  this 
will  provide  coherent  and  uniform  standards  governing  this  delicate 
area  of  the  law  and  provide  a  clear  statement  of  statutory  intent. 

Effective  date — January  1,  1971. 

Duration  of  Residence  Requirement 
(Sec.  542  of  the  bill) 

Under  present  Federal  law  the  Secretary  of  Health,  Education,  and 
Welfare  is  required  to  approve  all  State  plans  for  Aid  to  Families 
with  Dependent  Children  which  meet  the  requirements  specified  in 
section  102(a)  unless  the  plan  includes  a  duration  of  residence  re- 
quirement denying  aid  to  children  who  have  resided  in  the  State  for 
one  year  preceding  the  date  of  application  for  aid  (or  to  children  born 
during  that  year  and  living  with  a  parent  or  relative  who  has  resided 
there  for  a  year).  In  the  programs  of  cash  assistance  for  the  aged, 
blind,  and  disabled,  present  law  would  permit,  in  addition  to  the  re- 
quirement of  one  year's  residence  preceding  the  date  of  application,  a 
requirement  that  the  individual  have  resided  in  the  State  for  five  of 
the  preceding  nine  years. 

In  April  of  last  year,  the  Supreme  Court  ruled  that  the  duration  of 
residence  requirement  of  the  Connecticut  and  Pennsylvania  AFDC 
programs  constituted  an  action  by  those  States  which  violated  the 
equal  protection  clause  of  the  14th  Amendment.  The  Supreme  Court 
stated  that  the  Federal  statute  "does  not  approve,  much  less  prescribe, 
a  one-year  requirement"  and  Avent  on  to  say  that  even  if  it  were  to 
assume  "that  Congress  did  approve  the  imposition  of  a  one-year  wait- 
ing period,  it  is  the  responsive  ^State  legislation  which  infringes  con- 
stitutional rights."  The  court  further  declared  that  if  somehow  the 
constitutionality  of  the  Federal  law  is  involved  that  "insofar  as  it 
permits  the  one-year  waiting-period  requirement"  it  would  be  uncon- 
stitutional because  "Congress  may  not  authorize  the  States  to  violate 
the  Equal  Protection  Clause." 

This  Supreme  Court  action  in  outlawing  duration  of  residence  re- 
quirements could  have  the  effect  of  influencing  States  against  any 
liberalization  of  their  welfare  programs  for  fear  of  attracting  large 
numbers  of  needy  persons  from  nearby  States  with  less  liberal  pro- 
grams. A  dissenting  member  of  the  Supreme  Court  noted  that  "of 
longer-range  importance,  the  field  of  welfare  assistance  is  one  in 
which  there  is  a  widely  recognized  need  for  fresh  solutions  and  con- 
sequently for  experimentation.  Invalidation  of  w-elfare  residence  re- 
quirements might  have  the  unfortunate  consequence  of  discouraging 
the  Federal  and  State  Governments  from  establishing  unusually  gen- 
erous welfare  programs  in  particular  areas  on  an  experimental  basis, 
because  of  fears  that  the  program  would  cause  an  influx  of  persons 
seeking  higher  welfare  payments."  This  Justice  concluded  that  it  was 
"particularly  unfortunate  that  this  judicial  roadblock  to  the  powers  of 
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Congress  in  this  field  should  occur  at  the  very  threshhold  of  the  cur- 
rent discussions  regarding  the  'federalizing'  of  these  aspects  of  wel- 
fare relief." 

The  committee's  amendment  eliminates  the  constitutional  question 
raised  by  the  Supreme  Court  by  making  it  an  affirmative  requirement 
of  Federal  law  that  State  plans  for  cash  public  assistance  under  the 
Social  Security  Act  include  a  requirement  of  one  year's  residence 
in  the  State  as  a  condition  of  eligibility^  (The  committee's  amendments 
would,  however,  not  deny  Federal  matching  to  States  which  by  virtue 
of  State  law  do  not  in  fact  impose  a  duration  of  residency  require- 
ment.) Thus  under  the  amendment,  one  year's  duration  of  residence  in 
a  State  would,  in  elTect,  be  a  nationally  uniform  condition  of  eligibility 
for  assistance  imposed  by  Federal  law.  Accordingly,  the  question  of 
State  violation  of  the  equal  protection  clause  of  the  14th  Amendment 
would  be  eliminated. 

The  committee  recognizes  that  the  one-year  duration  of  residence  i 
requirement  can  impose  a  severe  hardship  on  some  families  and  could, 
in  fact,  discourage  them  from  moving  to  a  new  State  for  even  such 
admirable  motives  as  seeking  better  employment  opportunities.  Ac-  I 
cordingly,  the  committee  added  to  that  requirement  a  further  re- 
quirement that  the  State  which  a  recipient  leaves  must  continue  assist- 
ance payments  to  him,  as  long  as  he  continues  to  be  eligible  for  assist- 
ance, for  a  period  of  one  year  unless  the  new  State  of  residence  assumes 
this  responsibility  before  the  end  of  that  12-month  period.  j 

Taken  together,  the  committee  amendments  to  establish  a  residence  j 
requirement  and  to  require  the  State  of  origin  to  continue  payments  j 
for  a  year  after  the  recipient  moves,  represent  a  significant  improve-  ' 
ment  in  the  Federal-State  welfare  programs  from  the  j^oint  of  view  of  ^ 
both  the  States  and  individuals  involved.  States  which  have  found  du-  1 
ration  of  residence  requirements  useful  ^vill  be  able  to  reinstitute  them  j 
and  be  able  to  make  improvements  in  their  welfare  programs  with-  i 
out  fear  of  creating  substantial  incentives  to  in-migration.  AVelfare  \ 
recipients  would,  on  the  whole,  be  neither  advantaged  nor  disadvan-  j 
taged  by  the  combined  provisions.  At  least  on  a  short-term  basis,  the  I 
level  of  welfare  assistance  provided  in  a  given  State  would  be  made  I; 
a  neutral  factor  in  the  recipient's  decision  of  whether  to  move  there. 
In  fact,  it  apjDears  quite  probable  that  the  overall  effect  of  the  com-  I 
mittee's  amendments  would  be  to  facilitate  the  interstate  movement  of  ! 
welfare  recipients  to  seek  employment  or  for  other  motives.  A  recipient  i 
contemplating  such  a  move  would  generally  know  what  he  could  ex-  ! 
pect  in  the  way  of  assistance  for  the  first  year  and  would  not  face  the  : 
prospect  of  a  period  with  no  assistance  whatever  while  he  was  trying  j 
to  establish  his  eligibility  under  the  program  of  the  new  State. 

Effective  date— July  1,  1971.  ' 

LlMITATIOX  OX  DtJRATIOX  OF  ApPEALS  PrOCESS  j 

(Sec.  543  of  the  bill)  \ 

The  committee's  bill  requires  State  welfare  agencies  to  reach  a  final  ' 
decision  on  the  appeal  of  a  welfare  recipient  within  30  days  following 
the  day  the  recipient  was  notified  of  the  agency's  intention  to  reduce 
or  terminate  assistance.  The  bill  also  requires  the  repayment  to  the  i 
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agency  of  amounts  which  a  recipient  receives  during  the  period  of  the 
appeal  if  it  is  determined  that  he  was  not  entitled  to  them.  Any 
amoimts  not  repaid  are  to  be  considered  an  obligation  of  the  recipient 
to  be  withheld  from  any  future  assistance  payments  to  which  the  in- 
dividual msLj  be  entitled. 

The  committee's  action  is  designed  to  assure  that  the  appeals  pro- 
cedure will  be  handled  expeditiously  by  the  States,  and  also  to  assure 
that  appeals  will  not  be  made  frivolously.  It  is  the  view  of  the  com- 
mittee that  these  amendments  to  existing  law  are  necessary  in  view  of 
the  recent  Supreme  Court  decision  that  assistance  payments  cannot  be 
terminated  before  a  recipient  is  afforded  an  evidentiary  hearing. 

Effective  date— July  1,  1971. 

State  Permitted  To  Seek  To  Establish  Name  of 
Putative  Father 

(Sec.  544  of  the  bill)  v 

Of  all  families  receiving  Aid  to  Families  with  Dependent  Children, 
those  in  which  the  father  is  not  married  to  the  mother  constitute  the 
single  largest  category  (28  percent  of  all  families).  It  is  also  the  cate- 
gory that  has  been  showing  the  most  rapid  growth.  The  Congress  has 
clearly  established  in  legislation  its  belief  in  the  importance  of  making 
every  reasonable  effort  to  establish  the  paternity  of  a  child  born  out 
of  wedlock,  both  for  the  sake  of  the  child  and  the  family,  and  as  a  mat- 
ter of  good  social  policy.  It  is  for  this  reason  that  a  provision  was  writ- 
ten into  the  Social  Security  Act  (sec.  402(a)  (17)  (A) )  requiring  the 
State  welfare  agency  "in  the  case  of  a  child  born  out  of  wedlock  who 
is  receiving  aid  to  families  with  dependent  children,  to  establish  the 
paternity  of  such  child.  ..." 

Despite  this  clear  legislative  history,  a  U.S.  District  Court  in  August 
1969  ruled  that  a  mother's  refusal  to  name  the  father  of  her  illegiti- 
mate child  could  not  result  in  denial  of  Aid  to  Families  with  Depend- 
ent Children.  The  applicable  State  regulation  was  held  to  be  incon- 
sistent with  the  provision  in  Federal  law  that  AFDC  be  "promptly 
furnished  to  all  eligible  individuals"  on  the  grounds  that  the  State 
regulation  imposed  an  additional  condition  of  eligibility  not  required 
by  Federal  law. 

The  dissenting  opinion  in  the  case  clearly  sets  forth  the  Congres- 
sional intent: 

The  focal  statutory  provision  Avhich  has  application  here 
is  §  602(a)  (7)  [Sec.  402(a)  (7)  of  the  Social  Security  Act]  ; 
it  reads  in  part : 

(A  State  plan  for  aid  and  services  to  needy  fam- 
ilies with  children  must)  .  .  .  provide  that  the  State 
agency  shall,  in  determining  need,  take  into  con- 
sideration any  other  income  and  resources  of  any 
child  or  relative  claiming  aid  to  families  with  de- 
pendent children,  or  of  any  other  individual  (living 
in  the  same  home  as  such  child  and  relative)  whose 
needs  the  State  determines  should  be  considered  in 
determining  the  need  of  the  child  or  relative  claiming 
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such  aid,  as  Avell  as  any  expenses  reasonably  attribu- 
table to  the  earning  of  any  such  income. 

It  is  fundamental  in  this  statutory  scheme,  that  the  sources 
of  all  family  income  be  disclosed  as  a  prerequisite  to  an  ap- 
plicant's qualifying  for  eligibility  benefits.  Thus  the  mother's 
disclosure  of  the  known  identity  of  a  legally  liable  putative 
father  is  certainly  an  essential  element  in  correctly  evaluating 
the  applicant-mother's  support  capabilities,  as  stated  on  the 
application  in  behalf  of  herself  and  her  dependent  children. 
Her  limited  disclosure  of  actual  current  income  is  incomplete, 
if  any  <yi  the  available  sources  remain  unrevealed. 

She  is  the  actual  party  plaintiff  in  this  action ;  it  is  to  her 
that  the  government  Avelfare  benefits  are  directly  paid.  It  is 
through  her,  that  the  family  unit  is  sought  to  be  preserved, 
as  an  essential  unit  of  our  society.  She  is  the  actual  recipient 
of  these  moneys  as  head  of  the  household.  It  is  the  plan  and 
expectation,  that  her  maternal  interest  as  natural  parent  and 
guardian  will  assure  to  the  dependent  child  the  full  benefits 
of  the  government  allotment. 

Unless  the  principle  of  personal  parental  responsibility 
is  to  be  abandoned,  as  an  obsolete  cornerstone  for  gaging 
welfare  eligibility,  a  full  disclosure  is  a  necessary  and  im- 
plied governmental  prerogative,  which  requires  the  applicant 
to  disclose  all  relevant  information.  Absent  this  personal  res- 
ponsibility and  cooperativenss  between  the  applicant-mother 
and  the  government,  the  effectiveness  of  the  program  would 
be  seriously  challeng^ed  because  she  is  the  sole  source  of  this 
information ;  and  without  it  the  system  designed  to  establish 
paternity  could  not  function  

Congress  created  this  system  which  requires  only  the 
identity  of  the  father,  to  allow  enforcement  officials  with  the 
assistance  of  the  Internal  Kevenue  Service  and  the  social 
security  files,  to  locate  an  absconding  father.  It  is  one  of  the 
very  few  occasions  when  the  information  in  those  records  is 
statutorily  made  available  for  use  outside  the  agencies'  offi- 
cial business.  Could  it  be  that  Congress  contemplated  this 
elaborate  system  would  be  paralyzed  by  an  uncooperative 
applicant-mother  who  could  still  successfully  insist  that  she 
be  paid  her  full  monetary  allotment  ? 

Clearly,  the  answer  is  no.  Under  the  committee  bill,  the  intent 
of  the  Congress  that  States  must  attempt  to  establish  the  paternity  of 
a  child  born  out  of  wedlock  is  reaffirmed  by  providing  that  the  re- 
quirement that  welfare  be  furnished  "promptly"  may  not  preclude  a 
State  from  seeking  the  aid  of  a  mother  in  identifving  the  father  of  the 
dhild. 

Effective  date — Immediate. 

Home  Visits  as  a  Condition  or  Welfare 

(Sec.  545  of  the  bill) 

The  committee  bill  permits  the  States,  at  their  option,  to  require 
as  a  condition  of  welfare  eligibility  that  recipients  allow  a  caseworker 
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to  visit  the  home.  In  doing  so,  the  committee  is  not  endorsing  the 
so-called  "midnight  raids,"  which  have  been  generally  considered  ob- 
jectionable as  a  means  of  enforcing  welfare  eligibility  rules.  The  bill 
specifically  requires  that  such  home  visits  must  be  made  at  a  reasonable 
time  and  with  reasonable  advance  notice. 

However,  the  committee  wants  to  make  clear  its  belief  that  in  "means 
test"  programs,  such  as  those  under  the  public  assistance  titles  of  the 
Social  Security  Act,  States  should  have  the  ri^ht  to  take  reasonable 
steps  to  establish  the  facts  relating  to  eligibility.  If  a  State  decides 
that  visits  by  caseworkers  to  the  homes  of  certain  recipients  are  essen- 
tial to  the  establishment  of  necessary  facts,  then  it  should  be  allowed  to 
provide  for  these  through  its  laws  or  regulations.  The  committee  recog- 
nizes that  there  may  well  be  circumstances  under  which  the  interests 
of  the  welfare  recipient  and  of  the  Government  may  best  be  served  by 
visits  of  the  caseworker  to  the  home. 

Effective  date — January  1, 1971. 

H.  USE  OF  FEDERAL  FUNDS  TO  UNDERMINE  FEDERAL  PROGRAMS 

(Sec.  546  of  the  bill) 

One  of  the  often-stated  aims  of  the  Legal  Services  program  of 
the  Office  of  Economic  Opportunity  is : 

The  use  of  the  judicial  system  and  the  administrative  process 
to  effect  changes  in  laws  and  institutions  which  unfairly  and  ad- 
versely affect  the  poor.  (Page  534  of  the  Narrative  Justifications 
presented  by  OEO  at  the  Senate  fiscal  year  1971  Appropriations 
Hearing  on  July  20, 1970.) 
In  carrying  out  this  broad,  highly  subjective,  and  basically  legisla- 
tive function,  the  committee  notes  that  certain  Legal  Services  activi- 
ties have  been  aimed  directly  at  undermining  the  welfare  programs — 
which  are,  of  course,  established  by  duly  enacted  Federal  laws  and 
properly  prescribed  Federal  regulations. 

For  example,  a  document  entitled  "Know  Your  Welfare  Eights" 
prepared  by  the  Tulare  County  Legal  Service  Association  (paid  from 
Federal  poverty  funds)  stated:  "If  you  don't  want  to  work  there  is 
no  reason  why  welfare  can  force  you  to  work,  no  matter  what  your 
welfare  worker  says."  The  pamphlet  was  subsequently  withdrawn  from 
circulation. 

Kecently  the  Center  of  Social  Welfare  Policy  and  Law^  at  Columbia 
I^niversity,  funded  by  the  Office  of  Economic  Opportunity,  pub- 
lished a  book  entitled  "How  to  Commence  Welfare  Litigation  in  a 
Federal  Court,  Including  Model  Annotated  Papers."  This  publica- 
tion is  explicitly  designed  to  assist  legal  services  attorneys  who  wish 
to  commence  welfare  litigation  in  a  Federal  district  court. 

In  response  to  a  question  by.  the  Chairman  of  the  committee  when 
the  Office  of  Economic  Opportunity  appeared  before  the  committee 
during  the  hearings  on  the  welfare  bill,  information  was  provided 
stating  that  one  or  more  OEO  legal  services  projects  were  involved 
in  each  of  the  major  cases  affecting  welfare  law  in  recent  years. 
These  decisions  involved  the  prohibition  of  duration  of  residence 
requirements,  voiding  the  man-in-the-house  rules,  requiring  a  hearing 
before  assistance  can  be  terminated,  prohibiting  denial  of  w^elfare 
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for  refusal  to  allow  a  case- worker  in  the  home,  aiid  prohibiting  denial 
of  welfare  for  refusal  to  name  the  putative  father  (the  reply  appears 
in  pt.  2  of  hearing's,  pp.  969-970) . 

The  success  of  the  program's  aims  was  asserted  in  OEO's  Js'arrative 
Justification  at  the  House  Appropriations  hearings  for  the  fiscal  year 
1970: 

Several  landmark  decisions  were  won  by  T^gal  Services 
attorneys  during  FY  1969.  Of  major  importance  was  a  U.S. 
Supreme  Court  decision  ruling  that  residency  requirements 
for  the  receipt  of  Avelfare  benefits  were  unconstitutional. 
Also,  the  court  ruled  that  the  welfare  "substitute  father" 
regulation  was  illegal.  .  .  . 

The  committee  is  unwilling  to  accept  the  implication  of  these  activi- 
ties :  that  the  Legal  Services  lawyers  are  better  qualified  than  the  Con- 
gress to,  in  effect,  determine  national  policy  regarding  the  poor.  The 
committee  draws  a  distinction  between  legal  representation  that  in- 
volves assisting  poor  individuals  with  day-to-day  problems  in  such 
areas  as  support  payments,  landlord-tenant  relations,  consumer  is- 
sues, or  even  arbitrary  actions  of  local  welfare  departments — and  the 
type  of  advocacy  that  aims  at  undermining  established  institutions 
that  were  consciously  created  through  acts  of  Congress.  If  the  welfare 
statutes  are  inadequate,  and  there  is  little  disagreement  on  this  point, 
then  the  proper  forum  for  improving  them  is  the  legislative  branch 
of  our  Government,  not  the  judicial. 

Accordingly,  the  committee's  amendment  would  prohibit  the  use  of 
Federal  funds  to  pay,  directly  or  indirectly,  the  compensation  or  ex- 
penses of  any  individual  who  in  any  way  participates  in  action  relating 
to  litigation  which  is  desisnied  to  nullify  Congressional  statutes 
or  policy  under  the  Social  Security  Act. 

Effective  date — Immediate. 

I.  REGULATIONS  OF  THE  DEPARTMENT  OF  HEALTH,  EDUCATION, 

AND  WELFARE 

The  committee  is  concerned  at  the  extent  to  which  the  Department 
of  Health,  Education,  and  Welfare  has  imposed  requirements  on  the 
States  which  go  far  beyond  the  statute  itself  and  in  some  cases  bear 
no  relationship  to  the  law.  ! 

Section  1102  of  the  Social  Security  Act  authorizes  the  Secretary  , 
of  Health,  Education,  and  Welfare  to  "make  and  publish  such  rules  ! 
and  regulations,  not  inconsistent  with  this  Act,  as  may  he  necessary  | 
to  the  efficient  administration  of  the  functions"  he  is  charged  with 
under  the  Act.  (Emphasis  added.)  Tender  this  broad  authority,  the 
Secretary  has  attempted  through  regulation  to  make  substantial  legis-  ' 
lative  changes  in  the  welfare  provisions  of  the  Social  Security  Act.  ; 

Governor  Warren  E.  Hearnes  of  Missouri,  testifying  on  behalf  of  j 
the  National  Governors'  Conference,  told  the  committee  in  hearings : 

.  .  .  We  have  had  a  great  deal  of  problems  fiscally  with 
laws  passed  by  the  Congress  in  the  welfare  field,  but  we  have 
many,  many  times  over  problems  created  bv  regulations  from 
HEW  .... 

...  It  is  almost  every  session  that  we  are  required  to  enact 
new  laws  to  conform  with  their  regulations. 
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.  .  .  These  things  are  very  exasperating  for  the  Governors 
and  the  legislatures  to  try  to  stay  not  only  within  the  intent 
of  Congress  but  with  what  Congress  has  evidently  done  and 
given  to  HEAV  so  much  power  to  promulgate  regulations, 
(pp.  1974,  2061  of  hearings  on  the  Family  Assistance  Plan) 

The  Congress  did  not  intend  that  the  regulatory  authority  in  section 
1102  be  employed  by  the  Department  of  Health,  Education,  and  Wel- 
fare as  a  substitute  for  an  act  of  Congress.  Several  provisions  of  the 
committee  bill  will  make  clear  the  Congressional  intention  to  curb  the 
use  of  this  authority  in  regulatory  lawmaking. 

"Declaration  Method*'  of  Determining  Eligibility 
(Sec.  550  of  the  bill) 

Generally  speaking,  the  usual  method  of  determining  eligibility 
for  public  assistance  has  involved  the  verification  of  information 
provided  by  the  applicant  for  assistance  through  a  visit  to  the  appli- 
cant's home  and  from  other  sources.  For  persons  found  eligible  for 
assistance,  re-determination  of  eligibility  is  required  at  least  annually 
(six  months  in  the  case  of  Aid  to  Families  with  Dependent  Children) , 
and  similar  procedures  are  followed. 

Eegulations  issued  by  the  Department  of  Health,  Education,  and 
Welfare  on  January  17, 1969,  required  States  to  test  a  simplified  meth- 
od for  the  determination  of  eligibility  for  welfare  in  selected  areas  of 
the  State.  The  simplified  or  "declaration  method'"  provides  for  eligi- 
bility determinations  to  be  based  to  the  maximum  extent  possible  on 
the  information  furnished  by  the  applicant,  without  routine  inter- 
viewing of  the  applicant  and  without  routine  verification  and  investi- 
gation by  the  case  worker.  The  regulations  requiring  testing  of  the 
declaration  method  arbitrarily  stated  that  a  three  percent  level  of  in- 
eligibility would  be  considered  "acceptable." 

in  May  of  this  year,  Secretary  Finch  announced  that  the  results  of 
the  testing  were  so  conclusive  that  he  was  requiring  the  States,  through 
regulation,  to  use  the  simplified  declaration  method  in  welfare  pro- 
grams for  the  aged,  blind,  and  disabled  beginning  July  1,  1970. 

The  committee  asked  the  General  Accounting  Office  to  look  into  the 
testing  of  the  method  to  see  if  the  results  were  truly  conclusive.  In  its 
report,  the  General  Accountins:  Office  found  that : 

1.  The  simplified  declaration  method  required  by  the  new 
Health,  Education,  and  Welfare  regulations  in  fact  was  pre- 
tested almost  nowhere ;  most  States  actually  used  oral  interview- 
ing or  other  forms  of  verification  of  the  information  supplied  by 
the  applicant; 

2.  Five-sixths  of  the  total  cases  tested  were  simply  redetermi- 
nations of  the  eligibility  of  persons  who  had  previously  been 
subjected  to  the  usual  (nondeclaration)  application  procedures, 
and  thus  might  not  be  indicative  of  the  manner  in  which  the  sim- 
plified method  will  operate ;  and 

3.  The  sample  size  under  the  testing  was  so  small  that  there 
is  a  substantial  probability  that  the  ineligibility  level  exceeded 
Health,  Education,  and  Welfare's  arbitrary  eS-percent  "accepta- 
ble" level. 
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In  view  of  the  inconsistency  of  the  test  findings,  the  committee  feels 
that  use  of  the  declaration  method  should  remain  optional  with  the 
States  rather  than  mandatory.  The  committee  bill  accordingly  speci- 
fies that  the  Secretary  may  not  require  use  of  the  declaration  method 
by  regulation. 

Effective  date — Immediate. 

Definition  or  Unemployment 
(Sec.  551  of  the  bill) 

Under  present  law  Aid  to  Families  with  Dependent  Children  may 
be  provided  to  needy  families  in  which  the  children  are  dependent 
because  of  the  death,  incapacity,  or  absence  of  a  parent — and,  at 
the  State's  option,  if  the  father  is  unemployed.  Twenty-three  States 
currently  provide  assistance  to  needy  families  in  which  the  father  is 
unemployed.  Before  the  Social  Security  Amendments  of  1967,  each 
State  used  its  own  definition  of  "unemployment."  The  committee  felt 
that  a  uniform  national  definition  was  desirable,  and  authorized  the 
Secretary  of  Health,  Education,  and  Welfare  to  define  unemployment. 
Unfortunately,  the  Department  of  Health,  Education,  and  Welfare 
issued  regulations  defining  unemployment  which  go  far  beyond  any- 
thing contemplated  by  the  committee  in  1967.  ITnder  the  regulations, 
unemployment  is  defined  in  a  way  that  requires  States  with  unem- 
ployed father  programs  under  AFDC  to  include  "any  father  who  is 
employed  less  than  30  hours  a  week"  and  the  State  may  include  "any 
father  who  is  employed  less  than  35  hours  a  week." 

During  hearings  on  the  Family  Assistance  Plan,  Secretary  Richard- 
son agreed  that  an  individual  working  regularly  34  hours  a  week 
could  not  be  considered  "unemployed."  At  that  time  he  stated  his 
intention  to  change  the  definition : 

Senator  Talmadge.  Mr.  Secretary,  reverting  to  another 
matter,  in  our  previous  hearings  on  this  bill,  several  members 
of  the  committee  noted  that  regulations  of  the  Department 
permitted  States  to  consider  an  individual  working  less  than 
35  hours  as  being  unemployed.  Secretary  Finch  agreed  that 
he  had  difficulty  conceiving  of  a  man  working  regularly  at 
34  hours  a  week  as  being  unemployed.  Yet,  to  the  best  of  my 
knowledge,  there  has  been  no  change  in  this  regulation. 

If  I  read  correctly,  the  electrical  workers  in  New  York  City 
recently  negotiated  contracts  for  a  20-hour  week.  'Wliy  should 
not  the  system  have  a  more  realistic  definition  of  unemploy- 
ment? 

Secretary  Richardson.  We  should  have  a  more  realistic 
definition,  Seuator.  I  would  again  emj^hasize  that  if  our  rec- 
ommendations are  all  adopted,  that  problem  Avill  disappear 
with  the  declining  rolls  of  the  unemployed  father  category. 

Senator  Talmadge.  Is  it  not  a  problem  now  that  ought  to  be 
corrected  by  regulation  now,  rather  than  waiting  on 
Congress  ? 

Secretary  Richardson.  I  think  it  should,  and  I  shall  follow 
that  up. 
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To  date,  the  regulations  of  the  Department  of  Health,  Education, 
and  Welfare  have  not  been  changed.  Accordingly,  the  committee  bill 
includes  an  amendment  defining  a  father  as  unemployed  for  pur- 
poses of  AFDC  eligibility  if  he  has  worked  less  than  10  hours  in 
the  last  week  or  less  than  80  hours  in  the  last  30  days. 

Effective  date— July  1, 1971. 

Veto  of  WIN  Child  Care  Services 
(Sec.  520(a)(7)  of  the  bill) 

Department  of  Health,  Education,  and  Welfare  regulations  state 
that  "child  care  services,  including  in-home  and  out-of-home  services, 
must  be  available  or  provided  to  all  persons  referred  to  and  enrolled 
in  the  work  incentive  program  and  to  other  persons  for  whom  the 
agency  has  required  training  or  employment.  Such  care  must  be  suit- 
able for  the  individual  child,  and  the  parents  must  be  involved  and 
agree  to  the  type  of  care  to  be  provided." 

This  apparent  absolute  veto  power  over  child  care  by  the  mother 
is  not  in  accord  with  Congressional  intent.  The  committee  bill  pro- 
vides that  if  child  care  services  are  necessary  to  permit  participation 
of  a  mother  in  the  Work  Incentive  Program,  she  should  be  given  a 
choice  of  type  of  child  care  if  more  than  one  type  is  available,  but  she 
may  not  avoid  participation  in  work  and  training  by  refusal  to  accept 
child  care. 

Effective  date — Immediate. 

Advisory  Committees  on  Welfare 
(Sec.  552  of  the  bill) 

Regulations  issued  by  the  Department  of  Health,  Education,  and 
Welfare  require  States  to  establish  a  welfare  advisory  committee 
for  AFDC  and  child  welfare  programs  "at  the  State  level  and  at 
local  levels  where  the  programs  are  locally  administered,"  with  the 
cost  of  the  advisory  committees  and  their  staffs  borne  by  the  States 
(with  Federal  matching)  as  part  of  the  cost  of  administering  the 
Avelfare  programs. 

The  committee  has  no  objection  to  the  establishment  of  such  advisory 
committees  where  the  State  wishes  to  do  so,  but  finds  that  there  is 
no  statutory  basis  for  requiring  their  establishment.  Accordingly,  the 
committee  bill  would  make  the  setting  up  of  welfare  advisory  com- 
mittees and  the  nature  of  such  committees  a  matter  of  State  discretion. 

Effective  date — Immediate. 

J.  USE  OF  SOCIAL  SECURITY  NUMBERS 

(Sec.  560  of  the  bill) 

The  committee  bill  requires  applicants  for  public  assistance  to  fur- 
nish their  social  security  numbers  to  State  welfare  agencies.  These 
agencies,  in  turn,  are  required  by  the  bill  to  use  recipients'  social 
security  numbers  in  tlie  administration  of  assistance  programs. 

For  example,  it  is  expected  that  States  would  use  social  security 
numbers  for  case  file  identification,  for  cross-checking  purposes,  and 
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as  an  aid  in  the  compilation  of  statistical  data.  The  committee  feels 
that  this  provision  is  a  logical  extension  of  the  use  of  social  security 
numbers  for  identification  purposes — a  procedure  already  in  wide- 
spread use  by  governmental  agencies  and  others.  In  fact,  the  committee 
understands  that  a  number  of  States  have,  on  their  own  initiative, 
undertaken  to  use  social  security  numbers  in  administering  their  wel- 
fare programs.  The  committee  believes  that  this  practice  should  be 
made  a  nationally  uniform  requirement  of  Federal  law  w^ith  a  view 
to  improving  the  administration  of  welfare  programs,  aiding  in  the 
detection  and  prevention  of  fraudulent  practices  and  facilitating  the 
collection  and  analysis  of  welfare  statistics  on  both  the  State  and 
National  levels. 
Effective  date — January  1, 1972. 

K.  TESTING  OF  ALTERNATIVES  TO  AFDC 

(Sees.  561  and  562  of  the  bill) 

Over  the  years,  the  Congress  has  enacted  a  wide  range  of  social 
welfare  programs  designed  to  assure  that  all  Americans,  including 
the  needy  and  the  unfortunate,  w  ill  have  the  opportunity  to  obtain  at 
least  the  basic  necessities  for  a  life  of  decency  and  dignity.  Some  of 
these  programs  have  proven  successful.  Too  often,  however,  such  pro- 
grams have  been  enacted  on  the  basis  of  estimates  which  later  proved 
to  be  far  too  low  with  respect  to  costs  and  far  too  high  wath  respect 
to  effectiveness. 

The  committee  feels  that,  in  the  light  of  this  sad  experience,  this 
is  not  the  time  to  adopt  a  major  new  welfare  program  which  has  the 
potential  of  costing  the  American  taxpayer  vast  sums  of  money  until 
such  a  program  and  alternative  approaches  have  been  thoroup-hly 
examined  on  an  experimental  basis.  Accordingly,  while  the  committee 
agrees  with  the  generally  accepted  sentiment  that  the  problems  of  the 
present  program  of  aid  to  families  with  dependent  children  are  reach- 
ing overwhelming  proportions,  it  cannot  agree  that  the  present  system 
is  so  bad  that  any  untested  alternative  would  be  preferable  merely  be- 
cause it  is  new  or  different.  The  committee  bill  takes  the  more  respon- 
sible approach  of  adopting  a  number  of  changes  in  the  present  welfare 
system  designed  to  correct  its  worst  and  most  obvious  defects,  while 
at  the  same  time  providing  for  the  testing  of  possible  alternatives  to 
the  present  system. 

The  committee  bill  provides  for  the  Secretary  of  Health,  Education, 
and  Welfare  to  conduct  up  to  four  tests  of  possible  alternatives  to 
the  AFDC  program.  One  or  two  of  these  tests  would  test  a  "family 
assistance"  type  proposal  for  welfare,  and  one  or  two  of  the  tests  would 
test  a  "workfare"  type  proposal.  In  addition,  the  bill  provides  for  a 
test  in  which  a  program  of  rehabilitation  of  welfare  recipients  would 
be  administered  by  vocational  rehabilitation  personnel. 

The  committee  expects  that  tliese  tests  will  provide  a  sound  basis 
for  rational  legislative  action  in  the  welfare  area. 

It  is  hoped  that  each  test  will  produce  data  from  which  there  can 
be  estimated  for  the  various  types  of  programs  the  cost,  extent  of 
participation,  and  effectiveness  in  reducing  dependency  on  Avelfare 
which  could  be  expected  if  such  programs  were  adopted  as  a  substi- 
tute for  AFDC.  These  tests  should  also  provide  valuable  administra- 
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live  experience  which  would  facilitate  the  implementation  of  any  of 
the  tested  proposals  Avhich  might  eventually  be  enacted. 

(teneral  Requikements  Applicabee  to  Tests  of  AFDC 
Alternatives 

In  drawing  u])  its  proposals  for  the  testing  of  alternatives  to  the 
present  welfare  system,  the  committee  has  profited  from  the  experi- 
ence of  the  relatively  small-scale  income  maintenance  experiment 
being  conducted  with  OEO  funds  in  the  States  of  New  Jersey  and 
Pennsylvania.  A  General  Accounting  Office  evaluation  of  that  project 
requested  by  the  committee  revealed  a  number  of  pitfalls  which  the 
committee  bill  is  designed  to  avoid.  For  example,  the  GAO  report 
found  that  an  attempt  was  made  to  draw  conclusions  from  the  New 
Jersey  experiment  before  it  had  run  long  enough  to  provide  a  reliable 
data  base  to  support  such  conclusions.  The  committee  bill  requires, 
therefore,  that  all  tests  be  conducted  for  a  minimum  of  two  years 
unless  Congress  authorized  earlier  termination.  It  is  anticipated  that 
such  authorization  w^ould  be  requested  and  granted  only  if  it  became 
obvious  that  a  test  in  progress  was  a  total  failure  and  would  yield 
no  useful  results.  Other  problems  tending  to  lessen  the  value  of  the 
OEO  experiment  were  the  limited  size  of  the  sample  population  and 
the  availability  to  those  in  the  experiment  of  alternative  benefits  under 
existing  welfare  programs.  These  difficulties  are  avoided  by  provisions 
of  the  committee  bill  which  require  that  all  eligible  families  in  the 
test  area  be  permitted  to  participate  in  it  and  that  no  families  in  that 
area  may,  during  the  period  of  the  test,  receive  aid  or  assistance  under 
AFDC. 

The  committee  feels  that  the  Department  of  Health,  Education, 
and  Welfare  should  have  considerable  flexibility  in  choosing  the  areas 
in  which  these  tests  are  to  be  conducted.  Accordingly,  the  bill  permits 
a  given  test  to  be  conducted  either  throughout  an  entire  State  or  only 
within  certain  areas  of  a  State.  The  committee  wants  to  make  clear, 
however,  its  intention  that  the  areas  which  the  Department  does  choose 
for  each  test  should  be  broadly  representative  of  the  country  as  a 
whole  so  that  the  data  from  the  tests  may  serve  as  a  reliable  basis  for 
future  Congressional  action. 

The  committee  also  desires  to  assure  that  the  tests  will  be  conducted 
in  such  a  way  that  valid  comparisons  among  the  various  alternatives 
can  be  made.  The  bill,  therefore,  requires  that  the  Department  conduct 
the  same  number  of  "workfare"  tests  as  "family  assistance"  tests — 
either  one  or  two  of  each.  In  each  pair  of  tests  (one  "workfare"  and 
one  "family  assistance")  the  beginnin^j  and  ending  dates  of  the  two 
tests  must  be  the  same,  the  number  of  participants  must  be  approxi- 
mate! v  the  same,  and  the  areas  in  which  the  two  tests  are  conducted 
must  be  comparable  as  to  population,  per  capita  income,  unemploy- 
ment level,  and  other  relevant  factors. 

The  committee  bill  also  provides  that  the  tests  are  to  be  conducted 
with  State  cooperation  and  with  State  sharing  in  the  costs  of  the  tests. 
The  State  share  of  costs,  however,  could  not  exceed  its  share  of  the 
costs  under  AFDC  (as  determined  by  its  costjs  for  the  test  area  in 
the  12  months  before  the  test  begins) . 
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To  assure  that  the  tests  are  so  designed  as  to  fulfill  their  objective 
of  providing  Congress  with  the  necessary  data  on  which  to  base  fur- 
ther Avelfare  legislation,  the  bill  requires  the  Secretary  of  Health,  Edu- 
cation, and  Welfare  to  give  a  complete  and  detailed  description  of  the 
test  plans  before  they  are  implemented  to  this  committee  and  to  the 
C'ommittee  on  Ways  and  Means  of  the  House  of  Representatives.  The 
Secretary  would  also  be  required  to  give  consideration  to  any  com- 
ments and  suggestions  of  the  committees  and  to  report  to  Congress  at 
least  annually  on  the  operations  of  the  test  programs. 

In  addition,  the  Secretary  would  be  required  in  planning  the  tests 
and  in  preparing  reports  on  the  tests  to  consult  with  the  General  Ac- 
counting Office  which  also  Avould  have  full  access  to  the  books  and 
records  concerning  the  tests  and  would  itself  annually  or  more  often 
conduct  audits  of  the  test  programs  and  make  reports  to  Congress 
concerning  them.  At  the  conclusion  of  the  tests,  complete  reports  with 
recommendations  would  be  submitted  to  Congress  by  both  the  Secre- 
tary of  Health,  Education,  and  Welfare  and  the  Comptroller  General. 

Tests  of  "Family  Assistance"  Programs 

The  committee  bill  provides  for  the  Department  of  Health,  Educa- 
tion, and  Welfare  to  conduct  one  or  two  tests  of  "family  assistance" 
programs.  Essentially,  "family  assistance"  programs  would  be  similar 
to  the  present  welfare  program  of  Aid  to  Families  with  Dependent 
Children  except  that  eligibility  would  not  be  restricted  to  families  in 
which  children  are  deprived  of  parental  support  because  of  the  death, 
incapacity,  or  absence  from  the  home  of  a  parent  or  because  of  the 
father's  unemployment.  In  addition  to  such  AFDC-type  families,  a 
"family  assistance"  program  would  also  cover  low  income  families  in 
wdiich  both  parents  are  present  and  nondisabled  and  in  which  the 
father  is  working  full  time,  but  is  not  earning  a  sufficient  amount  to 
meet  the  family's  needs  as  determined  by  an  income  standard  related 
to  family  size. 

The  "family  assistance"  tests  would  provide  money  payments  to 
families  with  incomes  below  certain  minimum  levels.  Non-disabled 
adults  (with  certain  exceptions)  could  not  refuse  to  accept  employ- 
ment or  training ;  and  placement,  employment  training,  and  supportive 
services  would  be  provided.  In  determining  eligibility  and  the  amount 
of  assistance,  a  portion  of  earnings  would  be  disregarded  in  order  to 
provide  a  monetary  incentive  for  work. 

Tests  of  "Workfare"  Programs 

The  committee  bill  provides  for  one  or  two  "Avorkfare"  tests  to  be 
conducted  at  the  same  time  as  the  "family  assistance"  tests.  A  "work- 
fare"  program,  under  the  provisions  of  the  bill,  would  in  large  part 
cover  the  same  persons  eligible  for  "family  assistance" — but  while  the 
"family  assistance"  tests  would  follow  the  traditional  welfare  ap- 
proach, this  proposal  would  stress  "workfare"  as  a  basis  of  entitle- 
ment for  those  able  to  work.  A  sharp  distinction  would  be  made  be- 
tween welfare  and  "workfare."  In  effect,  a  presumption  would 
be  made  that  certain  groups  (the  aged,  blind,  disabled,  and  families 
with  preschool  age  children  where  the  father  is  dead,  absent,  or  dis- 
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abled)  are  not  employable.  These  persons  would  be  eligible  for  cash 
welfare  payments  amountinof  to  a  o'uaranteed  minimum  income.  For 
all  other  groups,  however,  there  would  be  no  guaranteed  minimum  in- 
come but  only  a  guaranteed  work  opportunity,  with  training  and  other 
preparation  for  employment  where  necessary. 

Thus,  the  "workfare"  proposal  would  restrict  the  types  of  families 
eligible  to  receive  welfare,  and  other  families  with  incomes  below^  the 
specified  standards  would  be  expected  to  participate  in  the  "workfare'' 
program.  Participants  in  the  "workfare"  program  Avould  have  their 
wages  supplemented  if  they  are  below  the  minimum  wage.  Allowances 
would  also  be  paid  to  those  in  training.  The  policy  incorporated  in  the 
"workf are"  test  proposals  is  that  it  should  always  be  more  profitable  for 
a  mother  with  no  children  of  preschool  age  heading  a  family  to  work 
than  to  remain  at  home  and  receive  welfare  payments;  and  mothers 
who  head  families  with  children  of  preschool  age  should  be  given  a 
choice.  In  order  for  this  policy  to  be  carried  out,  large-scale  day  care 
and  job  development  programs  must  be  initiated,  and  the  "workfare" 
test  provisions  of  the  bill  provide  for  such  programs,  including  pro- 
grams of  subsidized  public  service  employment. 

One  possible  way  in  which  the  "workfare"  test  provisions  could  be 
carried  out  would  be  through  an  employment  corporation  created  to 
administer  the  proposal.  It  would  be  the  corporation's  job  to  secure 
employment  in  tlie  community  at  least  at  the  minimum  wage  for  per- 
sons registering  for  the  workfare  program.  If  jobs  could  not  be  found 
at  the  minimum  wage,  the  registrant  could  become  an  employee  of  the 
corporation,  which  would  contract  cut  for  his  services  on  a  temporary 
or  regular  basis.  If  the  corporation  charged  the  employer  less  than  the 
minimum,  wage,  the  employee  could  receive  a  wage  perhaps  half-way 
between  the  charge  to  the  employer  and  the  minimum  wage.  For  ex- 
ample, if  the  employer  paid  $1.00  per  hour,  the  Corporation  could 
pay  the  employee  $1.80  per  hour  (half  way  between  $1.00  and  $1.60). 
If  after  evaluating  an  employee's  improved  productivity  the  corpora- 
tion decided  to  charge  $1.20  per  hour  for  his  services,  the  employee 
would  receive  $1.40  per  hour.  Once  his  Avages  had  reached  the  mini- 
mum wage,  he  would  no  longer  be  an  employee  of  the  corporation. 

An  employee  of  the  corporation  mi2,ht  be  paid  $1.00  per  hour  while 
in  full-time  training,  or  if  he  is  willing  to  w^ork  but  there  is  no  job 
available. 

Whether  through  such  a  corporation  or  through  some  other  method 
of  wage  subsidization,  each  "workfare"  test  proposal  would  consist 
of  at  least  these  elements : 

— Welfare  payments  to  those  unable  to  work  (the  aged,  blind,  and 
disabled,  and  families  w^ith  preschool  age  children  where  the 
father  is  dead,  absent,  or  disabled)  ; 
— A  workfare  program  of  guaranteed  work  opportunities  for  fam- 
ilies headed  by  a  person  able  to  work ; 
— Day  care  for  children  of  low-income  working  mothers;  and 
— Other  appropriate  supportive  services. 
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Pilot  Propect  To  Test  the  Admtnisteatiox  of  Welfare 
Programs  by  Vocational  Eehabilitation  Personnel 

In  recent  vears,  analogies  have  frequently  been  drawn  between  those 
who  suffer  from  physical  disabilities  and  those  whose  lack  of  cultural 
or  educational  background  places  them  at  a  substantial  disadvantage 
in  competing  for  jobs  in  the  labor  market.  The  committee  agrees  that 
these  analogies  have  a  certain  validity  in  that  both  groups  are  in  a 
very  real  sense  handicapped. 

Further,  the  committee  is  impressed  Avith  the  extent  to  which  per- 
sonnel engaged  in  the  profession  of  fostering  vocational  rehabilitation 
have  been  able  to  motivate  the  physically  disabled  with  the  desire  to 
overcome  their  handicaps  and  have  been  able  through  such  motiva- 
tion and  through  training  to  restore  disabled  individuals  to  useful, 
productive,  and  independent  lives.  Unfortunately,  public  assistance 
and  manpower  agencies  have  often  not  had  similar  success  in  rehabil- 
itating welfare  recipients.  The  committee  is  not  sure  that  the  welfare 
group  Avill  be  as  susceptible  to  rehabilitation  techniques  as  the  less 
socially  deprived  segments  of  the  population  which  have  generally 
constituted  caseloads  of  vocational  rehabilitation  agencies.  The  com- 
mittee bill,  therefore,  authorizes  a  pilot  project  designed  to  find  out 
whether  the  methods  and  attitudes  of  those  who  have  been  successful 
in  rehabilitating  the  physically  disabled  can  be  applied  with  equal 
success  to  welfare  recipients. 

Under  the  provisions  of  the  bill,  this  project  Avould  be  run  concur- 
rently with  the  first  "family  assistance"  and  "workfare"  tests  and  in 
a  comparable  area.  AFDC  payments  would  be  suspended  in  the  area 
for  the  duration  of  the  test,  but  equivalent  benefits  would  be  provided 
to  those  who  would  otherwise  have  been  eligible  for  AFDC.  In  admin- 
istering the  project,  the  Secretary  of  Health,  Education,  and  Welfare 
is  directed  to  use  the  personnel  and  facilities  of  the  Kehabilitation  Serv- 
ices Administration.  The  objective  of  the  project  is  to  encourage  and 
assist  adult  individuals  with  a  potential  for  Avork  to  prepare  for  and 
obtain  employment.  Necessary  counseling,  rehabilitative,  and  other 
services  Avould  be  provided  together  Avith  appropriate  job  training. 

The  "workfare"  and  "family  assistance"  test  provisions  relating  to 
reports  to  Congress  and  requiring  consultation  betAveen  the  Depart- 
ment and  the  committees  and  the  Department  and  the  General  Ac- 
counting Office  are  also  applicable  to  this  pilot  project. 
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IX.  VETERANS'  PENSION  INCREASES 


(Sec.  607  of  the  bill) 
Nature  of  Pension  Benefits 

Since  our  Nation's  independence  was  declared,  some  40  million  per- 
sons have  served  in  its  Armed  Forces.  After  each  major  conflict  in 
which  the  United  States  has  been  involved,  benefits  have  been  provided 
for  veterans  of  the  conflict.  A  major  distinction  is  made  betAveen  serv- 
ice-connected henefits  for  veterans  who  are  disabled  as  a  result  of  their 
military  service  or  for  the  dependents  of  veterans  who  die  as  a  result 
of  service,  and  non-service-connected  henefits  wdiich  have  been  enacted 
not  because  of  needs  arising  directly  from  military  service,  but  on  the 
ground  that  the  Government  owes  a  special  obligation  to  those  who 
were  in  military  service  during  time  of  war  but  who  are  now  in  need. 

Pensions  are  the  major  type  of  non-service-connected  benefit.  Non- 
service-connected  pension  benefits  date  back  to  the  Kevolutionary  War, 
although  they  did  not  appear  until  1818,  35  years  after  the  Revolution 
ended.  Such  benefits  have  also  been  provided  for  veterans  of  every  one 
of  the  major  conflicts  in  which  the  United  States  has  engaged.  In  the 
19th  century,  pension  laws  were  enacted  many  years  after  the  conflict 
to  which  they  pertained.  Today,  the  same  permanent  pension  laws 
apply  to  the  veterans  of  World  War  I,  AYorld  War  II,  the  Korean 
conflict,  and  the  Vietnam  era.  Under  the  current  law,  a  veteran  may 
be  eligible  for  pension  benefits  if : 

He  served  in  the  Armed  Forces  at  least  90  days,  including  at 
least  one  day  of  service  during  wartime ; 

His  income  does  not  exceed  limits  specified  in  the  law  (currently 
$2,000  if  the  veteran  is  single,  $3,200  if  he  has  dependents)  ; 

He  is  permanently  and  totally  disabled  (for  purposes  of  the 
pension  law  all  veterans  65  or  older  are  defined  as  permanently 
and  totally  disabled) ;  and 

His  net  worth  does  not  exceed  a  limitation  determined  by  the 
Veterans'  Administration. 
Widows  and  minor  children  of  wartime  veterans  are  also  eligible  for 
pension  benefits  if  they  are  needy. 

Before  1960,  pensions  for  veterans  of  World  War  I,  World  War  II, 
and  the  Korean  Conflict  were  provided  on  the  basis  of  a  flat  amount 
(generally  $78.75  per  month)  if  the  veteran's  income  did  not  exceed 
a  specified  figure — regardless  whether  his  annual  income  was  $100  or 
$1,000,  and  whether  he  was  single  or  married.  Legislation  was  enacted 
effeotive  July  1, 1960,  taking  a  first  step  in  relating  benefits  more  closely 
to  need.  Under  the  new  law,  married  veterans  were  eligible  for  higher 
benefits  than  single  veterans,  and  veterans  with  less  income  were  eli- 
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gible  for  higher  pensions  than  veterans  with  higher  incomes.  Veterans 
receiving  benefits  under  the  "old  law"  before  1960  were  permitted  to 
continue  to  do  so  if  they  wished  to,  but  as  pension  benefits  under  the 
"new  law"  have  been  improved,  many  "old  law"  veterans  have  chosen 
to  receive  benefits  under  the  current  law. 

Characteristics  of  Pensioners 

There  are  presently  about  1.9  million  pensioners ;  five-sixths  of  them 
receive  benefits  under  the  current  law,  while  one-sixth  continue  to  re- 
ceive benefits  under  the  "old  law"  in  effect  before  1960. 

Pensioners  are  primarily  older  persons ;  7  out  of  10  veterans  receiv- 
ing pensions  served  in  World  War  I,  and  three  out  of  four  widows  re- 
ceiving pensions  were  married  to  veterans  with  World  War  I  service. 
The  period  of  service  for  pensioners  under  the  current  law  is  shown  in 
table  1  below. 

Table  1. — Pensioners  under  current  law  by  period  of  military  service 


Veterans  Widows 


World  War  I   490,  253  474,  860 

World  War  II   347,  566  217,  604 

Korean  conflict   24,  109  18,  271 

Vietnam  era   1,  320  1,  303 


Total   863,248  712,038 


A  significant  number  of  pensioners  under  the  curent  law  have  vir- 
tually no  other  source  of  income  other  than  their  pension.  The  income 
of  pensioners  (other  than  their  pensions)  is  shown  in  table  2 
following : 
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The  income  pensioners  have  in  addition  to  their  pensions  comes  from 
a  variety  of  sources,  but  three  out  of  four  pensioners  are  social  security 
beneficiaries. 

Table  3. — Veterans^  pensions  in  fiscal  year  1970 


Average  cases  Average  cost  Cost 


Pensions  (total)   2,  249,  901  $1,  007      $2,  264,  546,  000 


Veterans  (total)   1,  105,  103  1,  228       1,  357,  113,  000 


Indian  wars   2  2,  000  4,  000 

Spanish- American  War   4,  830  1,  564  7,  554,  000 

World  War  I   717,  772  1,  153  827,  316,  000 

World  War  II   356,  339  1,  358  483,  978,  000 

Korean  conflict   24,  952  1,  448  36,  143,  000 

Vietnam  era   1,  108  1,  895  2,  100,  000 

Peacetime  service   100  180  18,  000 


Survivors  (total)   1,  144,  798  793  907,  433,  000 


Indian  wars   186  828  154,  000 

Civil  War   912  1,  022  932,  000 

Spanish-American  War   43,  661  889  38,  821,  000 

World  War  I   590,  823  716  423,  188,  000 

World  War  II   448,  821  858  385,  277,  000 

Korean  conflict   57,  917  982  56,  876,  000 

Vietnam  era   2,  462  886  2,  182,  000 

Peacetime  service   16  188  3,  000 


Veterans'  Pensions  and  Social  Security 

As  mentioned  above,  under  current  law  pensions  for  veterans  are  re- 
lated to  need  as  measured  primarily  by  income.  Thus  as  social  security 
benefits  are  increased,  pension  payments  decrease.  Since  many  pension- 
ers are  also  social  security  beneficiaries,  pressure  builds  up  to  insulate 
the  pension  from  the  effect  of  the  social  security  increase. 

Several  approaches  have  been  tried  in  the  past  to  soften  the  impact 
of  social  security  increases  on  veterans'  pensions.  In  1964,  when  a  so- 
cial security  increase  was  pending  in  the  Congress,  a  veterans'  bill  was 
passed  allowing  10  percent  of  social  security  benefits  (and  other  types 
of  retirement  income)  to  be  disregarded  in  determining  the  amount  of 
the  pension  payment.  The  remedy  raised  additional  problems,  how- 
ever, for  the  10  j^ercent  disregard  created  an  inequitable  distinction 
between  those  veterans  who  have  income  subject  to  the  10-percent 
exclusion  and  those  who  do  not.  A  situation  can  arise  in  which  two 
veterans  with  identical  income  (and  thus  identical  need)  receive  dif- 
ferent pension  amounts. 

In  landmark  legislation  enacted  in  1968,  the  pension  program  was 
thoroughly  revised  and  improved.  Pension  benefits  were  much  more 
closely  related  to  need  in  order  to  end  the  previous  situation  under 
which  a  veteran  could  lose  more  in  a  pension  reduction  than  he  gained 
from  a  social  security  increase.  In  addition,  the  1968  legislation  pro- 


381 


vided  for  a  disregard  of  the  1968  social  security  increase  during  1968 
and  1969.  Unfortunately,  this  temporary  disregard  approach  also 
proved  to  have  defects. 

Under  present  law,  an  increase  in  social  security  benefits  is  not  taken 
into  account  for  pension  purposes  until  the  calendar  year  after  it  goes 
into  effect.  Thus  the  social  security  benefit  increase  which  became  ef- 
fective in  1970  will  have  no  impact  on  veterans'  pensions  until  Jan- 
uary 1971. 

If  no  legislation  is  enacted  in  1970,  the  Veterans'  Administration  es- 
timates that  about  1,230,000  pensioners — 69  percent  of  those  on  the 
rolls  under  current  law — will  face  a  pension  loss  beginning  January 
1971.  Of  course,  a  veteran  receiving  a  pension  in  1971  would  find  that 
his  total  income  will  still  be  higher  than  it  was  before  the  social  secu- 
rity benefit  increase,  since  the  pension  reduction  is  considerably  less 
than  the  social  security  increase. 

Under  the  proposed  pension  schedule  in  the  committee  bill,  only 
160,000  pensioners — 9  percent  of  those  on  the  rolls  under  current  law — 
would  face  a  pension  loss.  This  9  percent  represents  the  pensioners 
who  have  received  a  relatively  substantial  increase  in  social  security 
benefits  this  year ;  their  reduction  under  the  committee  bill  would  of 
course  be  less  than  under  present  law. 

More  than  a  million  pensioners  would  face  pension  reductions  next 
J anuary  under  present  law  but  not  under  the  committee  bill. 

Under  the  committee  bill,  the  discriminatory  exclusion  of  10  per- 
cent of  social  security  and  certain  other  types  of  income  would  be 
eliminated,  but  the  increased  pension  schedule  in  the  committee  bill 
is  so  devised  that  no  veteran  or  widow  would  receive  a  lower  benefit 
as  a  result  of  the  elimination  of  the  10  percent  exclusion.  In  fact,  al- 
most all  pensioners  would  receive  some  increase. 

Income  Limitations 

Under  present  law  pension  benefits  are  related  to  income,  but  no 
veteran  or  widow  alone  is  eligible  for  a  pension  if  his  or  her  income 
exceeds  $2,000.  The  committee  bill  would  increase  the  income  limitation 
from  $2,000  to  $2,3,00. 

The  income  limitation  for  veterans  or  widows  with  dependents 
would  be  increased  from  $3,200  to  $3,600. 

Revised  Pension  Schedules 

Pension  benefits  under  present  law  and  under  the  committee  bill 
are  shown  in  the  following  tables : 
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Table  4. — Veteran  alone 


Annual  income 

Monthly  pension 

But  equal  to 

More  than— 

or  less  than — 

Present  law 

Committee  bill 

«pouu 

tl  1  O 
«pl  lU 

$120 

4.00 

^uu 

108 
lUo 

120 

f^OO 

OUU 

1  Ofi 

117 

500 

600 

104 

114 

600 

700 

100 

110 

700 

ROO 

oUU 

106 

oUU 

QOO 
cfUU 

Q9 

102 

QOO 

1  000 
Xf  uuu 

88 

98 

1,  000 

1,  100 

84 

94 

1,  100 

1,  200 

79 

90 

1  onn 

1  ^00 
±j  ouu 

I  o 

86 

i,  OUU 

1  4-00 

1,  TtUU 

81 

1  4.00 
1,  *tuu 

1  1^00 

If  OUU 

1,  OUU 

1  fiOO 
1,  DUU 

U  1 

70 

1,  600 

1,  700 

51 

64 

1,  700 

1,  800 

45 

58 

1,800 

1,  900 

37 

52 

1,900 

2,  000 

29 

46 

2,  000 

2,  100 

38 

2,  100 

2,  200 

34 

2,  200 

2,  300 

30 
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Table  6. — Widow  alone 


Annual  income 

Monthly  pension 

But  equal  to 

More  than—                  or  less  than— 

Present  law                  Committee  bill 

  $300  $74  $80 

$300  400  73  80 


400  500  72  78 

500  600  70  76 

600  700  67  74 

700  800  64  72 

800  900  61  69 

900  1,000  58  66 

1, 000  1,  100  55  63 

1,  100  1, 200  51  60 

1, 200  1, 300  48  57 

1,300  1,400  45  54 

1,400  1,500  41  51 

1,500  1,600  37  47 

1,600  1,700  33  43 

1,700  1,800  29  39 

1,800  1,900  23  35 

1,900  2,000  17  30 

2, 000  2,  100    24 

2,  100  2, 200    21 

2,200  2,300    18 
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Table  7. — Widow  with  one  child 


Annual  income  Monthly  pension 


But  equal  to 

More  than—  or  less  than—  Present  law  Committee  bill 


$600 

$90 

$97 

$600 

700 

89 

96 

700 

800 

88 

95 

800 

900 

87 

94 

900 

1,  000 

86 

93 

1,  000 

1,  100 

85 

92 

1,  100 

1,  200 

83 

91 

1,  200 

1,  300 

81 

89 

1,  300 

1,  400 

79 

87 

1,  400 

1,  500 

77 

85 

1,  500 

1,  600 

75 

83 

1,  600 

1,  700 

73 

81 

1,  700 

1,  800 

71 

79 

1,  800 

1,  900 

69 

77 

1,  900 

2,  000 

67 

75 

2,  000 

2,  100 

65 

73 

2,  100 

2,  200 

63 

71 

2,  200 

2,  300 

61 

69 

2,  300 

2,  400 

59 

67 

2,  400 

2,  500 

57 

65 

2,  500 

2,  600 

55 

63 

z,  ouu 

OO 

fti 
ol 

2,  700 

2,  800 

51 

59 

2,  800 

2,  900 

48 

57 

2,  900 

3,  000 

45 

55 

3,  000 

3,  100 

43 

53 

3,  100 

3,  200 

41 

51 

3,  200 

3,  300 

49 

3,  300 

3,  400 

47 

3,  400 

3,  500 

45 

3,  500 

3,  600 

42 

I 
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Effect  of  Committee  Bill 

The  effect  of  the  committee  bill  is  illustrated  in  the  following 
examples. 

A  veteran  with  no  dependents  who  received  a  social  security  benefit 
of  $85.90  in  December  1969,  was  eligible  for  a  pension  of  $88,  for  a 
total  monthly  income  of  $173.90.  The  Congress  increased  his  social 
security  benefit  to  $98.80  in  1970.  Under  present  law,  his  monthly  pen- 
sion would  be  cut  $4  in  January  1971,  for  a  total  income  of  $182.80. 
Under  the  committee  bill,  not  only  would  his  pension  not  be  cut. — it 
would  actually  be  increased  $2.  Thus,  the  veteran  would  get  both  the 
full  benefit  of  his  social  security  increase  plus  an  additional  small  in- 
crease in  his  pension  for  a  total  income  of  $188.80. 

A  married  veteran  whose  social  security  benefit  in  December  1969, 
was  $112.70  was  eligible  for  a  $103  monthly  veterans'  pension,  for  a 
total  income  of  $215.70.  The  Congress  increased  his  social  security 
benefit  to  $129.60  in  1970.  Under  present  law,  his  pension  will  be  cut 
to  $101  next  January,  making  his  total  income  $230.60.  Under  the 
Committee  bill,  his  pension  will  be  increased  to  $110  instead  of  cut, 
and  he  will  have  the  full  benefit  of  the  social  security  increase  plus  a 
$7  pension  increase  for  a  total  income  of  $239.60. 

A  widow  with  one  child  whose  monthly  social  security  benefit  in 
December  1969,  was  $106  was  eligible  for  an  $83  widow's  pension  for 
a  total  income  of  $189.  The  Congress  increased  her  social  security 
benefit  to  $122  in  1970.  Under  present  law  her  pension  would  drop  to 
$79  in  January  1971,  bringing  her  total  income  to  $201.  Under  the 
committ^  bill,  her  pension  will  not  be  cut,  but  instead  will  be  raised 
to  $85,  giving  her  the  full  benefit  of  her  social  security  benefit  increase 
and  raising  her  total  income  to  $207. 

Dependency  and  Indemnity  Compensation  for  Parents 

Present  law  provides  monthly  benefits  to  the  survivors  of  veterans 
whose  death  was  related  to  their  military  service.  Benefits  to  widows 
of  these  veterans  were  most  recently  increased  in  1969. 

The  parents  of  a  serviceman  or  veteran  whose  death  was  service- 
connected  may  also  receive  dependency  and  indemnity  compensation. 
Like  pension  benefits  for  veterans  and  widows,  dependency  and  in- 
demnity compensation  payments  to  parents  are  related  to  the  income 
of  the  parents.  The  Committee  bill  would  provid'e  increases  in  the 
parents'  dependency  and  indemnity  compensation  schedules  as  shown 
in  the  tables  below : 


r 
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Table  8. — Dependency  and  indemnity  compensation  payments  to  parents  of 
deceased  veterans  or  servicemen  whose  deaths  are  service  connected 

[1  parent] 


Annual  income  Monthly  payment 


More  than— 

or  less  than— 

Present  law 

Committee  bill 

<l>o  I 

QOO 

ol 

QO 

900 

1  000 

1  o 

ou 

1    1 00 

fiQ 

Ocf 

1  900 

7fi 

1,  200 

1,  300 

54 

69 

1,  300 

1,400 

46 

62 

1,  400 

1,  500 

38 

55 

1,  500 

1,  600 

31 

48 

1,600 

1,  700 

25 

41 

1,  700 

1,  800 

18 

34 

1,  800 

1,  900 

12 

28 

1,  900 

2,  000 

10 

22 

2,  000 

2,  100 

16 

2,  100 

2,  200 

14 

2,  200 

2,  300 

12 

Table  9. — Dependency  and  indemnity  compensation  payments  to  parents  of 
deceased  veterans  or  servicemen  ivhose  deaths  are  service  connected 

[2  parents  not  living  together] 


Annual  income  other  than  DIG  Monthly  payment,  each  parent 


But  equal  to  or 

More  than— 

less  than— 

Present  law 

Committee  bill 

$800 

$58 

$63 

$800 

900 

54 

61 

900 

1,  000 

50 

58 

1,  000 

1,  100 

46 

54 

1,  100 

1,  200 

41 

51 

1,  200 

1,  300 

35 

47 

1,  300 

1,  400 

29 

42 

1,  400 

1,  500 

23 

37 

1,  500 

1,  600 

20 

32 

1,  600 

1,  700 

16 

28 

1,  700 

1,  800 

12 

24 

1,  800 

1,  900 

11 

21 

1,  900 

2,  000 

10 

18 

2,  000 

2,  100 

15 

2,  100 

2,  200 

13 

2,  200 

2,  300 

12 
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Table  10. — Dependency  and  indemnity  compensation  payments  to  parents  of 
deceased  veterans  or  servicemen  whose  deaths  are  service  connected 

[2  parents  living  together] 


Combined  annual  income  other  than  DIG  Monthly  payment,  each  parent 


But  equal  to  or 

More  than—  less  than—  Present  law  Committee  bill 


$1,  000 

$58 

$63 

$1,  000 

1,  100 

56 

62 

1,  100 

1,  200 

54 

60 

1,  200 

1,  300 

52 

58 

1,  300 

1,  400 

49 

56 

1,  400 

1,  500 

46 

54 

1,  500 

1,  600 

44 

52 

1,  600 

1,  700 

42 

50 

1,  700 

1,  800 

40 

48 

1,  800 

1,  900 

38 

46 

1,  900 

2,  000 

35 

44 

2,  000 

2,  100 

33 

42 

2,  100 

2,  200 

31 

40 

2,  200 

2,  300 

29 

38 

2,  300 

2,  400 

26 

36 

2,  400 

2,  500  - 

23 

34 

2,  500 

2,  600 

21 

32 

2,  600 

2,  700 

19 

30 

2,  700 

2,  800 

17 

28 

2,  800 

2,  900 

15 

26 

2,  900 

3,  000 

12 

24 

3,  000 

3,  100 

11 

22 

3,  100 

3,  200 

10 

20 

3,  200 

3,  300 

18 

3,  300 

3,  400 

16 

3,  400 

3,  500 

14 

3,  500 

3,  600 

12 

Cost 

The  Veterans'  Administration  estimates  that  the  committee  bill 
would  increase  pension  and  dependency  ^and  indemnity  compensation 
payments  by  $160  million  over  present  law  in  the  first  full  year  of 
effectiveness. 
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X.  MISCELLANEOUS  AMENDMENTS 


A.  TAX  AMENDMENTS 

Denial  of  Tax  Deduction  With  Respect  to  Certain  Medical 
Referral  Payments 

(Sec.  602  of  the  bill  and  sec.  162(c)  (2)  and  (3)  of  the  Code) 

Present  law. — As  a  result  of  the  Tax  Reform  Act  of  1969,  present 
law  provides  that  no  tax  deduction  is  to  be  available  for  illegal  bribes 
or  kickbacks  paid  where,  as  a  result  of  the  payments,  there  is  success- 
ful criminal  prosecution.^  If  the  bribe  or  kickback  does  not  constitute 
a  criminal  act  (presumably  even  if  there  is  a  loss  of  license) ,  or  if  the 
taxpayer  is  not  successfully  prosecuted,  a  deduction  is  available. 

In  29  States,  medical  referral  payments  are  not  illegal  and,  therefore, 
are  clearly  deductible  under  present  law.  In  the  remaining  21  States, 
medical  referral  fees  by  physicians  are  classified  as  constituting  unpro- 
fessional conduct  and  are  grounds  for  revocation  of  licenses  to  practice 
medicine. 

The  pre-1969  law  did  not  generally  state  that  bribes  and  kickbacks 
were  not  deductible.  However,  the  courts,  in  effect,  denied  deductions 
for  payments  which  were  held  to  be  contrary  to  ''public  policy."  In 
1952,  the  Internal  Revenue  Service  ruled  that  medical  referral  pay- 
ments were  generally  deductible  if  they  did  not  ''frustrate  sharply 
defined  National  or  State  policies  evidenced  by  a  governmental 
declaration  proscribing  particular  types  of  conduct."  While  what 
constituted  "public  policy"  was  by  no  means  a  settled  matter,  it  is 
likely  that  if  a  State  were  to  revoke  a  license  to  practice  medicine 
because  of  the  payment  of  a  medical  referral  fee,  the  payment  would 
have  been  held  by  the  courts  to  be  contrary  to  public  policy.  As  a 
result,  if  the  Internal  Revenue  Service  had  denied  a  deduction  for  a 
medical  referral  payment  where  a  license  was  revoked,  it  is  quite 
likely  that  the  courts  would  have  upheld  the  Service.  On  the  other 
hand,  under  pre-1969  law,  the  TAlly  case  refused  to  deny  a  deduction 
for  referral  payments  in  the  case  of  opticians  where  the  payments, 
although  questionable  ethically,  were  not  illegal  or  grounds  for  revo- 
cation of  license. 

General  reasons  for  change. — The  committee,  when  it  adopted  the 
provision  relating  primarily  to  treble  damage  payments  in  the  con- 
sideration of  the  Tax  Reform  Act  of  1969,  did  not  intend  to  relax  the 
deductibility  rules  in  the  case  of  medical  referral  payments.  Such 
payments  are  considered  to  be  unethical  by  the  American  Medical 
Association,  and  their  deduction  for  tax  purposes  is  inimical  with 
public  policy. 


>  A  separate  rule  is  provided  illegal  payments  to  Government  officials.  Illegal  payments  to  them  are  not 
deductible  whether  or  not  there  is  a  successful  prosecution.  However,  in  these  cases  the  burden  of  proof  is  on 
the  Government  to  the  same  extent  as  in  a  fraud  case. 
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The  difficulty  in  dealing  with  this  problem  lies  in  the  fact  that 
these  payments  under  pre-1969  law,  although  they  may  not  have 
been  deductible  in  21  States,  probably  were  deductible  in  the  remain- 
ing 29  States  where  the  payments  were  not  grounds  for  revocation  of 
the  license  to  practice  medicine.  Since  professional  conduct  is  a  matter 
generally  regulated  by  State  law,  it  seems  inappropriate  for  Congress 
to  make  all  medical  referral  payments  as  a  general  rule  nondeductible. 

The  Federal  Government,  however,  is  directly  involved  in  the  field 
of  medical  payments  to  the  extent  of  payments  made  under  either 
the  medicare  or  medicaid  programs.  Medical  referral  payments, 
where  the  compensation  is  provided  by  the  Federal  Government 
through  the  medicaid  or  medicare  programs,  are  made  criminal  acts 
by  section  273  of  the  bill  and,  therefore,  on  this  ground  would,  even 
under  the  1969  Act,  not  be  deductible  for  tax  purposes  if  there  were 
successful  criminal  prosecution.  However,  the  committee  believes  that 
merely  making  medical  referral  payments  illegal  under  the  medicare 
and  medicaid  programs  does  not  fully  effectuate  the  desired  policy 
in  this  area,  since  the  requirement  of  a  criminal  conviction  contained 
in  present  law  has  the  effect  of  unduly  limiting  the  number  of  deduc- 
tions for  medical  referral  payments  which  are  disallowed. 

Explanation  of  provision. — The  bill  deletes  the  requirement  in 
present  law  (sec.  162(c)(2))  which  requires  a  conviction  in  the  case  of 
bribes  and  kickbacks  before  a  deduction  for  them  is  denied.  Instead 
the  bill  provides  for  the  denial  of  a  deduction  in  the  case  of  bribes 
and  kickbacks  which  are  illegal  either  under  Federal  or  State  law  if 
these  laws  subject  the  party  involved  to  liability  for  criminal  or  civil 
penalties  (including  the  loss  of  license).  In  the  case  of  a  payment  which 
is  illegal  under  State  law,  the  deduction  will  be  denied  on  the  basis 
of  such  illegality  only  if  the  law  is  generally  enforced.  The  bill  makes 
clear  that  referral  fees  are  to  be  treated  as  bribes  or  kickbacks  for 
purposes  of  the  disallowance  provision. 

Required   Information   Relating  to  Excess  Medicare  Tax 
Payments  by  Railroad  Employees 

(Sec.  603  of  the  bill  and  sec.  6051  of  the  Code) 

Present  law. — Under  present  law  as  provided  by  the  Social  Security 
Amendments  of  1967,  a  railroad  employee  or  railroad  representative 
whose  work  is  covered  by  railroad  retirement  and  who  is  also  employed 
in  other  work  covered  by  social  securit}^  is  entitled  to  receive  a  credit 
or  refund  of  the  excess  medicare  tax  he  may  have  paid  because  of  this 
dual  employment  status.  To  inform  an  employee  of  his  compensation 
covered  by  railroad  retirement  and  the  hospital  tax  deducted  from  it, 
the  1967  Amendments  required  railroads  to  include  on  the  W-2  forms 
(which  must  be  furnished  to  employees  by  January  31  of  each  year), 
the  amount  of  wages  paid  subject  to  railroad  retirement,  the  amount  of 
railroad  retirement  tax  deducted  from  these  wages,  and  the  por- 
tion of  the  tax  attributable  to  hospital  insurance  (medicare).  With 
this  information  it  was  presumed  that  he  would  be  aware  of  his  refund 
rights  and  thereby  claim  them  as  a  credit  on  his  return. 

General  reasons  for  change. — Unfortunately,  the  present  information 
requirement  cannot  readily  be  complied  with  by  the  railroads  in  time 
to  meet  the  January  31  date.  The  railroads'  inability  to  furnish  this 
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information  by  January  31  results  from  the  fact  that  the  wage  concept 
under  railroad  retirement  is  different  from  the  wage  concept  for 
Federal  income  tax  purposes.  Adjustments  required  in  arriving  at 
railroad  retirement  compensation  (which  is  determined  on  a  monthly 
basis  for  any  year),  cannot  be  readily  made  in  the  31-day  period 
following  the  close  of  the  calendar  year.  Also,  the  railroads  cannot 
identify  the  relatively  few  employees  who  might  be  eligible  for  refunds 
and  thus  must  necessarily  supply  the  information  on  the  W-2  forms 
to  all  their  employees,  which  number  about  580,000. 

Explanation  qf  provision. — In  view  of  the  problem  described  above, 
the  committee  decided  to  delete  the  provision  of  present  law  requiring 
railroads  to  supply  separate  hospital  tax  information  on  the  W-2 
forms  for  their  employees.  This  is  accomplished  by  deleting  the 
reference  to  section  3201  in  section  6051(a)  and  by  striking  out  para- 
graphs (7)  and  (8)  in  that  subsection.  In  addition,  the  reference  to 
section  3201  is  deleted  from  section  6051(c). 

In  place  of  supplying  the  separate  hospital  tax  information  generally 
on  all  W-2  forms,  the  bill  requires  that  railroad  employers  include 
on,  or  with,  these  forms  a  notification  that  any  person  who  has  a 
second  employment,  in  addition  to  his  railroad  employment,  may  be 
eligible  for  a  credit  or  refund  of  any  excess  medicare  tax  which  he 
might  have  paid  because  of  employment  under  both  social  security 
(including  employee  and  self-employment  coverage)  and  railroad 
retirement.  This  is  provided  by  adding  a  new  subsection  (e)(1)  to 
section  6051. 

In  addition,  railroad  employers,  in  the  case  of  individuals  having 
this  dual  railroad  retirement  and  Social  Security  coverage,  are,  upon 
the  request  of  the  employee,  to  furnish  him  a  written  statement  show- 
ing the  amount  of  railroad  tax  coverage,  the  total  amount  deducted 
as  tax,  and  the  portion  of  the  total  amount  which  is  for  the  financing 
of  the  cost  of  hospitalization  insurance  under  part  A  of  title  XVIII 
of  the  Social  Security  Act. 

This  limits  to  a  relatively  small  number  the  cases  where  the  addi- 
tional information  needs  to  be  supplied. 

The  amendments  made  by  this  provision  apply  to  remuneration 
paid  after  December  31,  1969. 

Reporting  of  Medical  Payments 

(Sec.  604  of  the  bill,  sec.  6050A  of  the  Code,  and  sec.  1122  of  title  XI 
of  the  Social  Security  Act) 

Present  law. — Under  present  law^,  a  person  making  specified  kinds 
of  payments  in  the  course  of  a  trade  or  business  to  another  person, 
amounting  to  $600  or  more  in  a  calendar  year,  must  file  an  information 
return  showing  the  amounts  paid  and  the  name,  address  and  identify- 
ing number  of  the  recipient.  In  November,  1969,  the  Internal  Revenue 
Service  announced  a  ruling  applying  this  reporting  requirement  to 
payments  under  medical  insurance  plans  and  medical  assistance  pro- 
grams. Under  the  ruling,  insurance  companies  (including  those  par- 
ticipating in  medicare).  Blue  Cross-Blue  Shield  organizations.  State 
agencies  participating  in  medicaid,  and  unions  and  employers  with 
self-insured  or  self-administered  plans  must  make  information  returns 
with  respect  to  payments  to  doctors,  dentists,  and  other  providers  of 
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health  care  services.  Before  the  ruling,  payments  to  providers  of 
health  care  services  ordinarily  were  not  required  by  the  Internal  Reve- 
nue Service  to  be  reported  on  information  returns,  although  such 
reporting  was  authorized. 

General  reasons  jor  change. — The  Treasury  Department  testified 
before  the  committee  and  recommended  that  its  authority  to  require 
reporting  of  medical  payments  be  expanded.  Although  organizations 
are  required  under  the  ruling  to  report  direct  paj^ments  (often  de- 
scribed as  ^'assigned"  jDayments)  to  providers  of  health  care  services, 
there  is  no  authority  under  present  law  to  require  the  reporting  of  pay- 
ments made  to  the  patients  themselves  (''unassigned"  paj^ments),  even 
though  in  normal  circumstances  they  are  paid  over  to  providers  of 
health  care  ser^dces,  or  represent  reimbursement  of  earlier  payments 
to  providers.  The  Treasury  recommended  that  it  be  given  the  auth- 
ority^ to  require  reporting  of  unassigned  paj'ments.  In  this  connection 
it  should  be  noted  that  the  reporting  requirement  itself  can  be  ex- 
pected to  have  a  salutary  effect.  The  Treasury  testified  before  the 
committee  that  past  experience  has  demonstrated  that  information 
reporting  can  greatty  increase  the  level  of  voluntary  reporting  of  in- 
come. It  said  that  from  1960  to  1963  the  number  of  individual  income 
tax  returns  reporting  interest  income  increased  more  than  100  percent, 
and  reported  interest  increased  from  $5.1  to  $9.2  billion,  largely  as  a 
result  of  the  reduction  of  the  level  of  information  reporting  on  interest 
from  $600  to  $10  per  year.  On  the  other  hand,  representatives  of  the 
insurance  industry'  testified  that  reporting  of  unassigned  payments 
would  be  very  costly  in  relationship  to  the  benefits  expected  to  be 
derived. 

In  view  of  the  above  considerations,  the  committee  decided  to 
provide  specifically  for  the  payments  made  to  providers  of  health  care 
services  in  the  case  of  ''assigned"  (direct)  payments.  In  the  case  of 
''unassigned"  (indirect)  payments,  it  decided  that  it  was  appropriate 
to  require  reporting  in  those  cases  where  the  Federal  Government 
administers  the  program  or  funds  it  to  a  substantial  extent. 

The  Treasury  Department  also  recommended  in  its  testimony  that 
it  be  given  specific  authority  to  require  reporting  of  payments  to 
professional  service  corporations,  proprietory  hospitals  and  other 
providers  of  health  care  services  and  to  impose  a  requirement  on  these 
organizations  to  report  subsequent  payments  by  them  to  other  pro- 
viders of  health  care  services.  The  Treasury  also  asked  for  specific 
authority  to  require  that  payers  furnish  to  providers  the  information 
reported  to  the  Internal  Revenue  Service.  The  committee  concurred 
in  these  recommendations. 

Explanation  of  provisions. — With  respect  to  assigned  (direct)  pay- 
ments, the  bill  would  specifically  require  the  reporting  of  payments 
made  to  providers  of  health  care  services,  beginning  with  the  calendar 
year  1971.  This  provision  codifies  the  existing  ruling. 

With  respect  to  unassigned  (indirect)  payments,  reporting  is 
limited  to  payments  under  Government  health  care  programs,  such 
as  medicare,  medicaid,  and  the  Federal  employees  health  benefits 
program.  In  the  case  of  unassigned  payments,  the  paying  organization 
would  be  required  to  report  not  the  amount  actually  paid  to  the 
insured,  but  the  amount  shown  on  the  bills  submitted  by  the  insured 
in  support  of  his  claim.  Reporting  with  respect  to  unassigned  payments 
is  to  begin  with  calendar  year  1972. 
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The  committee  was  concerned  that  limiting  the  reporting  of  un- 
assigned  payments  to  payments  under  Government  programs  might 
lead  to  widespread  shifts  from  assigned  to  unassigned  payments,  to 
the  detriment  of  the  patient,  where  a  Government  program  is  not 
involved.  The  committee  resolved  its  concern  by  adding  a  provision 
to  the  bill  directing  the  Secretary  of  the  Treasury  and  the  Secretary 
of  Health,  Education,  and  Welfare  to  study  the  pattern  of  billings  to 
determine  the  extent  to  which  there  is  a  shift  from  assigned  to  un- 
assigned payments  and  to  report  their  findings  each  year  to  the 
committee  and  to  the  House  Committee  on  Ways  and  Means.  Should 
a  significant  shift  occur,  the  question  whether  reporting  should 
be  required  with  respect  to  all  unassigned  payments  will  be  recon- 
sidered. 

As  under  present  law,  the  reporting  requirement  is  to  apply  only 
if  the  aggregate  payments  to  a  provider  during  the  calendar  year 
exceed  $600.  However,  assigned  and  unassigned  payments  are  to  be 
aggregated  separately,  and  a  separate  $600  minimum  is  to  apply  to 
each  category.  It  is  anticipated  that  the  Treasury  Department  will 
provide  by  regulation  that  payers  may  report  all  amounts,  if  they 
wish  to  do  so,  without  regard  to  the  $600  limitation. 

The  reporting  requirements  are  not  to  apply  to  payments  to  tax- 
exempt  hospitals  or  other  organizations  described  in  section  501(c)(3) 
and  exempt  from  taxation  under  section  501(a),  or  to  agencies  or 
instrumentalities  of  the  United  States  or  of  any  State  or  political 
subdivision. 

The  reporting  requirements  are  not  to  apply  to  a  payment  made  by 
an  individual  for  health  care  services  furnished  to  himself  or  any 
other  individual,  unless  the  payment  is  made  in  the  course  of  a  trade 
or  business.  Thus,  although  the  requirement  applies  to  an  insurance 
company  that  pays  an  insured  patient's  doctor  bill,  it  does  not  apply 
to  the  patient  himself  when  he  pays  a  doctor  bill,  because  he  is  not 
making  the  payment  in  the  course  of  a  trade  or  business. 

The  reporting  requirements  also  are  not  to  apply  to  the  payment  of 
wages  subject  to  withholding  by  an  employer,  if  they  are  reported  on  a 
Form  W-2  or  other  statement  under  section  6051. 

The  bill  authorizes  the  Secretary  of  the  Treasury  or  his  delegate  to 
establish  other  exceptions  by  regulation. 

For  purposes  of  the  reporting  requirements,  ''health  care  services" 
are  defined  by  reference  to  the  services  to  which  the  medicare  and 
medicaid  provisions  apply,  and  include  such  other  similar  or  related 
services  as  the  Secretary  or  his  delegate  may  prescribe  by  regulations. 
The  definition  includes  medical  and  dental  services,  and  various 
related  items  of  personal  property,  including  drugs  and  biologicals. 

A  "provider  of  health  care  services"  is  defined  as  a  person  who 
furnishes  health  care  services,  unless  his  services  are  principally  the 
selling  or  leasing  of  personal  property  (such  as  drugs  and  biologicals). 
For  example,  doctors,  dentists,  nurses,  medical  technicians,  hospitals, 
and  clinics  are  providers  of  services,  but  proprietory  pharmacies  and 
organizations  renting  health  care  equipment  usually  are  not. 

The  bill  also  provides  a  definition  of  Government  health  care  pro- 
grams, since  reporting  with  respect  to  unassigned  payments  is  required 
only  with  respect  to  payments  under  Government  programs.  ''Gov- 
ernment health  care  program"  means  any  program  for  providing 
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health  care  services  which  is  administered  by  any  Department, 
agency  or  instrumentality  of  the  Government  of  the  United  States 
or  is  funded  to  a  substantial  extent  by  the  United  States.  The  term 
includes  the  medicare  and  medicaid  programs  and  programs  for 
maternal,  child  health,  and  crippled  children  services  (under  titles  V, 
XVIII,  and  XIX  of  the  Social  Security  Act),  the  Federal  Employees 
Health  Benefits  Program  (under  chapter  89  of  title  5,  United  States 
Code),  militar}'  health  benefits  (under  chapter  55  of  title  10,  United 
States  Code),  and  veterans  benefits  (under  chapter  17  of  title  38, 
United  States  Code). 

The  reporting  requirements  apply  to  paj'ments  made  by  the  United 
States,  any  State  or  political  subdivision,  or  any  of  their  agencies 
or  instrumentalities.  The  returns  required  of  these  governmental  units 
are  to  be  made  by  the  officers  or  employees  having  information  as  to 
the  payments. 

The  bill  requires  every  person  who  makes  a  return  to  fimiish  each 
person  whose  name  is  set  forth  in  the  return  a  ^\Titten  statement 
showing  the  name  and  address  of  the  person  making  the  return  and  the 
total  amounts  reported  with  respect  to  assigned  and  unasssigned 
payments.  The  statement  is  to  be  furnished  on  or  before  January  31 
of  the  year  following  the  calendar  year  for  which  the  information  return 
was  made. 

The  bill  also  requires  a  provider  of  health  care  ser\4ces  to  furnish, 
upon  request  of  the  payer,  his  address  (and,  if  different,  the  address 
used  for  purposes  of  filing  his  income  tax  return)  and  his  identif3dng 
number.  This  information  must  be  furnished  whether  or  not  assigned 
payments,  or  amounts  paid  or  payable  with  respect  to  unassigned 
payments,  total  $600  or  more  at  the  time  the  request  is  made. 

The  payer  is  required  to  retain  records  with  respect  to  the  informa- 
tion shown  on  the  return,  and  to  make  the  records  available  to  the 
Secretary  or  his  delegate. 

The  committee  also  agreed  that  it  was  appropriate  for  the  Internal 
Revenue  Service  to  supply  insurance  companies  making  assigned  or 
unassigned  payments  the  names,  addresses,  and  identifying  numbers 
of  doctors  and  others  covered  by  this  provision.  The  names,  addresses, 
and  identifying  numbers  provided  the  insurers  for  this  purpose, 
however,  are  not  to  be  used  by  them  for  any  other  purpose. 

The  bill  also  amends  title  XI  of  the  Social  Security  Act  to  require 
the  Secretary  of  Health,  Education,  and  Welfare  to  provide  for  similar 
reporting  with  respect  to  medicare  and  medicaid  payments.  Beginning 
with  calendar  year  1970,  the  Secretary  is  required  to  keep  records 
show^ing  the  identity  of  each  provider  of  medical  or  health  care  items 
or  services  who  receives  payments  under  medicare  and  medicaid 
programs,  and  under  programs  for  maternal,  child  health,  and  crippled 
children  services  (under  title  V  of  the  Social  Security  Act) ,  the  tj'pes 
of  items  or  services  rendered,  and  the  aggregate  amounts  paid  to  the 
providers  under  each  program.  In  order  to  carr}'  out  this  requirement, 
the  Secretary  is  given  the  authorit}'  to  require  information  from  all 
persons,  agencies,  or  agents  administering  or  assisting  in  the  adminis- 
tration of  these  programs.  The  providers  are  required  to  be  identified 
b}'  their  identifjing  numbers. 

The  bill  requires  the  Secretary  of  Health,  Education,  and  Welfare 
to  submit  to  the  Senate  Committee  on  Finance  and  the  House  Com- 
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mittee  on  Ways  and  Means  an  annual  report  identifying  each  person 
paid  a  total  of  $25,000  or  more  during  the  preceding  year  under 
medicare,  medicaid,  and  title  V  programs.  Reports  must  be  submitted 
for  the  calendar  year,  beginning  with  1970,  not  later  than  June  30  of 
the  following  calendar  year.  These  reports  will  facilitate  the  com- 
mittees' exercise  of  their  legislative  responsibilities  with  respe  t  to 
these  programs. 

Retirement  Income  Credit 
(Sec.  611  of  the  bill  and  sec.  37  of  the  Code) 

Present  law. — Present  law  provides  a  retirement  income  credit  to 
taxpaj^ers  age  65  or  older  or  who  retired  under  a  public  retirement 
system.  The  credit  is  15  percent  of  eligible  retirement  income  up  to 
$1,524  for  single  persons  and  up  to  $2,286  for  married  taxpayers,  both 
of  whom  are  age  65  or  over  for  a  maximum  credit  of  $228.60  and 
$342.90,  respectively.  The  maximum  base  for  the  credit  is  reduced  by 
the  amount  of  social  security,  railroad  retirement,  and  other  tax 
exempt  benefits.  Because  social  security  and  railroad  retirement 
benefits  are  tax-exempt,  the  retirement  income  credit  was  designed  to 
provide  approximately  equal  tax  treatment  for  taxpayers  that  receive 
retirement  income  in  a  form  other  than  social  security  and  railroad 
retirement.  In  addition,  the  maximum  base  of  the  credit  for  persons 
between  age  62  and  72  is  reduced  by  earned  income  in  excess  of 
$1,200 — a  reduction  of  50  cents  for  each  dollar  of  earnings  between 
$1,200  and  $1,700,  and  on  the  basis  of  a  dollar  for  each  dollar  of 
earnings  above  $1,700.^ 

General  i^easons  for  change. — -When  the  retirement  income  credit 
was  enacted  into  law  in  1954,  the  maximum  amount  of  retirement 
income  which  could  then  qualify  for  the  credit  ($1,200)  was  equal  to 
the  annual  maximum  amount  which  could  be  received  in  social  secur- 
ity benefits.  (Similarly,  the  amount  of  nonret'irement  income  which 
could  be  received  without  reduction  of  the  tax  credit  was  approxi- 
mately equal  to  the  amount  of  non-retirement  income  which  could 
be  received  by  recipients  of  social  security  without  a  reduction 
in  social  security  benefits).  Although  social  security  benefits  were 
subsequently  increased,  the  maximum  amount  of  retirement  income 
available  for  the  credit  was  not  changed  until  1962.  In  1962,  the  max- 
imum limit  of  the  credit  for  an  individual  was  increased  to  $1,524 
to  correspond  with  the  maximum  social  security  benefits  enacted  in 
1958.  In  1964,  a  corresponding  increase  in  the  maximum  limit  of  the 
credit  to  $2,286  was  provided  for  married  couples.  Since  then  the 
maximum  and  average  social  security  benefits  have  been  raised  sub- 
stantially, increasing  the  difference  between  social  security  benefits 
and  the  maximum  base  for  the  retirement  income  credit. 

The  committee  concluded  that  the  gap  between  the  level  of  social 
security  benefits  and  the  base  for  the  retirement  income  credit  has 
become  excessive.  As  a  result,  it  concluded  that  the  maximum  base  for 
the  credit  should  be  brought  more  nearly  in  line  with  current  levels 
of  social  security  benefits.  The  new  base  provided  for  the  retirement 


^For  taxpayers  under  age  62  (who  have  retired  under  a  public  retirement  system), 
the  base  for  the  credit  is  reduced  dollar  for  dollar  by  earnings  in  excess  of  $900.  For 
taxpayers  age  72  or  over,  the  base  is  not  reduced  by  earnings. 
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credit  is  not  as  high  as  the  maximiun  social  security  benefits  provided 
by  the  bill,  however,  in  recognition  of  the  fact  that  most  social  security 
beneficiaries — Avith  whom  the  analogy  is  usually  made — also  do  not 
receive  maximum  benefits.  The  new  base  for  the  retirement  credit,  how- 
ever, is  well  above  the  average  social  security  benefits  provided  by  the 

In  addition,  the  committee  concluded  that  it  would  be  appropriate 
also  to  increase  the  earnings  levels  above  which  the  base  for  the  credit 
is  reduced.  Here,  too,  the  bill  aligns  these  levels  more  closely  with  the 
current  amounts  social  security  recipients  may  earn  without  a  reduc- 
tion (or  with  a  50-percent  reduction)  in  benefits. 

Explanation  of  provisimi. — The  bill  increases  the  maximum  base 
for  the  retirement  income  credit  from  $1,524  to  $1,872  for  a  single 
individual  (sec.  37(d)  of  the  Code),  and  from  $2,286  to  $2,808  for 
qualifying  married  couples  (sec.  37 (i)  of  the  Code).  This  increases 
the  maximum  credit  from  $228.60  to  $280.80  for  a  single  person  and 
from  $342.90  to  $421.20  for  qualifying  married  couples.  The  amount 
that  can  be  earned  without  reduction  in  the  base  for  the  credit  (sec. 
37(d)  (2)  (B)  of  the  Code)  is  raised  from  $1,200  to  $1,680.  Similarly, 
the  earnings  which  may  be  received  in  the  range  where  the  credit  base 
is  reduced  50  cents  for  each  dollar  of  earnings  is  increased  from  the 
previous  $1,200  to  $1,700  range  to  a  ran^e  of  $1,680  to  $2,880.  This  also 
means  that  the  level  of  earnings  which  reduce  the  credit  base  dollar 
for  dollar  is  raised  from  $1,700  to  $2,880. 

The  effective  date  of  this  provision  is  taxable  years  beginning  after 
December  31, 1970. 

This  provision  is  estimated  to  provide  tax  reduction  of  $85  million 
annually. 

Tax  Credit  for  Portion  or  Salary  Paid  Participants  in  Work 

Incentive  Program 

(Sec.  612  of  the  bill  and  sees.  40,  50,  and  50A  of  the  Code) 

Wlien  the  Work  Incentive  (WIN)  Program  was  enacted  in  1967, 
Congress  and  the  Labor  Department  were  optimistic  that  it  would  help 
relieve  the  incidence  of  dependence  on  welfare  by  training  welfare 
recipients  to  qualify  for  gainful  employment.  It  was  an  effort  to  aid 
recipients  in  getting  off  the  welfare  rolls  and  onto  payrolls. 

For  many  reasons,  however,  WIN  has  not  been  as  successful  as  was 
originally  envisioned.  Other  amendments  in  the  bill,  described  in 
part  VIII  of  this  report,  seek  to  modify  the  WIN  program  to  make 
it  a  more  effective  tool  in  leading  welfare  recipients  to  economic 
independence. 

It  is  clear  that  improvements  in  the  operation  of  the  Work  Incentive 
Program  will  be  insufficient  by  thiemselves  if  jobs  in  the  private  sector 
are  not  available  for  WIN  participants.  Therefore,  the  committee  bill 
would  add  a  special  tax  credit  provision  to  encourage  employers  in 
the  private  sector  to  set  up  on-the-job  trainins^  programs  for  and  hire 
welfare  recipients  participatino-  in  the  Work  Incentive  Program. 

The  committee  believes  that  the  dual  approach  of  improving  the 
WIN  program  on  the  one  hand  and  seeking  greater  employer  partici- 
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pation  in  the  program  on  the  other — the  latter  by  allowing  this  tax 
credit — will  be  of  great  benefit  in  matching  up  jobs  and  welfare 
recipients.  It  is  convinced  that  whatever  revenue  loss  is  occasioned  by 
enactment  of  the  tax  credit  will  be  more  than  offset  by  reductions  in 
welfare  appropriations  as  recipients  move  from  welfare  to  workfare. 

The  amount  of  the  credit  which  would  be  allowed  against  an  em- 
ployer's income  tax  liability  would  be  equal  to  20  percent  of  the  wage 
or  salary  of  an  individual  in  on-the-job  training  or  placed  through 
the  "WIN  program  during  the  first  12  months  of  his  employment.  As  a 
further  incentive  to  hire  individuals  covered  by  the  work  incentive 
program,  the  tax  credit  would  be  in  addition  to  the  present  deduction 
for  business  expenses  (which  includes  employee  training  costs). 

Explanation  of  Provision. — ^Under  this  provision,  a  taxpayer  is  to 
be  allowed  as  a  credit  against  his  income  tax  liability  for  the  taxable 
year  an  amount  equal  to  20  percent  of  "work  incentive  program  ex- 
penses" which  he  has  paid  or  incurred  during  the  year.  However,  the 
credit  for  a  taxable  year  may  not  exceed  $25,000  plus  50  percent  of 
the  taxpayer's  income  tax  liability  in  excess  of  $25,000.  "Work  incen- 
tive program  expenses"  are  defined  as  the  wages  and  salaries  attrib- 
utable to  the  first  12  months  of  employment  of  employees  who  are 
placed  in  on-the-job  training  or  employment  under  a  work  incentive 
program  established  under  section  432(b)  (1)  of  the  Social  Security 
Act.  The  amendment  makes  clear  that  the  credit  is  not  to  be  available 
with  respect  to  wages  or  salaries  paid  to  domestic  employees.  On  the 
contrary,  it  is  provided  that  only  wages  and  salaries  paid  in  the  course 
of  a  trade  or  business  are  to  qualify. 

If  the  taxpayer  terminates  the  employment  of  an  employee  placed 
under  the  work  incentive  program  at  any  time  during  the  first  12 
months  of  employment  or  at  any  time  during  the  next  12  months  after 
the  first  12  months  of  employment  have  been  completed,  then  any  tax 
credit  allowed  under  this  provision  for  the  employee  is  to  be  recap- 
tured. The  tax  liability  of  the  taxpayer,  for  the  year  of  termination, 
is  increased  by  an  amount  equal  to  previous  tax  credits  allowed  for 
work  incentive  program  expenses  incurred  with  respect  to  the  em- 
ployee. The  recapture  provision  is  not  to  apply  if  the  employee  vol- 
untarily leaves  the  employment  of  the  taxpayer  or  if  the  employee 
becomes  disabled. 

This  provision  also  permits  any  unused  tax  credits  under  this  sec- 
tion to  be  carried  back  three  taxable  years  and  then  to  be  carried 
forward  seven  taxable  years.  The  unused  credit  carryback  m?iy  be 
used  to  reduce  any  income  tax  liability  for  the  years  to  which  it  is 
carried.  However,  any  unused  credit  for  a  year  may  only  be  carried 
back  to  a  taxable  year  beginning  after  December  31,  1968. 

The  provision  contains  several  limitations.  A  credit  may  not  be  taken 
for  work  incentive  program  expenses  which  do  not  qualify  as  deduct- 
ible trade  or  business  expenses,  or  if  the  expenses  have  been  reimbursed 
to  the  taxpayer.  Further,  the  credit  would  not  be  allowed  for  any 
expenses  of  training  conducted  outside  the  United  States.  Also,  no 
work  incentive  program  expenses  on  behalf  of  an  employee  may  be 
used  in  computing  the  credit  if  the  expenses  are  incurred  after  the  end 
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of  the  24-month  period  beginning  with  the  date  of  initial  employment 
by  the  taxpayer.  In  addition,  no  work  incentive  program  expenses  may 
be  taken  into  account  with  respect  to  an  employee  who  is  closely  related 
to  the  taxpayer.  If  the  taxpayer  is  a  corporation,  estate  or  trust,  special 
rules  are  provided  to  achieve  a  similar  result. 

The  provision  is  to  be  effective  for  taxable  years  beginning  after 
December  31, 1970. 

Refund  of  Social  Security  Tax  to  Members  or  Certain  Religious 
Faiths  Opposed  to  Insurance 

( Sec.  128  of  the  bill  and  sec.  6413  of  the  Code) 

The  committee  bill  extends  an  exemption  (by  a  refimd  or  credit 
against  income  taxes  at  yearend)  from  the  employee  portion  of  social 
security  taxes  to  members  of  certain  religious  sects  who  have  con- 
scientious objections  to  social  security  by  reason  of  their  adherence  to 
the  established  teachings  of  the  sect.  The  employee  is  required  to  file 
an  application  for  exemption  from  the  tax  and  would  have  to  waive 
his  eligibility  for  social  security  and  medicare  benefits.  The  provision 
specifically  states  that  there  would  be  no  forgiveness  of  the  employer 
portion  of  the  social  security  tax  as  the  committee  believes  that  this 
would  create  an  undesirable  preference  in  the  statute. 

This  exemption  (refund)  is  more  fully  described  in  part  III  of 
this  report. 

B.  OTHER  AMENDMENTS 

Appointment  and  Confirmation  of  Administrator  of  Social  and 
Rehabilitation  Service 

(Sec.  605  of  the  bill) 

The  Social  and  Rehabilitation  Service  was  established  in  1967  by  a 
reorganization  within  the  Department  of  Health,  Education,  and  Wel- 
fare. Its  responsibilities  are  broad,  encompassing  the  Federal  welfare 
programs,  medicaid,  and  programs  in  the  areas  of  vocational  rehabili- 
tation, aging,  and  juvenile  delinquency.  The  sums  involved  are  huge; 
these  programs  accounted  for  expenditures  totaling  $9  billion  in  fiscal 
year  1970.  The  bulk  of  the  funds  are  spent  on  the  public  assistance  and 
medicaid  programs. 

The  size  of  the  budget  is  not  the  only  indication  of  the  responsibili- 
ties of  the  Administrator  of  the  Social  and  Rehabilitation  Service  and 
the  commissioners  of  the  bureaus  under  him.  For  the  Administrator 
is  the  agency's  top  official  in  formulating  policy  for  such  important 
programs  as  medicaid  and  the  work  incentive  program  aimed  at  help- 
ing assistance  recipients  to  become  economically  independent. 

At  present,  three  agency  heads  in  the  Department  of  Health,  Educa- 
tion, and  Welfare  with  stature  equivalent  to  that  of  the  Administrator 
of  the  Social  and  Rehabilitation  Service — the  Commissioner  of  Social 
Security,  the  Commissioner  of  Education,  and  the  Surgeon  General  of 
the  Public  Health  Service — all  are  nominated  by  the  President  with 
the  Senate's  advice  and  consent.  In  fiscal  year  1970,  the  expenditures 
of  the  Social  and  Rehabilitation  Service  exceeded  those  of  the  Office 


403 


of  Education  and  Public  Health  Service  combined.  The  committee 
bill  would  end  the  present  anomaly  by  treating  all  four  agency  heads 
equally.  The  bill  would  upgrade  the  stature  of  the  Administrator  of  the 
Social  and  Rehabilitation  Service  by  having  the  President  select  him 
and  by  giving  him  the  support  of  the  Senate  that  his  colleagues  now 
enjoy. 

Advisory  Council  Reporting  Date 
(Sec.  606  of  the  bill) 

In  order  to  provide  the  current  Advisory  Council  on  social  security 
With  an  opportunity  to  modify  its  report  so  as  to  take  into  account 
social  security  legislation  enacted  toward  the  end  of  this  year,  the 
committee  bill  would  extend  the  life  of  the  Council  for  2  months  by 
requiring  that  its  report  be  submitted  not  later  than  March  1,  1971, 
rather  than  by  January  1, 1971. 

The  current  members  of  the  Council  and  its  Chairman  are  expected 
to  continue  to  serve  on  the  Council  until  the  Council  concludes  its 
deliberations  and  its  reports  are  transmitted  to  the  Congress.  It  is 
assumed  that  a  change,  occurring  in  the  last  weeks  or  months  of  the 
Council's  deliberations,  in  the  status  which  was  the  basis  or  a  basis  for 
a  member's  appointment  to  the  Council  will  not  preclude  such  member 
from  continuing  to  serve  until  the  Council  submits  its  report. 

Pass- Along  to  Welfare  Recipients  of  Increases  Under  1969 
Social  Security  Amendments 

(Sec.  608  of  the  bill) 

The  Social  Security  Amendments  of  1969  included  a  provision  to 
assure  that  recipients  of  aid  to  the  aged,  blind,  and  disabled  would 
be  allowed  to  keep  at  least  a  portion  of  the  social  security  benefit  in- 
creases which  that  act  provided  effective  in  1970.  This  provision 
prohibited  Statues  from  offsetting  the  full  amount  of  those  increases 
with  corresponding  reductions  in  welfare  grants.  Instead,  the  act 
required  that  each  recipient  be  assured  that  his  total  monthly  'income 
would  be  raised  by  at  least  $4  or  (if  less)  by  the  amount  of  his  social 
security  benefit  increase.  Originallv,  this  pass-along  provision  was  to 
have  expired  at  the  end  of  June  1970.  Subsequent  legislation  extended 
the  provision  through  October  1970  and  also  made  it  applicable  to  wel- 
fare recipients  who  received  an  increase  this  year  in  railroad  retire- 
ment benefits.  The  committee  bill  provides  a  further  extension  of  the 
provision  through  the  end  of  1971. 

Though  the  social  security  benefit  increase  in  this  bill  is  effective 
as  of  January  1, 1971,  it  is  expected  that  due  to  processing  time,  checks 
reflecting  the  increase  will  not  be  issued  until  April  1971.  During  that 
month,  a  second  check  will  be  mailed  out  containing:  the  increases  not 
included  in  the  checks  for  the  first  months  of  1971.  The  committee  bill 
also  requires  States  to  disregard,  for  public  assistance  purposes,  the 
retroactive  benefit  increase  check  mailed  out  in  April. 
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Grade  Level  for  Commissioner  of  Social  Security 
(Sec.  613  of  the  bill) 

At  the  present  time  the  Commissioner  of  Social  Security  is  at  level 
y  of  the  Executive  Schedule  (salary  $36,000  per  year),  as  is  his  dep- 
uty. In  contrast,  other  similar  positions  in  the  Department  of  Health, 
Education,  and  Welfare  are  at  level  IV  of  the  Executive  Schedule 
(salary  $38,000  per  year)  while  their  deputies  are  at  level  V,  one 
grade  lower.  The  duties  of  the  Commissioner  of  Social  Security — 
both  in  terms  of  the  number  of  employees  and  responsibilities  for 
supervising  expenditures  of  public  funds — is  much  greater  than  any 
comparable  position  in  the  Department  of  Health,  Education,  and 
Welfare.  For  example,  the  Commissioner  of  Social  Security  is  respon- 
sible for  expenditures  of  about  $45.7  billion  a  year — about  70  percent 
of  the  expenditures  in  the  entire  Department — 53,000  employees — 
about  one-half  of  all  the  employees  in  the  Department.  In  contrast, 
the  higher  graded  Administrator  of  the  Health  Services  and  Mental 
Health  Administration  is  responsible  for  expenditures  of  about  $1.5 
billion  and  25,400  employees ;  the  Director  of  the  National  Institutes  of 
Health  is  responsible  for  expenditures  of  about  $1.5  billion  and  for 
11,400  employees;  the  Administrator  of  the  Social  and  Kehabilitation 
Services  is  responsible  for  expenditures  of  about  $9.2  billion  and  for 
1,900  employees. 

In  recognition  of  the  high-level  responsibilities  of  the  Commissioner 
of  Social  Security  and  to  preserve  a  grade-level  separation  between 
him  and  his  deputy,  the  committee  bill  contains  a  provision  which 
would  place  the  position  of  Commissioner  of  Social  Security  at  level 
IV  of  the  Executive  Schedule  which  is  one  grade  higher  than  the  grade 
level  of  his  deputy. 

Authorization  for  the  Managing  Trustee  of  the  Security  Trust 
Funds  To  Accept  Money  Gifts  Made  Unconditionally  to  the 
Social  Security  Administration 

(Sec.  609  of  the  bill) 

There  is  no  authorization  in  the  law  for  the  managing  trustee  of 
'.the  social  security  trust  funds  (by  law,  the  Secretary  of  the  Treasury) 
to  accept  gifts  and  bequests  made  to  any  of  the  social  security  trust 
funds.  While  unrestricted  bequests  can  be  deposited  in  the  general 
funds  of  the  Federal  Government,  bequests  restricted  to  any  of  the 
social  security  trust  funds  cannot  be  accepted  without  enactment  of 
special  legislation. 

There  is  precedent  in  the  law  for  the  Government  to  accept  gifts  for 
special  purposes.  The  Secretary  of  Health,  Education,  and  Welfare 
can  accept  ^ifts  for  certain  divisions  of  the  public  health  service, 
such  as  the  National  Library  of  Medicine,  the  National  Cancer  Insti- 
tute, or  the  National  Heart  Institute,  St.  Elizabeths  Hospital,  and  the 
Cuban  refugee  program. 

There  have  been  some  cases  where  money  has  been  bequeathed  to 
the  social  security  trust  funds.  Because  such  a  bequest  cannot  be 
accepted,  confusion  and  delay  in  settling  the  estate  may  result.  The 
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Department  points  out  that  while  the  amount  of  money  lost  to  the 
trust  funds  is  insignificant,  it  seems  unjustifiable  that  an  act  pre- 
sumably motivated  by  appreciation  for,  and  confidence  in,  a  Govern- 
ment program  should  cause  complicated  and  perhaps  interminable 
legal  problems  for  the  survivors. 

The  committee  bill,  therefore,  adds  a  new  provision  to  the  House- 
passed  bill  to  authorize  the  managing  trustee  of  the  social  security 
trust  funds  to  accept  money  gifts  made  unconditionally  and  to  deposit 
them  in  the  social  security  trust  funds. 

Under  this  amendment,  gifts  would  be  credited  to  the  particular 
trust  fund  designated  by  the  donor  (the  old-age  and  survivors  in- 
surance trust  fund,  the  disability  insurance  trust  fund,  the  hospital 
insurance  trust  fund,  or  the  supplementary  medical  insurance  trust 
fund).  If  no  fund  is  designated,  the  gift  would  be  credited  to  the 
old-age  and  survivors  insurance  trust  fund. 

Loans  to  Supply  Funds  to  Assist  Hospitals  and  Extended  Care 
Facilities  to  Meet  Requirements  or  Life  Safety  Code 

(Sec.  610  of  the  bill) 

A  relatively  small  number  of  hospitals  and  extended  care  facilities, 
constructed  of  combustible  materials,  are  required  to  be  equipped  with 
automatic  sprinklering  systems  in  order  to  participate  in  Medicare  and 
Medicaid.  Some  of  these  institutions  do  not  presently  have  such 
systems  and  have  been  permitted  to  participate  in  medicare  with  the 
understanding  that  they  would  install  them  as  soon  as  possible.  Some 
have  been  unable  to  do  so  because  of  the  lack  of  funds,  as  well  as  the 
unavailability  of  sources  to  which  they  might  look  for  loans  on  rea- 
sonable terms. 

In  order  to  help  those  institutions  presently  providing  necessary 
care  to  a  substantial  proportion  of  beneficiaries  in  the  area  who  need 
such  care,  and  continue  to  meet  the  needs  of  beneficiaries  who  would 
not  otherwise  have  access  to  needed  care  without  these  institutions,  the 
committee  bill  would  authorize  the  Secretary  of  Health,  Education, 
and  Welfare  to  approve  loans  for  the  purpose  of  installing  sprinkler- 
ing systems  which  meet  the  requirements  of  the  Life  Safety  Code  of  the 
National  Fire  Protection  Association.  Loans  would  be  authorized 
during  the  period  ending  December  31,  1975,  but  only  where  the  ap- 
propriate State  planning  agency  finds  that  the  proposed  loan  should 
be  made  to  permit  the  continued  participation  in  Medicare  of  an  in- 
stitution that  was  participating  in  the  program  on  January  1,  1971 
and  that  the  proposed  investment  would  not  be  inconsistent  or  inap- 
propriate in  terms  of  area  needs  for  the  facility  concerned.  Thus, 
loans  w^ould  be  made  for  existing  structures  only. 

Loans  w^ould  be  made  only  after  a  finding  by  the  Secretary  that  the 
institution  is  unable  to  raise  the  required  funds  internally,  and  is  un- 
able to  obtain  a  loan  at  a  reasonable  rate  of  interest  and  on  reason- 
able terms  from  other  sources.  The  amount  of  the  loan  may  not  ex- 
ceed an  amount  that  can  reasonably  be  expected  to  be  repaid  by  the 
institution. 


406 


The  interest  charged  on  such  loans  will  be  at  the  average  rate  of 
return  on  assets  of  the  hospital  insurance  trust  fund  at  the  time  the 
loan  is  made.  Loans  are  to  be  repaid  over  a  period  not  to  exceed  10 
years,  in  equal  periodic  payments  no  less  frequently  than  annually. 
The  loan  will  become  due  and  payable  in  full  at  any  time  that  the 
facility  no  longer  affords  services  to  a  reasonable  proportion  of  Medi- 
care beneficiaries  in  the  area  who  require  such  services  or  if  the  funds 
are  not  used  for  the  purpose  intended.  Funds  necessary  for  such  loans 
are  authorized  to  be  appropriated  from  the  general  revenues  of  the 
Federal  government. 

The  committee  expects  that  the  Secretary,  in  considering  whether 
to  terminate  an  institution's  participation  in  Medicare  by  reason  of 
its  failure  to  install  a  required  automatic  sprinklering  system  because 
of  the  lack  of  funds,  will  take  into  account  the  opportunity  here  pro- 
vided to  obtain  such  loans  on  favorable  terms,  as  well  as  the  likelihood 
that  the  institution  will  apply  for  such  a  loan  and  that  it  would  be 
approved  by  both  the  State  agency  and  the  Secretary. 


XI.  CHANGES  IN  EXISTING  LAW 


In  the  opinion  of  the  committee,  it  is  necessary,  in  order  to  ex- 
pedite the  business  of  the  SenMe,  to  dispense  with  the  requirements 
of  subsection  4  of  rule  XXIX  of  the  Standing  Rules  of  the  Senate 
(relating  to  the  showing  of  changes  in  existing  laws  made  by  the  bill, 
as  reported). 


SEPARATE   AND  ADDITIONAL  VIEWS   OF  MEMBERS 
OF  THE  COMMITTEE  ON  FINANCE 


mj^  no 


Separate  and  additional  views  of  members  of  the  Committee 

on  Finance 


CONTENTS 

Page 

Separate  views  of  Mr.  Fulbright   413 

Additional  views  of  Mr.  Ribicoff   415 

Separate  views  of  Mr.  Harris   429 

Additional  views  of  Mr.  Williams  of  Delaware  and  Mr.  Curtis   445 

Separate  views  of  Mr.  Miller   447 

Separate  views  of  Mr.  Jordan  of  Idaho   451 

Additional  views  of  Mr.  Hansen  on  the  Trade  Act  of  1970   453 

(411) 


;  1, 


I 


I 


I 

i 


XII.  SEPARATE  VIEWS  OF  MR.  FULBRIGHT 


Notwithstanding  my  strong  support  for  title  I  of  H.R.  17550  con- 
taining increases  in  social  security  benefits,  I  voted  in  Finance  Com- 
mittee against  reporting  this  legislation  in  its  present  form.  As  now 
constituted,  the  bill  contains,  in  addition  to  social  security  provisions, 
numerous  medicare  and  medicaid  amendments,  some  family  assistance 
proposals,  a  catastrophic  health  insurance  plan,  and  a  major  inter- 
national trade  package.  Any  one  of  these  proposals  would  be  con- 
sidered a  major  piece  of  legislation.  Aside  from  the  merits  of  these 
provisions,  it  is  my  view  that  the  procedural  obstacles  likely  to  result 
from  attaching  several  quite  different  and  controversial  areas  of  legis- 
lation to  the  bill  will  jeopardize  the  bill's  passage. 

While  I  am  not  in  agreement  with  all  of  the  other  areas  of  H.R. 
17550  as  reported  it  is  the  trade  provisions  which  give  me  the  most 
particular  concern.  There  is  substantial  and  respected  evidence  that 
this  trade  bill  will  portend  grave  foreign  policy  and  economic  conse- 
quences generally,  not  to  mention  its  associated  inflationary  pressures. 

The  Finance  Committee  has  considered  an  inordinate  number  of 
issues  this  year  and,  in  my  opinion,  was  not  able  to  give  adequate  time 
to  trade  hearings.  Considering  the  scope  of  this  legislation,  relatively 
few  witnesses  appeared  before  the  committee.  One  witness  who  did 
testify,  however,  was  the  Secretary  of  State.  With  reference  to  the 
likelihood  of  this  bill  crippling  international  commerce,  Secretary 
Rogers'  forecast  is  bleak : 

It  may  be  said  that  these  fears  are  unjustified,  that  the  pro- 
posed legislation  merely  seeks  to  deal  with  certain  special 
and  urgent  problems  of  the  United  States,  and  that  other 
nations  too  have  restrictions  on  imports.  The  fact  is,  how- 
ever, that  the  legislation  before  you  could  lead  to  restrictions 
on  a  very  large  volume  of  U.S.  trade,  as  much  as  $3  billion  or 
more,  and  other  nations  are  acutely  aware  of  this. 

Statements  such  as  this  one  have  not  been  rebutted  to  my  satisfac- 
tion, and  these  unanswered  questions  about  the  impact  of  this  bill 
leave  serious  misgivings  in  my  mind  about  supporting  it.  For  ex- 
ample, my  State  depends  to  a  great  extent  on  agricultural  exports, 
as  evidenced  by  a  fiscal  year  1970  total  of  $296  million.  I  must  say 
tha£>I  have  not  been  convinced  that  this  bill  will  not  adversely  affect 
the  export  markets  of  such  products  as  soybeans,  cotton,  and  rice. 

I  am,  of  course,  sympathetic  to  the  problems  caused  by  foreign  im- 
ports which  exist  within  such  industries  as  textiles  and  footwear.  In- 
deed, their  plight  suggests  that  a  review  of  our  international  trade 
policies  should  be  forthcoming.  Such  a  review  should,  however,  be 
comprehensive  and  should  be  undertaken  with  deliberation  and  ac- 
companied by  adequate  hearings.  The  adjournment  rush  is  no  time  to 
attempt  to  focus  on  a  question  of  this  magnitude. 
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Accordingly,  I  voted  in  committee  to  separate  the  trade  amendments 
from  the  social  security  bill,  believing  such  action  would  enhance  the 
latter  becoming  law.  I  regret  that  this  effort  was  unsuccessful. 

Our  senior  citizens  on  fixed  incomes  are  those  in  our  society  who 
suffer  most  seriously  from  inflation,  and  it  seems  indeed  ironic  that  a 
bill  designed  to  give  needed  social  security  increases  and  reform  should 
become  encumbered  with,  among  other  things,  far-reaching  trade  pro- 
posals, the  economic  consequences  of  which  could  conceivably  offset 
the  originally  intended  benefits  of  H.E.  17550. 

J.  W.  FULBKIGHT. 


XIII.  ADDITIONAL  VIEWS  OF  MR.  RIBICOFF 


Part  One — Welfare 

Comprehensive  welfare  reform  is  the  most  urgently  needed  domes- 
tic legislation  now  being  considered  in  Congress. 

The  necessary  improvements  have  not  been  provided  by  the  Senate 
Finance  Committee  amendments.  Therefore,  Senator  Bennett  and  I 
propose  a  program  of  substantive  reform  to  go  into  effect  following 
extensive  testing  to  assure  administrative  and  operational  efficiency. 

Our  proposal  is  based  on  the  major  provisions  of  the  Family  Assist- 
ance Plan  proposed  by  the  Administration.  While  our  amended 
Family  Assistance  Plan  does  not  provide  everything  ultimately 
required  to  perfect  this  nation's  welfare  program,  it  is  a  necessary 
and  significant  step  forward. 

The  United  States  must  commit  itself  to  end  poverty.  Family  As- 
sistance can  be  a  major  contribution  toward  fulfilling  that  com- 
mitment. 

I.  The  Principles  of  Reform 

Welfare  is  not  a  subject  of  interest  only  to  the  poor  and  the  wel- 
fare worker.  The  measure  of  a  whole  society  is  taken  from  the  ade- 
quacy, equity  and  efficiency  of  its  programs  for  the  needy.  Their  prog- 
ress is  our  progress. 

The  principles  of  adequate  welfare  are  simple  and  paramount : 

First,  assurance  to  all  members  of  society  of  an  income  adequate  to 
meet  their  basic  needs ; 

Second,  incentives  and  opportunity  for  the  employment  of  all 
citizens  ; 

Third,  encouragement  and  support  of  the  basic  family  structure; 

Fourth,  a  uniform  system  of  national  standards  supported  and 
financed  hj  the  federal  government ;  and 

Fifth,  simple  and  efficient  administration  dedicated  to  assisting 
rather  than  demeaning  the  poor. 

We  are  a  wealthy  people.  As  the  prerequisites  of  citizenship  have  in- 
creased, so  too  have  our  responsibilities  to  our  society  and  our  fellow 
man.  As  a  nation  we  can  no  longer  tolerate  a  system  of  public  assist- 
ance which  fails  to  meet  the  most  basic  principles  of  humanity. 

II.  The  Present  Welfare  System  and  the  Finance 
Committee  Amendments 

The  present  public  welfare  system  in  the  United  States  is  a  failure. 

Assistance  payments  are  insufficient  to  meet  minimal  needs.  Family 
and  work  incentives  are  lacking.  Eligibility  is  based  on  arbitrary 
categories  rather  than  need.  While  Congress  has  established  a  legal 
right  to  assistance,  it  has  provided  a  system  which  frustrates  the  ex- 
ercise of  these  rights  and  demeans  those  who  do  exercise  them. 
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The  welfare  amendments  of  the  Senate  Finance  Committee  have 
ignored  these  very  basic  f aihires  and  therefore  are  inadequate  to  the 
challenge  of  reform. 

I  share  the  view  of  the  Committee  that  far-reaching  and  innovative 
social  legislation  should  be  tested  thoroughly  before  implementation 
on  a  nationwide  basis. 

But,  testing  alone  in  a  time  of  urgent  need  is  not  enough. 

In  August  1969,  the  President  outlined  reform  legislation  which, 
while  not  perfect,  would  take  several  significant  and  constructive  steps 
toward  a  strong  welfare  system. 

The  House  of  Representatives  passed  legislation  embodying  the 
basic  principles  of  the  President's  proposal — the  Family  Assistance 
Plan. 

After  many  weeks  of  hearings,  however,  the  Senate  Finance  Com- 
mittee regrettably  refused  to  consider  this  plan  in  detail  and  sub- 
stituted an  amendment  calling  merely  for  two  years  of  tests. 

Clearly,  passage  of  a  two  year  test  program  requiring  more  legis- 
lation at  the  end  of  that  test  period  means  no  welfare  reform  until 
1974  or  beyond.  Reform  is  much  more  urgent  than  that. 

The  proposal  Senator  Bennett  and  I  intend  to  make  provides  for 
extensive  testing  in  the  period  between  enactment  and  the  effective 
date  of  welfare  reform.  The  most  innovative  proposal,  to  assist  the 
"working  poor",  would  be  tested  in  several  areas  for  more  than  a  year. 

Extensive  pre-testing  of  this  nature  would  provide  more  than  ade- 
quate time  to  iron  out  the  problems  in  organization  and  administration 
of  Family  Assistance.  Furthermore,  information  gained  from  careful 
evaluation  of  existing  "working  poor"  programs  in  six  states  would 
be  readily  available. 

III.  A  Plan  of  Welfare  Reform 

The  full  Senate  should  have  an  opportunity  this  year  to  debate  and 
pass  Qn  a  substantive  plan  of  welfare  reform.  We  intend  to  propose 
such  a  plan. 

It  contains  the  major  elements  of  the  Family  Assistance  Plan  first 
announced  by  the  President  in  1969 ;  refined  by  the  House  of  Repre- 
sentatives in  H.R.  16311,  passed  on  April  16, 1970 ;  and  revised  further 
on  October  13, 1970  by  the  Administration. 

It  contains  substantial  changes  suggested  in  my  letter  to  Secretary 
Richardson  dated  December  2,  1970. 

The  plan  also  couples  a  program  of  pre-testing  with  authorization 
for  substantive  welfare  reform. 

A.  family  assistance 

The  Family  Assistance  Plan  would  provide  a  basic  income  floor  for 
all  families  with  children.  Families  headed  by  a  fully  employed  male, 
the  "working  poor",  would  be  included  for  the  first  time  as  well  as  all 
families  now  eligible  for  AFDC.  The  concept  of  a  federally-supported 
income  floor  for  all  families  in  need  regardless  of  other  classifications 
is  a  forward  step  toward  a  strong  welfare  system. 

The  income  floor  would  be  computed  on  the  basis  of  $500  each  for 
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the  first  two  members  of  a  family,  and  $300  for  each  additional  mem- 
ber, or  $1,600  for  a  family  of  four  without  income.  The  minimum 
Family  Assistance  payment  would  be  entirely  financed  by  the  federal 
government. 

The  Family  Assistance  payment  level  would  provide  increased  in- 
centives to  earn  outside  income.  The  FAP  benefit  would  be  gradually 
reduced  as  the  family  income  increased.  In  computing  the  benefit,  the 
first  $720  of  income  ($60/month)  would  be  disregarded.  Each  dollar 
of  income  above  $720  annually,  would  reduce  the  FAP  payment  by 
50  cents. 

TABLE  1.— FAMILY  OF  FOUR  FAP  BENEFIT 


Income   $0  $500  $720        $1,000        $2,000  $3,000 

FAP  payment   1,600  1,600  1,600  1,460  960  460 

Total  income   1, 600  2, 100  2, 320  2,  460  2, 960  3,  460 


No  payments  would  be  made  above  an  income  level  of  $3,920  for  a 
family  of  four. 

B.  STATE  SUPPLEMENtARY  PAYMENTS 

Above  the  basic  Family  Assistance  allow^ance,  each  state  in  which 
the  AFDC  payment  level  in  November  1970  was  higher  than  the 
Family  Assistance  level  must  supplement  the  FAP  payment  up  to 
that  level  or  the  poverty  line  whichever  is  lower. 

The  federal  government  would  share  30%  of  the  cost  of  these  sup- 
plements, up  to  the  poverty  level. 

The  states  would  not  be  required  to  supplement  the  "working 
poor" — intact  families  wdth  an  employed  male — and  federal  sharing 
would  not  be  available  for  states  which  did  supplement  these  families 
voluntarily. 

Special  rules  would  apply  in  computing  the  amount  of  state  sup- 
plementary payments.  A  state  would  be  required  to  disregard  (1) 
$720  per  year  plus  (2)  one-third  of  the  remaining  income. 

Thus,  in  a  state  which  presentlv  pays  a  family  of  four  up  to  $3,000, 
a  family  with  $2,800  income  would  receive  a  state  supplement  of  $1,053 
in  addition  to  FAP  benefits  of  $560. 


Table  2 

Earned  income   $2,800 

Disregard   .   —720 

Total   ^   2,080 

Disregard  %  of  $2,080   —693 

Total   1,387 

FAP  payment  to  family  of  four  earning  $2,800  -   +560 

Chargeable  income   1,  947 

State  supplement   \  053 

Total  FAP  and  State  supplement  and  earnings   4,  413 
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C.  WORK  REQUIREMENTS 

Eligibility  for  Family  Assistance  benefits  is  conditioned  on  registra- 
tion for  manpower  training  and  employment  programs.  These  require- 
ments are  applicable  to  all  members  of  an  eligible  family  except : 

(a)  Persons  unable  to  engage  in  work  by  reason  of  illness,  in- 
capacity or  advanced  age ; 

(b)  Mothers  of  children  under  six ; 

(c)  Mothers  or  other  female  caretakers  of  a  child  if  a  male 
member  of  the  family  is  working ; 

(d)  Children  under  16  or  a  student ; 

(e)  A  person  whose  presence  in  the  home  is  required  because 
of  the  illness  or  incapacity  of  another  member  of  the  household. 

Following  suggestions  by  Senator  Talmadge,  our  plan  establishes 
priorities  in  the  placement  of  welfare  recipients  into  work  or  training 
slots.  These  priorities  are : 

(1)  unemployed  fathers 

(2)  persons  over  16,  not  regularly  employed  and  not  students 

(3)  regularly  employed  persons 

(4)  all  others  required  to  register 

D.  PENALTIES  FOR  REFUSAL  TO  WORK  OR  ACCEPT  TRAINING  WITHOUT  GOOD 

CAUSE 

If  a  member  of  a  family  refuses,  without  good  cause,  to  accept  work 
or  training  under  the  provisions  of  this  program,  the  family  cash  pay- 
ment under  Family  Assistance  will  be  reduced  by  $500.  In  addition, 
state  supplementary  payments  will  be  reduced  accordingly. 

E.  PROPOSED  CHANGES  IN  THE  FAMILY  ASSISTANCE  PLAN 

On  December  2,  1970,  I  communicated  to  the  Secretary  of  Health, 
Education,  and  Welfare  a  list  of  ten  suggested  improvements  in  the 
proposed  Family  Assistance  Plan. 

These  changes  should  be  incorporated  into  any  welfare  reform  legis- 
lation considered  by  the  Senate,  and  most  have  been  included  in  the 
Ribicoff-Bennett  disposal. 

(1)  A  National  Goal: 

Today,  one  in  every  eight  Americans  is  poor.  In  the  wealthiest  na- 
tion in  history,  our  poor  outnumber  the  total  population  of  Canada. 
More  than  a  third  of  our  poor  are  children.  Many  of  the  rest  are  ill, 
disabled  or  elderly. 

These  people  are  tragic  evidence  of  our  neglect,  and  lack  of  com- 
mitment to  end  poverty. 

Our  growing  national  affluence  has  not  been  fully  shared.  In  a  fu- 
ture which  promises  greater  riches  for  many  but  continued  poverty 
for  some,  we  have,  in  the  words  of  the  President's  Commission  on 
Income  Maintenance  Programs,  "the  potential  for  social  division  un- 
paralleled in  our  country". 

Our  failure  has  been  a  failure  of  commitment  rather  than  resources. 
We  have  the  means  to  end  poverty.  Let  us  resolve  to  do  so. 
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As  a  beginning  step,  Congress  must  establish  a  national  goal  to 
end  poverty  in  this  decade. 

(2)  Unemployed  Parents  Program: 

As  passed  by  the  House  of  Representatives,  H.R.  16311  provided 
for  mandatory  state  supplementation  (with  federal  sharing)  of  fam- 
ilies headed  by  an  unemployed  father.  (AFDC-UP)  Under  present 
law,  this  is  an  optional  program  existing  in  23  states. 

In  the  Administratioii  revisions  of  H.R.  16311,  this  mandatory 
AFDC-UP  has  been  deleted. 

I  strongly  support  inclusion  of  this  program — as  provided  by  the 
House  of  Representatives  and  the  original  Administration  proposal. 
Restoration  of  this  provision  would  benefit  some  90,000  families,  or 
more  than  300,000  poor  people. 

{3)  Restoration  of  the  Requirements  in  Sec.  Jt52  of  H.R.  16311  for 
Using  ""standard  of  need''"'  for  Families  With  Income: 

In  August  1969,  the  President,  in  his  welfare  address  to  the  Nation, 
spoke  strongly  for  the  principle  that  no  recipient  would  be  worse  off 
under  his  proposal  than  under  existing  law.  Unfortunately,  a  subse- 
quent revision  of  H.R.  16311  would  adversely  affect  families  with 
outside  income  in  22  states  by  reducing  state  supplements.  Restora- 
tion of  the  "standard  of  need''  provision  in  Sec.  452  will  remedy  this 
unwise  provision. 

(4)  Minimum  Wage  Levels  for  Welfare  Recipients  Taking 
Employment : 

A  universally  recognized  objective  of  welfare  reform,  clearly  stated 
in  the  President's  welfare  message,  is  the  great  need  to  move  the  poor 
from  relief  rolls  to  payrolls.  Legislation  toward  this  laudable  goal, 
however,  must  not  sacrifice  very  basic  objections  to  providing  a  ready- 
made  pool  of  forced  labor  for  employers  paying  substandard  wages. 

Substandard  wages  perpetuate  poverty.  At  $1.00  an  hour,  a  fully 
employed  husband  and  father  of  two  children  falls  almost  $2,000 
below  the  barest  minimum  income  required  for  his  family. 

Therefore,  I  propose  that  provisions  be  added  to  this  reform  legis- 
lation stipulating  that  Avelfare  recipients  required  to  accept  work  be 
paid  a  reasonable  wage,  preferably  the  basic  minimum  wage  of  $1.60 
an  hour.  The  Ribicoff-Bennett  proposal  takes  a  major  step  in  this  di- 
rection by  guaranteeing  wages  of  at  least  $1.20  an  hour. 

(5)  Adequate  Safeguards  for  State  and  Local  Employees  Taken 
Under  Federal  Program^s: 

There  must  be  assurances  that  state  and  local  welfare  employees, 
who  would  be  encompassed  by  the  new  federal  program,  are  treated 
fairly  with  respect  to  their  seniority,  salary  and  pension  rights  earned 
under  their  previous  employers. 

{6)  Federal  Administratiofi  of  Fully  Feeder  ally  Financed  Welfare 
Programs : 

Welfare  reform  must  reduce  the  major  inequities  and  complexities 
that  result  from  over  50  different  welfare  systems  with  their  varied 
forms,  requirements,  and  regulations.  In  many  states  today,  the  sys- 
teim  is  operated  by  three  separate  levels  of  government :  federal,  state 


420 


and  local.  The  redtape,  inequities,  and  sheer  complexity  of  these  ar- 
rangements must  be  reduced. 

Therefore,  I  propose  that  reform  legislation  include  a  provision 
for  mandatory  federal  administration  of  all  welfare  programs  which 
are  100%  funded  by  federal  monies.  This  provision  will  be  a  major 
step  toward  our  goal  of  universally  applied  standards  for  all 
recipients. 

(7)  Public  Service  Employment; 

The  major  goal  of  any  public  assistance  program  should  be  the 
provision  of  adequate  employment  opportunities  permitting  recipi- 
ents to  supplement  and  eventually  replace  welfare  payments  by 
earned  wages. 

Kegrettably,  the  original  Family  Assistance  Plan  presented  to 
Congress  contained  not  a  single  job  opportunity. 

Senator  Harris  and  I  have  suggested  an  amendment  establishing 
a  strong  program  of  public  service  employment.  Such  an  amendment 
would  complement  the  training  provisions  already  suggested  above 
by  assuring  a  greater  number  of  jobs  at  the  end  of  the  training  cycle. 

Therefore,  L  propose  a  public  service  employment  program  for 
recipients  of  FAP  benefits  or  state  supplementation. 

Under  the  amendment,  the  Secretary  of  Labor  would  enter  into 
grants  or  contracts  with  public  or  private  nonprofit  agencies  to  create 
jobs  in  a  wide  variety  of  enumerated  fields  of  benefit  to  the  public. 

Special  provisions  were  designed  to  assure  that  such  jobs  are  not 
dead-end  jobs  and  that  they  offer  opportunities  for  career  advance- 
ment. The  Secretary  of  Labor  is  required  to  review  each  employment 
record  at  least  once  every  six  months. 

The  jobs  proAdded  must  meet  standards  with  regard  to  health, 
safety,  and  working  conditions,  not  jeopardize  existing  employment, 
and  otherwise  conform  to  certain  protections.  Wages  paid  must  at 
least  equal  the  federal  minimum  wage  or,  if  higher,  any  applicable 
state  or  local  minimum  wage  or  the  prevailing  wage  for  such  jobs  in 
the  same  labor  market  area. 

In  order  to  encourage  movement  by  participating  individuals  into 
regular  jobs  and  to  ensure  that  these  jobs  involve  the  performance 
of  useful  work,  provision  is  made  for  declining  federal  matching 
over  time.  Ninety  percent  matching  is  provided  for  the  first  24  months 
during  which  such  employment  is  provided,  and  80  percent  there- 
after. 

The  Secretary  of  Labor  is  obligated  to  expend  at  least  $150  million 
annually  on  such  public  service  jobs.  The  funds  may  come  from  ap- 
propriations pursuant  to  part  C  of  title  IV  of  the  Social  Security 
Act  or  from  any  other  funds  available  to  the  Secretary  or  the  Depart- 
ment of  Labor  under  other  acts. 

(8)  Work  Requirements  for  Mothers  of  School- Age  Children: 

In  1967,  the  Senate  recognized  the  inherent  social  difficulties  of 
forcing  mothers  of  school-age  children  to  accept  employment.  At  that 
time,  the  Senate  passed  an  amendment  which  exempted  mothers  of 
school-age  children  from  required  employment  during  the  hours  chil- 
dren are  home  from  school. 


421 


The  most  cursory  examination  of  history  shows  that  the  victims  of 
legislation  forcing  mothers  to  work  are  the  children  of  those  mothers. 
Our  own  national  traditions  are  based  on  the  belief  that  the  best  inter- 
ests of  the  child  are  best  protected  by  its  mother.  The  decision  whether 
to  accept  employment  while  the  child  remains  at  home  should  be  left 
solely  with  the  mother. 

While  not  exempting  mothers  of  school-age  children  from  work, 
the  proposal  of  Senator  Bennett  and  myself  will  guarantee  that  moth- 
ers of  these  children  w^ill  only  be  required  to  work  if  adequate  child 
care  facilities  are  available.  In  actual  fact,  the  work  priorities  practi- 
cally assure  that  mothers  of  schoolchildren  will  not  be  affectied  by 
work  requirements. 

{9)  Additional  Safeguards  for  the  Legal  Rights  of  Welfare 
Recipients  : 

The  Administration's  Family  Assistance  legislation  provided  for  a 
marked  and  regressive  change  affecting  the  legal  rights  of  welfare 
recipients  by  requiring  that  stepfathers  assume  legal  responsibility 
for  their  stepchildren.  Most  states  do  not  impose  an  obligation  of 
support  on  a  stepfather.  Generally,  our  federal  system  has  left  matters 
of  domestic  relations  laws  to  the  wisdom  of  the  states.  Thus,  the 
effect  of  the  original  FAP  provision  was  to  impose  a  discriminatory 
obligation  on  the  stepfathers  of  poor  families.  Senator  Bennett  and  I 
havei  proposed  that  this  unwise  provision  be  eliminated. 

{10)  Adjustment  of  the  Base  Payment  of  FAP  to  Reflect  Cost  of 
Living  Increases: 

Administration  estimates  have  shown  that  increasing  the  level  of 
payment  above  $1,600  for  a  family  of  four  would  cost  approximately 
$400  million  annually  in  federal  revenues  for  every  $100  increase  in 
benefits. 

While  it  is  certainly  preferable  that  the  base  benefits  of  FAP  be 
increased,  it  is  more  important  that  effective  reform  legislation  be 
enacted  this  year. 

However,  as  the  barest  minimum  objective,  it  is  imperative  that 
FAP  should  include  a  provision  to  reflect  additional  costs  of  living. 

IV.  Effects  of  Welfare  Keform 

A.  THE  COSTS  OF  WELFARE  REFORM 

The  plan  outlined  in  the  preceding  pages  has  been  estimated  to  in- 
crease federal  welfare  costs  by  approximately  $4.3  billion. 

These  costs  are  comparable  to  those  estimated  for  the  Administra- 
tion's original  proposal  and  for  the  bill,  H.R.  16311,  passed  by  the 
House  of  Representatives  earlier  this  year. 

It  is  estimated  that  the  proposal  would  make  24  million  Americans 
eligible  for  some  federal  welfare  assistance  compared  to  11.6  milion 
now  eligible  under  AFDC  and  the  adult  categories. 

The  following  charts  give  detailed  information  on  costs  and  case- 
loads. 
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Table  3. — Estimated  net  cost 
[In  billions] 


Payments  to  Families   $2. 1 

Fiscal  Relief  to  States  '   .  4 

Adult  Category   .  9 

Day  Care  and  Training   .  6 

Administration   .  4 

Increased  Costs  Due  to  Food  Stamp  Check  Off   — .  1 


Total   4.  3 


Table  4 

COMPARISON  OF  PROJECTED  ELIGIBLES  UNDER  THE  FAMILY  ASSISTANCE  PLAN  AND  PROJECTED  RECIPIENTS 
UNDER  CURRENT  LAW,  1972-76  (ASSUMES  100  PERCENT  FAP  PARTICIPATION)! 

[Millions  of  persons] 


1972        1973        1974        1975  1976 


Under  family  assistance  plan: 

Persons  in  families  eligible  for  FAP  only  

11.7 

11.3 

10.2 

9.1 

8.0 

Persons  in  families  eligible  for  FAP  and  State  supplemental. 

9.0 

9.5 

10.7 

12.0 

13.4 

Adult  category  recipients  

3.3 

3.5 

3.6 

3.8 

3.9 

Total    

24.0 

24.3 

24.5 

24.9 

25.3 

Under  current  law: 

AFDC  recipients      

9.6 

10.8 

12.1 

13.6 

15.3 

Adult  category  recipients   

3.2 

3.4 

3.5 

3.7 

3.8 

Total    12.8        14.2        15.6        17.3  19.1 


1  Comparison  not  directly  appropriate  since  FAP  projections  include  all  eligibles(100  percent  participation)  while  AFDC 
projections  show  only  actual  recipients  (reduced  participation). 


Revised  Estimates 

The  above  figures  are  based  on  100  percent  participation  by  all 
eligible  recipients.  However,  it  is  not  realistic  to  assume  full  partici- 
pation in  a  new  welfare  program.  As  was  pointed  out  by  Mayor 
Lindsay  of  New  York  before  the  committee,  actual  participation 
rates  in  New  York  City  programs  for  the  "working  poor"  are  about 
33  percent  even  after  twenty  years  of  operation. 

Actual  participation  in  the  program  will  vary  in  accordance  with 
the  amount  of  benefits  available  to  a  family.  A  breakdown  of  Family 
Assistance  eligibles  by  amount  of  benefits  is  shown  below : 


Table  5 


Number  of  Number  of 

Amount  of  annual  persons  Amount  of  annual  persons 

family  benefit  (In  thousands)       family  benefit  (in  thousands) 


0  to  $100   965.  9 

$101  to  $200   1, 177.  6 

$201  to  $300   689.  9 

$301  to  $400   875.  6 

$401  to  $500   981.  0 

$501  to  $600   676.2 

$601  to  $700   697.  6 


$701  to  $800   707.  1 

$801  to  $901   721.  5 

$901  to  $1,000   1,077.0 

$1,001  to  $1,499   3,  310. 1 

$1,501  to  $1,999   3,228.4 

$2,001  plus   3,  350.  3 


Total   *  18,  458.  2 


1  Does  not  include  persons  in  families  eligible  only  for  State  supplemental  benefits. 
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A  plausible  relationship  between  benefits  and  participation  is  shown 
in  the  next  table : 

Table  6 


Participation  Participation 
Annual  benefit  rate  (percent)    Annual  benefit  rate  (percent) 


$0  to  $200   10    $601  to  $800   70 

$201  to  $400   30     $801  to  $li,000   90 

$401  to  $600   50     $1,000   plus   95 


Assuming  less  than  100  percent  participation,  the  net  additional 
federal  welfare  costs  would  be  $3.9  billion. 

Table  7 


[In  billions] 

Payments  to  Families   $1.  7 

Fiscal  Relief  to  States   .  4 

Adult  Category   .  9 

Day  Care  and  Training   .  6 

Administration    .  4 

Increased  Costs  Due  to  Food  Stamp  Check  Off   — .  1 


Total    3. 9 


Estimates  of  actual  recipients,  assuming  less  than  100  percent  par- 
ticipation are: 

Table  8 

COMPARISON  OF  PROJECTED  RECIPIENTS  UNDER  THE  FAMILY  ASSISTANCE  PLAN  AND  CURRENT  LAW, 
1972-76  (ASSUMES  REDUCED  FAP  PARTICIPATION)! 

[In  millions  of  persons] 


1972        1973        1974        1975  1976 


Under  family  assistance  plan: 

Persons  in  families  receiving  FAP  only    

Persons  in  families  receiving  FAP  and  State  supplemental.. 
Adult  category  recipients     

8.0 
8.1 
3.3 

7.7 
8.4 
3.5 

6.8 
9.3 
3.6 

5.9 
10.2 
3.8 

5.0 
11.1 
3.9 

Total    

19.4 

19.6 

19.7 

19.9 

20.0 

Under  current  law: 

AFDC  recipients    

Adult  category  recipients...   

9.6 
3.2 

10.8 
3.4 

12.1 
3.5 

13.6 
3.7 

15.3 
3.8 

Total...      12.8        14.2        15.6        17.3  19.1 


» Assumes  projected  FAP  participation  rates  at  less  than  100  percent  and  some  impact  of  training  programs. 
B.  FISCAL  RELIEF  FOR  THE  STATES 

The  program  f)roposed  by  Senator  Bennett  and  I  would  provide 
substantial  and  vitally  needed  relief  to  states  now  burdened  oy  rap- 
idly increasing  welfare  costs. 

This  relief  is  provided  through  two  different  approaches.  First,  the 
federal  minimum  payments  in  both  the  family  and  adult  categories 
combined  with  federal  sharing  in  supplementary  programs  will  pro- 
vide over  $400  million  of  immediate  relief  to  state  treasuries.  Second, 
a  "freeze"  provision  included  in  the  Ribicoff -Bennett  proposal  will 
guarantee  that  state  costs  required  under  this  program  cannot  exceed 
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90  percent  (plus  a  cost  of  living  factor)  of  welfare  costs  incurred  by 
the  state  in  calendar  year  1971. 

C.  SUMMART 

The  Beginning  of  a  More  Equitable,  Effic'ient  System 

The  Avelfare  proposal  outlined  above  represents  a  significant  step 
toward  a  stronger,  fairer  and  more  efficient  public  assistance  system. 

The  principles  of  the  plan  are  directly  related  to  solving  the  prob- 
lems now  facing  welfare  in  the  United  States. 

First,  it  provides  more  uniform  national  standards,  including  a 
federally  supported  minimum  welfare  benefit  and  national  eligibility 
rules ; 

Second,  it  provides  more  efficient  organization  through  simplified 
application  and  payment  procedures  and  strengthened  federal 
administration ; 

Third,  it  provides  increased  work  incentives  by  including  the  "work- 
ing poor"  and  expanding  training  and  employment  opportunities ;  and 

Fourth,  it  provides  increased  assistance  to  presently  eligible  recipi- 
ents now  mired  in  poverty. 

Let  us  be  clear  about  the  overall  effects  of  this  program.  It  will  not 
reduce  the  number  of  eligible  recipients.  Xor  will  it  reduce  welfare 
expenditures.  The  needs  of  our  poor,  our  sick,  our  elderly,  and  our 
children  will  not  permit  such  reductions.  Today,  almost  three  out  of 
every  four  poor  children  receive  no  benefit  from  federal  welfare 
programs.  Close  to  fifteen  million  poor  Americans  do  not  receive  any 
assistance. 

We  must  learn  that  we  cannot  save  money  by  wasting  lives. 

The  plan  which  Senator  Bennett  and  I  will  introduce  is  far  from 
perfect.  It  fails  to  include  many  of  the  steps  I  believe  will  be  ultimately 
necessary  for  a  strong  welfare  program. 

Among  other  things,  it  does  not  cover  single  persons,  or  childless 
couples  under  65.  Eligibility  for  these  people  is  a  prerequisite  for  a 
truly  universal  assistance  program.  The  basic  federal  payment  of 
$1,600  for  a  family  of  four  is  barely  adequate.  Federal  sharing  should 
be  expanded  to  include  state  supplements  to  the  "working  poor'. 

However,  it  is  fair  to  say  that  if  the  plan  is  not  perfect,  it  is  necessary. 

Authorization  of  a  program  similar  to  that  outlined  above  is  a 
necessary  first  step  in  reforming  American  welfare. 

V.  Other  Committee  Amendments  to  Present  Welfare  Laws 

In  addition  to  the  test  program  of  Family  Assistance,  the  com- 
mittee has  also  recommended  some  amendments  to  present  welfare 
laws.  Several  of  these  amendments  are  retrogressive  and  self-defeat- 
ing; four  of  these  are  particularly  important. 

Use  of  Federal  Funds  to  Support  the  Legal  Process 

One  committee  amendment  prohibits  the  use  of  federal  funds  to 
pay  directly  or  indirectly  the  salary  of  any  individual  who  partici- 
pates in  legal  actions  designed  to  interpret  or  test  federal  lesfislation. 

In  a  time  when  much  emphasis  is  given  to  the  desirability  of  settling 
our  differpRces  within  established  legal  institutions,  this  provision 
seems  particularly  regressive  and  divisive. 
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No  federal  legislation  should  be  immune  from  established  and 
recognized  judicial  scrutiny.  In  our  adversary  system  of  justice,  this 
scrutiny  is  best  developed  by  legal  actions  originated  by  the  parties 
m  interest.  Powerful  corporations  are  fully  entitled,  in  our  system,  to 
test  laws  m  courts  and  deduct  the  costs  of  legal  representation.  In 
many  cases,  the  only  advocates  for  the  poor  are  Community  Legal 
Services  personnel  who,  by  a  conscious  policy  decision  of  Congress, 
are  often  supported  by  federal  funds.  To  deny  these  funds  is  to  deny 
tlie  right  of  elfective  advocacy  to  a  large  segment  of  our  society. 

American  justice  is  based  on  the  theory  that  all  citizens  are  equal 
before  the  law.  By  denying  effective  representation  in  cases  involving 
laws  most  directly  affecting  the  immediate  lifestyle  of  the  poor,  equal- 
ity ot  rich  and  poor  before  the  law  becomes  a  myth. 
3/ an  In  The  House 

A  ^kV^t^^n^^^  resurrected  a  provision  permitting  states  to  deny 
Ai^  DL  benehts  to  children  in  families  where  a  man  may  be  occasion- 

^  ^^^IT^\^^^^^  ^^'^^  ^^^ty  to  support  the  child. 

in  1958,  the  Supreme  Court  struck  down  a  similar  "man  in  the 
house  provision  on  the  ground  that  an  unrelated  adult  in  the  home 
has  no  lega  obligation  to  support  the  child,  and  therefore,  the  child 
may  be  eligible  for  AFDC. 

The  committee's  amendment  set  forth  a  long  list  of  criteria  bv 
which  a  parenta  -type  relationship  could  be  established  and  the  man 
be  held  responsible  hnancially  for  the  child. 

In  addition  to  the  unrealistic  burdens  this  would  place  on  welfare 
administration  the  provision  would  penalize  the  children  for  the  con- 
duct 01  the  mother. 

An  unrelated  man  who  visits  a  child's  mother,  no  matter  how  reg- 
ularly, cannot  be  relied  upon  to  provide  a  meaningful  parent-child 
relationship.  It  he  does  make  financial  contributions,  these  are  counted 
m  determining  the  family's  benefits  now\ 

Residence  Requirements 

committee  amendment  raises  an  additional  issue  recently 
ruled  on  by  the  Supreme  Court.  ^ 

In  1969,  the  Court  declared  durational  residence  requirements  un- 
constitutional because  they  interfere  with  the  right  to  travel 

1  he  committee  has  sought  to  re-establish  residence  requirements, 
K!^ofif"i'^  A  recipient  only  receive  payments  equal  to  the  lower 
benefit  level  from  which  he  moved. 

Whether  this  provision  would  correct  the  constitutional  defect  can- 
n  P^^^^^^te^'  but  It  certainly  would  create  inequities  between  resi- 
nrpv!^,ci  same  state.  It  would  penalize  new  arrivals  who  were  not 
previously  on  welfare  but  come  to  require  it  in  the  state  to  which 
they  move,  and  would  restrict  the  mobility  of  the  poor  who  wish  to 
seek  better  economic  opportunity  in  a  different  state. 
Definition  of  an  Unemployed  Parent 

ilifsTwhlMTff^^^T''''  P^^^^^^'     state  option,  to  support  fam- 
onn  in  99  .  f     T^'^^f     unemployed.  This  program  is  n^w  opera- 
tional m  22  states.  In  its  regulations  the  Department  of  Health  FHn 
cation,  and  Welfare  has  defined  "unemployed"  to  Ian  l^s  t^^^^^^^^ 
cind  m  some  cases  35  hours  of  work  per  week. 
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The  committee  amendment  defining  unemployment  to  mean  less 
than  10  hours  a  ^veek  or  80  hours  a  month,  is  far  too  restrictive,  and, 
in  effect,  defeats  the  purpose  of  the  unemployed  father  program 
(AFDC-UP).  It  is  hard  to  conceive  that  a  man  Avorking  12  hours 
a  week  is  fully  employed.  More  to  the  point,  it  is  unrealistic  to  expect 
that  the  wages  of  a  few  hours  of  work  a  week  can  adequately  support 
a  family.  A  more  reasonable  definition  of  employment  will  provide 
greater  incentives  for  the  partially  employed  to  continue  and  improve 
their  work  skills. 

VI.  Aid  to  the  Blind,  Aged  and  Disabled 

The  Finance  Committee  has  adopted  minimum  support  levels  for 
the  3  million  recipients  under  the  aged,  blind  and  disabled  program 
which  are  too  low  to  supj)ort  an  adequate  standard  of  li^dng  for  an 
adult  couple.  The  cornmittee  has  adopted  minimum  payments  of 
$130  per  individual  an&  $200  per  couple  per  month.  In  addition,  the 
committee  has  eliminated  food  stamps  for  these  recipients.  In  com- 
parison, the  House  bill  passed  payment  levels  of  $110  for  an  indi- 
vidual and  $220  for  a  couple,  plus  food  stamps. 

I  propose  setting  minimum  payments  for  needy  adults  at  least  at 
the  level  of  $130  for  an  individual  and  $230  for  a  needy  couple  under 
the  adult  programs.  , 

VII.  Conclusion 

Welfare  reform  is  so  urgent  that  the  91st  Congress  should  not 
adjourn  until  the  United  States  Senate  has  debated  and  voted  on 
the  merits  of  the  issue. 

Part  Two— Trade 

The  trade  features  of  this  bill  do  not  belong  in  the  social  security 
measure.  They  are  so  important  they  should  be  debated  and  voted  upon 
separately  and  on  their  merits. 

The  portions  of  this  bill  containing  the  committee's  foreign  trade 
proposals  bear  vitally  on  the  future  direction  of  our  own  country's 
trade  policies  and  those  of  our  major  trading  partners.  The  proposed 
changes  are  of  much  greater  potential  importance  to  w^orld  stability 
than  the  particular  situations  they  seek  to  remedy. 

Fears  have  been  raised  abroad  that  because  of  its  current  economic 
difficulties,  the  United  States  will  be  tempted  to  pursue  short-sighted 
protectionist  policies  with  damaging  and  far  reaching  consequences. 
Some  commentators  have  gone  so  far  as  to  state  that  this  legislation 
would  spark  a  chain  of  reprisals  and  signal  a  return  to  mercantilism. 
There  is  an  unfortunate  tendency  to  paint  the  United  States  as  the  only 
villain  here.  But  all  industrialized  nations  do  not  have  clean  hands  as 
far  as  their  trade  practices  go. 

By  now  it  should  be  clear  that  trade  problems  will  increasingly  go  to 
the  root  of  our  foreign  relations  with  our  European  allies  and  J apan. 
With  the  United  Kingdom  negotiating  its  membership  in  the  Common 
Market,  we  must  begin  planning  now  how  we  will  get  along  with  a 
trading  bloc  which  will  account  for  40%  of  total  world  imports.  Our 
trade  policies  will  undoubtedly  have  a  great  influence  on  the  political 
direction  of  Europe  and  Japan  in  the  last  quarter  of  the  20th  Century. 
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Until  now,  our  NATO  and  Asian  policies  and  our  conceptions  of 
the  future  of  Europe  and  Asia  have  been  formed  largely  by  geopolitical 
considerations.  But  with  the  growing  prospects  for  poltical  detente  in 
Europe  and  the  shifting  of  power  in  Asia,  it  will  be  the  geoeconomic 
problems  that  will  come  to  the  fore.  It  is  essential  that  we  do  not  get  on 
the  wrong  track  at  the  outset.  In  an  area  where  com^jlexity  is  the  rule, 
we  have  become  bogged  down  in  detail  while  paying  insufficient  atten- 
tion to  the  larger  issues  involved. 

Since  the  completion  in  1967  of  the  Kennedy  Round,  world  trade 
policy  has  been  allowed  to  drift.  While  tariffs  on  certain  items  in  world 
commerce  still  remain  obstacles,  it  is  the  nontariff  barriers  to  trade 
which  are  becoming  major  irritants  in  international  commerce.  The 
increasing  use  of  new  varieties  of  protectionism  by  ourselves  and  by 
other  countries  raises  the  real  possibility  that  the  great  international 
conflicts  of  the  70's  might  well  be  trade  wars. 

In  seeking-  to  prevent  damaging  and  senseless  trade  disputes,  Ave 
seem  to  fashion  our  responses  on  a  piecemeal  basis.  The  brief  hearings 
in  the  Senate  on  the  legislation  before  us  reflects  this  lack  of  depth.  In 
addition,  the  Department  and  agencies  in  our  government  making  and 
implementing  our  trade  policies  appear  to  operate  without  overall 
policy  guidance  and  suffer  from  a  lack  of  continuing  high  level  atten- 
tion. As  economic  issues  are  resolved  on  their  own  merits  in  isolation 
from  our  overall  foreign  policy  objectives,  they  will  continue  to  be  sub- 
jected to  special  domestic  pressures  which  too  often  prove  irresistible 
because  of  their  persisten<3e,  rather  than  their  logic. 

Our  present  decisionmaking  processes  in  this  area  should  be  re- 
placed by  a  more  integrated  framework,  where  policy  can  be  more 
consciously  arrived  at.  It  follows  that  the  Executive  Branch  of  our 
government  must  be  significantly  strengthened  to  perform  this  task. 

Given  the  enormity  of  the  stakes  here,  we  can  no  longer  afford  the 
luxury  of  thinking  small  when  it  comes  to  our  foreign  trade  relations. 
If  we  and  our  trading  partners  devote  our  energies  to  planning  re- 
prisals rather  than  proposing  initiatives,  and  to  imposing  new  restric- 
tions rather  than  seeking  greater  cooperation,  it  is  clear  that  we  will 
be  working  to  the  detriment  of  all.  The  chaos  which  must  inevitably 
ensue  from  a  failure  to  devise  a  Avorkable  set  of  international  rules 
will  poison  foreign  relations  between  nations  and  do  harm  to  domestic 
economies. 

The  burden  of  creating  a  workable  system  of  international  trade, 
however,  cannot  be  borne  by  America  alone.  ^lovement  toward  freer 
trade  should  not  be  a  one-way  street.  The  growing  economic  strength 
of  the  European  Economic  Community  and  Japan  calls  for  corre- 
sponding give  on  their  side  and  greater  sensitivity  on  their  part  to 
our  own  problems.  For  example,  the  difficulties  we  face  in  negotiating 
a  textile  agreement  with  Japan  is  to  some  extent  due  to  the  barriers 
erected  by  the  EEC  countries  against  Japan's  apparel  exports.  Also, 
the  Common  Agricultural  Policy  of  the  EEC  affects  American  agri- 
cultural exports  to  Common  ^larket  countries,  while  the  subsidiza- 
tion of  EEC  agricultural  products  inhibits  American  exports  to  other 
markets. 

A  willingness  on  the  part  of  the  EEC  and  Japan  to  join  us  in  estab- 
lishing guidelines  and  workable  rules  for  international  trade  is  essen- 
tial. If  nations  are  to  stop  trying  to  pass  on  the  costs  of  their  own 
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domestic  problems  to  each  other,  they  must  first  realize  the  mutuality 
of  interest  involved,  and  do  more  to  harmonize  and  rationalize  their 
trade  relations. 

For  the  United  States  this  mi^ht  mean  seeking  more  flexibility  in 
providing  timely  adjustment  assistance  for  our  own  workers  and  in- 
dustries. For  European  countries  and  elapan  this  could  involve  stricter 
adherence  to  agreed-upon  groundrules. 

Given  the  magnitude  and  potential  significance  of  economic  prob- 
lems to  world  stability  and  progress  in  the  years  ahead  we  certainly 
need  more  complete  and  frank  discussions  of  the  basic  issues  involved. 
In  the  Senate  we  must  have  full  and  comprehensive  hearings  Avhere 
we  can  hear  from  our  best  informed  people  and  have  all  points  of  view 
presented.  Only  then  can  Ave  begin  to  take  responsible  legislative 
action  to  resolve  the  paradoxes  and  baffling  contradictions  in  our  cur- 
rent trade  policies. 

I  hope  that  in  the  next  Congress  we  will  have  more  opportunity  to 
pay  greater  attention  to  these  problems  and  gain  new^  perspectives. 

Abe  Ribicoff. 


XIV.  SEPARATE  VIEWS  OF  MR.  HARRIS 


Introduction 

The  initial  objectives  of  H.K.  17550  were  to  provide  more  adequate 
social  security  benefits  and  to  make  needed  improvements  in  medicare, 
medicaid  and  maternal  and  child  health  programs. 

The  objective  of  H.R.  16311  was  to  effect  urgently  needed  reform 
of  a  failing  welfare  system. 

These  objectives  are  highly  laudable.  However,  by  the  addition  of 
unrelated  matters,  unwise  amendments  and  weak  substitutions  for 
some  provisions,  these  original  objectives  have  been  made  hostage  to 
other,  less  noble,  aims. 

The  Trade  Act  of  1970  was  added  as  an  amendment  to  H.R.  17550. 

Various  amendments  to  the  present  welfare  laws  were  agreed  to 
which  can  only  be  characterized  as  regressive  and  punitive. 

An  amendment  to  establish  a  Federal  Child  Care  Corporation, 
which  would  represent  a  substantial  and  objectionable  change  in  child 
care  programs,  was  adopted. 

I,  therefore,  voted  against  reporting  the  bill.  My  reasons  for  doing 
so  are  here  set  forth  in  detail. 

Social  Security 

A.  Increase  in  Benefits  and  Minimums 

The  committee  made  several  greatly  needed  improvements  in  the 
social  security  provisions  of  H.R.  17550. 

The  5  percent  increase  in  benefits,  adopted  by  the  House,  was  stepped 
up  to  a  10  percent  increase.  The  committee  also  rightly  voted  to  pro- 
vide a  $100  minimum  social  security  benefit  level. 

With  these  increases,  H.R.  17550  became  an  acceptable  advance  this 
year  toward  fairness  in  our  social  security  program. 

B.  Workmen's  Compensation  Offset 

The  committee  made  certain  other  changes  in  the  House  bill  pro- 
visions regarding  social  security  which  were  undesirable. 

The  provision  in  the  House  bill,  amending  present  law  which 
requires  social  security  disability  benefits  to  be  reduced  when  work- 
men's compensation  is  also  payable  and  when  the  combined  payments 
exceed  80  percent  of  average  current  earnings  before  disablement, 
was  stricken. 

The  House  bill  called  for  a  reduction  in  benefits  by  the  amount  by 
which  the  combined  payments  under  both  programs  exceed  100  percent 
of  average  current  earnings  before  disability.  This  provision  should  be 
restored. 
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C.  FiXAXCIXG 

When  the  committee  finished  its  work,  it  had  voted  approximately 
$10  billion  in  additional  benefits.  It  then  turned  to  financmg.  _ 

I  believe  the  committee  was  mistaken  in  not  properly  takmg  into 
accoimt  the  presentlv  regressive  nature  of  the  social  seciirity  tax  system 
and  in  not  fully  considering  the  economic  impact  of  the  hnancmg 
arrangements  which  it  approved.  „-u-iu^ 

The  social  security  tax  svstem  is  not  as  nearly  based  upon  ability 
to  pav  as  is  the  Federal  income  tax.  There  is  an  upward  limit— 
nresentlv  ST.800,  and  S9,000  under  the  committee  bill— on  the  amount 
of  salary  which  is  taxed.  The  tax  is  in  a  fiat  rate  basis;  it  is  not 

^^llielieve  that  the  payroll  tax  under  social  security  has  reached  the 
saturation  point.  I,  therefore,  supported  an  effort  to  finance  a  portion 
of  benefits  from  general  revenue.  This  effort  failed. 

A^lternativelvfl  offered  a  financing  plan  which  would  make  the 
social  secimtv  tax  svstem  more  progressive  by  raising  the  wage  base  to 
^10  000  in  1971.  This  allows  actuarial  soundness  with  less  o±  an  m- 
creTse  in  the  tax  rate  over  a  period  of  years.  The  following  tab  e  ^^^ows 
the  financino-  i,lan  which  I  offered  and  which  was  rejected  b>  the 
committee.  As  indicated,  in  addition  to  providing  actuarial  sonnd^^^^^ 
over  the  long  term  in  each  of  the  funds  mvolvecl-OASDI,  health  in- 
surance and  the  new  catastrophic  health  insurance-the^plan  which  I 
offered  would  avoid  a  cash  deficit  in  any  year  m  any  ot  the  tunds. 


[In  percent] 


OASDI 

HI 

CI 

Total 

0.7 

4.8 

5.2 

6.25 

6.85 

7.25 

.8 
.9 

1.0 
1.0 
-.06 

0.3 
.35 
.35 
.4 
+.02 

Note:  The  excesses  of  income  over  outgo  resulting  from  this  schedule  follow: 

[In  millions  of  dollars] 

OASDI 

HI 

CI 

1,079 
97 
1,519 
2,843 

1,044 

589 

1,303 
851 

565 
403 

The  financing  plan  which  I  offered  would  also  provide  an  additional 
and  very  important  economic  impact.  It  would  postpone  an  increase 
in  the  tax  rate  from  4.8  to  5.2,  which  is  otherwise  scheduled  to  go  into 
effect  in  Januarv  1971  under  present  law.  Unless  this  rate  increase  is 
postponed,  it  will  have  a  seriously  dampening  effect  on  consumer 
demand  at  a  time  when  the  economy  is  much  too  sluggish  and  unem- 
plovment  intolerablv  high.  Stimulation  of  consumer  demand  through 
postponement  of  the  presently  scheduled  tax  rate  mcrease  and  througOi 
increased  benefits  would  not  be  inflationary  by  servmg  to  cause  ex- 
panded production  volume,  allowing  some  reduction  m  unit  costs. 
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The  revised  manner  in  which  Federal  budgets  are  now  made  up  and 
presented,  taking  into  account  income  and  expenditures  from  social 
security  and  other  trust  funds,  more  clearly  points  up  the  fiscal  im- 
pact of  decisions  concerning  social  security  benefits  and  rates. 

In  addition  to  the  right  of  social  security  beneficiaries  to  more 
adequate  benefits,  the  payment  of  increased  benefits  will  provide  a 
much-needed  increase  in  consumer  demand,  aiding  economic  recovery. 
This  fiscal  impact  should  not  be  offset  by  immediate  rate  increases, 
primarily  the  way  in  which  the  automatic  adjustment  of  the  benefits 
vent  an  annual  deficit  in  the  various  funds  or  to  provide  general  actu- 
arial soundness. 

D.  CosT-or-LiviNG  Increase 

The  committee  worked  long  and  hard  on  the  problem  of  how  to  in- 
sure that  the  purchasing  power  of  social  security  benefits  is  maintained. 
On  the  whole  the  committee  acted  wisely  in  this  regard;  however,  I 
disagree  with  some  aspects  of  the  automatic  adjustment  provisions — 
primarily  the  way  in  which  the  automatic  adjustment  of  the  benefits 
is  financed. 

The  committee  made  some  major  changes  in  the  automatic  adjust- 
ment provisions  that  were  proposed  by  the  administration  and  passed 
by  the  House  of  Representatives.  Many  of  the  changes  are  reasonable, 
but  some  aspects  of  the  provisions  agreed  to  by  the  committee  should 
be  changed  if  they  are  to  be  fully  acceptable  and  are  to  operate 
smoothly. 

There  are  two  major  difficulties  with  the  committee  provisions  con- 
cerning automatic  adjustment  of  social  security  benefits  and  automatic 
financing. 

First,  the  committee  bill  would  require  the  Secretary  of  Health, 
Education,  and  Welfare  to  promulgate  increases  in  both  social  security 
tax  rates  and  the  earnings  base  in  order  to  finance  the  automatic  in- 
creases in  benefits,  even  though  such  increases  in  social  security  taxes 
would  be  unnecessary  and  would  greatly  over-finance  the  program. 
Under  the  committee  bill,  whenever  an  automatic  cost-of-living  in- 
crease in  benefits  occurs,  the  Secretary  would  be  required  to  increase 
social  security  taxes.  Such  increases  in  taxes  would  not  be  necessary 
because  a  large  part  of  the  cost  of  the  automatic  benefit  increase  would 
be  met  from  rising  earnings  levels  without  increasing  either  the  tax 
rate  or  the  earnings  base. 

Second,  the  provision  for  automatic  increases  in  the  earnings  base 
as  wages  rise,  proposed  by  the  administration  and  passed  by  the  House, 
does  not  constitute  a  discretionary  delegation  to  the  executive  branch. 
The  increases  would  be  automatic  and  the  determination  of  the  amount 
would  be  routine  on  the  basis  of  social  security  wage  record  statistics. 

Under  the  committee  revision,  on  the  other  hand,  it  would  be  neces- 
sary for  the  Secretary  of  Health,  Education,  and  Welfare,  as  a  part 
of  the  automatic  provisions,  to  determine  both  the  short-range  and 
long-range  "cost"  of  each  automatic  benefit  increase,  and  we  would 
in  effect  be  turning  over  to  the  Secretary  of  Health,  Education,  and 
Welfare  the  tax-setting  function  of  the  Congress. 

The  provision  approved  by  the  House  would  merely  carry  out  auto- 
matically the  policy  which  the  Congress  has  been  following  on  an  ad 
hoc  basis  since  1950 — that  is,  periodically  increasing  the  social  security 
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earnings  base  so  as  to  cover  the  same  proportion  of  payroll  as  had 
been  covered  earlier,  when  wage  levels  were  lower.  As  wages  have  risen, 
the  $3,600  base  that  became  effective  in  1951  has  been  changed  by  the 
Congress,  in  steps,  to  $7,800 — as  it  would  have  been  under  the  auto- 
matic provisions.  It  is  important  to  increase  the  base  to  keep  up  to  date 
with  rising  wages,  not  only  from  the  standpoint  of  the  income  of  the 
program  but  to  prevent  a  deterioration  in  the  coverage  of  the  pro- 
gram. For  example,  a  job  which  paid  $3,600  in  1950  pays  around 
$9,000  today.  If  the  base  had  not  been  increased  over  the  years  the 
benefits  payable  to  a  man  in  such  a  job  would  provide  a  much  smaller 
proportion  of  wage  replacement  than  they  were  originally  intended 
to,  and  there  would  have  been  a  major  deterioration  in  the  protec- 
tion afforded  by  the  program.  If  the  base  is  kept  up  to  date  with  rising 
wage  levels,  there  will  be  little  if  any  need  for  an  increase  in  the  tax 
rate  to  cover  the  cost  of  the  automatic  cost-of-living  increase. 

The  House  provisions  in  this  regard  are,  therefore,  preferable  to 
the  provisions  adopted  by  the  Senate,  and  they  should  be  restored. 

The  House  bill  requires  the  Secretary  of  Health,  Education,  and 
Welfare  to  increase  social  security  benefits  any  January,  commencing 
January  1973,  if  he  finds  that  the  cost  of  living  has  increased  by  3 
percent  or  more  between  the  last  July-to-September  calendar  quarter 
preceding  a  secretarially  determined  benefit  increase  and  the  most  re- 
cent July-to-September  quarter.  The  automatic  increases  would  be  in 
addition  to  any  increases  which  might  be  passed  by  Congress.  The 
taxable  wage  base  would  increase  automatically  every  2  years  based 
on  increases  in  the  average  taxable  wages  after  1971. 

Medicare  and  Medicaid 

A.  Health  Maintenance  Organizations 

Medical  costs  have  risen  enormously.  There  are  many  causes  for 
this.  One  cause  is  the  greatly  increased  demand  for  medical  services 
without  a  concurrently  increased  supply  in  personnel  and  facilities. 

It  is  imperative  that  there  be  a  massive  increase  in  medical  and 
paramedical  personnel  and  in  medical  facilities.  The  shortages  are 
already  acute,  and  they  are  growing  alarmingly. 

It  is  also  vital  that  there  be  much  better  use  of  existing  personnel 
and  facilities.  Toward  that  end,  the  committee  approved  the  health 
maintenance  organization  concept  contained  in  H.R.  17550.  Under 
this  provision,  medical  payments  can  be  made  to  physicians  on  a  per 
capita  basis,  rather  than  on  a  fee-for-service  basis  only. 

This  provision  is  an  important  step  forAvard  toward  encouraging 
prepayment  for  group  medical  practice  and  toward  greater  emphasis 
on  preventative  medicine. 

B.  Professional  Standards  Review  Organization 

The  committee  adopted  a  proposal  to  establish  professional  stand- 
ards review  organizations  at  local  and  State  levels  throughout  the 
country  to  review  such  functions  as  examination  of  patient  and  prac- 
titioner profiles;  independent  medical  audits;  on-site  audits:  and  ^'he 
development  and  application  of  norms  of  care  and  treatment. 

The  Secretary  of  Health,  Education,  and  Welfare  would  be  required 
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to  enter  into  agreements  with  qualified  professional  standards  review 
organizations,  principally  local  medical  societies,  to  review  the  totality 
of  care  rendered  or  ordered  by  physicians  for  medicare  and  medicaid 
patients.  Where  medical  societies  are  unable  or  imwilling  to  undertake 
the  responsibility,  the  Secretary  could  contract  with  States  or  local 
health  departments  or  other  suitable  organizations. 

This  provision  has  a  laudable  purpose:  to  insure  quality  care  and 
to  hold  down  unnecessary  costs. 

However,  the  proposal  contains  many  unknown  and  unpredictable 
factors.  Further,  there  are  serious  objections  that  it  grants  organized 
medicine  too  much  control  over  utilization  of  facilities  and  payments 
of  claims. 

The  proposal  should  be  tested  before  Congress  puts  it  into  effect 
on  a  total  basis  as  the  committee  bill  would  do.  I  am  not  satisfied  that 
this  proposal  will  result  in  the  savings  which  have  been  claimed  by 
its  proponents,  nor  am  I  satisfied  that  the  review  procedure  is  the  best 
and  most  workable  which  can  be  devised. 

The  House  provisions  on  peer  review  should  be  strengthened,  and 
the  Senate  committee  provisions  should  be  stricken. 

C.  State  Maintenance  of  Effort 

Under  present  law  States  are  required  to  maintain  their  present 
financial  efforts  in  support  of  medicaid  and  are  required  to  build  to- 
ward comprehensive  medicaid  programs  by  1977. 

The  State  of  Missouri  asked  the  committee  to  pass  legislation  giving 
it  a  special  one-time  exemption  from  the  maintenance  of  effort  require- 
ment. The  committee  could  have  granted  this  special  request,  based 
upon  unique  circumstances,  without  upsetting  the  present  law. 

But  the  committe  went  far  beyond  the  Missouri  request  and  repealed 
the  entire  section  1902(d)  of  the  present  law,  under  which  States  are 
required  to  maintain  their  financial  efforts  under  medicaid.  The  House 
of  Representatives  had  previously  stricken  section  1903(e)  which 
requires  States  to  enact  comprehensive  medicaid  programs  by  1977. 

The  repeal  of  both  these  sections  is  most  unfortunate.  The  poor 
people  covered  by  medicaid  are  entitled  to  better  medical  attention 
and  care — not  less.  Their  needs  should  not  be  ignored  in  order  to 
slow  the  rising  costs  of  this  program  and  medical  care  generally.  Sec- 
tion 1902(d)  and  section  1903(e)  should  be  restored  in  the  bill. 

D.  Physical  Therapy 

The  House  bill  provides  for  reimbursement  of  up  to  $100  of  the 
cost  of  physical  therapy  on  an  outpatient  basis  in  the  office  of  an  in- 
dependent practitioner  under  part  B  of  medicare.  This  provision  was 
rejected  by  the  Senate  committee. 

A  great  many  beneficiaries  need  the  services  of  a  physical  therapist, 
and  these  services  can  often  best  be  performed  in  the  office  of  the 
therapist.  The  limited  reimbursement  that  the  House  approved,  which 
in  effect  puts  it  on  a  trial  basis,  should  be  reinstated  in  the  bill. 

E.  Blood  Replacement 

The  committee  rejected  a  proposal  to  eliminate  the  requirement  in 
the  present  law  for  a  medicare  patient  to  pay  for  or  replace  the  first 
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three  pints  of  blood  used  by  such  patient.  This  requirement  seenis 
unreasonable.  It  places  an  undue  burden  on  medicare  patients,  and  it 
should  be  eliminated. 

F.  Medicare  Premium  Increases 

The  premium  for  part  B,  supplementary  medical  insurance,  under 
medicare  has  increased  by  more  than  80  percent  in  the  last  4  years. 
Originally  the  premium  was  $3  a  month  per  person.  It  was  increased 
from  $4  to  $5.30  on  July  1,  1970.  For  those  hving  on  social  security, 
this  increase  is  almost  prohibitive  and  it  should  be  eliminated  if  the 
aim  of  medicare  is  to  be  realized. 

Welfare  Reform 

A.  Need  for  Reform 

During  the  past  few  years,  the  need  for  reform  of  our  welfare  sys- 
tem has  assumed  crisis  proportions.  Three  parallel  developments  have 
dramatized  the  urgency:  sharply  increasing  welfare  rolls,  growing 
recognition  of  the  inefficiency  and  failures  of  the  system  itself,  and 
ever  more  crippling  fiscal  burdens  on  States  and  localities. 

Neither  the  poor — a  group  that  is  widening  every  day  in  the  cur- 
rent economic  climate — the  Nation's  stability,  nor  any  pretense  to 
sound  social  policy  can  wait  longer  for  a  rational  income  maintenance 
system. 

This  case  has  been  made  so  often  and  so  convincingly  by  mayors. 
Governors,  welfare  administrators,  recipients,  social  scientists,  and 
political  figures  of  every  persuasion  that  there  is  no  need  for  it  being 
made  again. 

Toward  this  end,  I  introduced  with  seven  other  Senators  the  Na- 
tional Basic  Income  and  Incentive  Act,  S.  3433.  This  bill  calls  for  the 
federalization  of  the  presently  outdated,  unworking,  and  inhumane 
welfare  system,  replacing  it  with  a  Federal  income  maintenance  sys- 
tem. It  represents  a  significant  departure  from  our  present  thinking 
about  welfare  and  represents  true  reform. 

I  had  hoped  that  improvements  in  H.R.  16311  could  be  made  that 
would  move  the  family  assistance  plan  closer  to  the  concepts  of  the 
National  Basic  Income  and  Incentive  Act  and  real  reform.  Unfortu- 
nately, the  committee  moved  in  the  opposite  direction  and  was  willing 
to  approve  only  a  test  of  various  pilot  reform  programs. 

Passage  of  a  test  proposal  alone  will  surely  delay  congressional  con- 
sideration of  real  reform  for  at  least  3  years.  I  do  not  believe  that  the 
Nation  can  wait. 

There  is  good  reason  to  predict  that  the  number  of  families  and 
individuals  requiring  financial  aid  will  continue  to  increase,  that  State 
and  local  funds  crucially  needed  for  programs  to  reduce  dependency 
will  be  drained  by  the  demands  of  public  assistance,  that  the  inequities 
of  the  present  system  will  continue  to  demean  recipients  so  as  to  destroy 
their  incentive,  and  that  the  entire  Nation  will  suffer  from  a  welfare 
system  that  must  be  revised. 
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B.  Kequirements  for  Real  Eeform 

Perhaps  if  the  administration  had  been  willing  to  make  progressive 
changes  in  the  House-passed  version  of  the  family  assistance  plan, 
rather  than  regressive  changes  during  the  consideration  of  the  bill  by 
the  committee,  something  more  substantial  than  a  test  would  have 
been  reported  by  the  committee.  Elimination  of  mandatory  coverage 
of  families  headed  by  an  unemployed  father  (AFDC-UP)  and  elim- 
ination of  the  requirement  that  States  maintain  current  benefit  levels 
for  families  with  income,  provisions  that  were  in  the  President's 
original  welfare  reform  proposal,  weakened  support  for  the  bill  in 
the  committee  by  those  of  us  who  were  advocating  more  meaningful 
reform  of  our  welfare  system. 

A  failure  to  recognize  the  importance  of  requiring  the  minimum  or 
prevailing  wage,  whichever  is  higher,  also  weakened  support  for  the 
bill. 

While  I  do  not  believe  that  the  administration  has  gone  as  far  as 
it  should,  I  am  pleased  that  it  has  now  agreed  to  some  of  the  changes 
in  the  family  assistance  plan  which  Senator  McCarthy,  Senator  Rib- 
icoff  and  I  and  others  advocated.  The  changes  the  administration  has 
now  approved  are  embodied  in  the  amendments  offered  by  Senator 
Ribicoff  and  Senator  Bennett. 

I  believe  that  additional  improvements  can  and  should  be  made. 

Recognizing  that  Congress  is  not  willing  to  completely  federalize 
the  welfare  system  at  this  time,  a  goal  should  nevertheless  be  estab- 
lished for  moving  within  a  time  certain  toward  a  welfare  system  that 
is  federally  financed  and  administered.  Included  within  the  goal  should 
be  a  commitment  to  move  the  level  of  payment  to  an  adequate  income. 
Our  goal  is  to  assist  people  in  getting  out  of  poverty,  but  a  floor  at  a 
low  level,  instead  of  raising  families  out  of  poverty,  means  only  con- 
tinued poverty  with  little  prospects  for  breaking  out. 

Any  system  of  reform  should  also  require  that  the  prevailing  or 
minimum  wage,  whichever  is  higher,  should  be  paid  for  those  who 
are  forced  to  take  a  job.  Otherwise,  a  captive  work  force  with  insuffi- 
cient standard  of  wage  to  be  paid  will  be  available  to  employers,  and 
the  effect  will  be  to  keep  wages  so  low  that  millions  will  remain  in 
poverty  though  working  full  time. 

Any  version  of  the  family  assistance  plan  that  is  adopted  by  the 
Senate  should  not  require  mothers  with  school-age  children  to  work. 
Mothers  should  have  some  control  over  whether  day  care  centers  are 
good  enough  for  their  children. 

Furthermore,  a  provision  to  provide  for  cost-of-living  increases  in 
payments  to  recipients  should  be  adopted.  We  have  recognized  this 
principle  with  regard  to  those  who  are  receiving  social  security  pay- 
ments, and  the  same  arguments  can  be  made  in  support  of  providing 
cost-of-living  increases  for  those  on  public  assistance. 

Any  system  of  welfare  reform  should  also  fully  protect  the  rights  of 
present  recipients  and  of  applicants  to  insure  that  the  new  law  does 
not  create  different  classes  of  citizens. 

A  national  system  of  income  maintenance,  recognizing  the  needs 
of  the  working  poor,  setting  uniform  national  minimums  of  assistance 
and  removing  present  barriers  to  incentive  and  initiative  is  desperate- 
ly needed. 
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These  principles  can  and  must  be  embodied  in  real  welfare  reform, 
together  with  programs  which  assure  that,  through  expanded  public 
service  jobs  and  otherwise,  people  have  a  real  chance  to  get  a  job. 

C.  Regressive  Amendments 

Unfortunately,  the  committee  adopted  a  number  of  amendments 
to  our  present  system  that  are  regressive. 

The  most  disappointing  action  of  the  committee  was  the  barring  cf 
legal  service  laAvyers  from  representing  welfare  recipients.  Much  of 
the  work  of  these  lawyers  in  the  past  few  years  has  been  to  secure  bene- 
fits guaranteed  by  law,  but  not  received  by  poor  people  due  to  illegal 
regulations  and  administrative  practice. 

During  the  past  3  years  welfare  recipients  and  lawyers  associated 
with  federally  funded  legal  service  programs  have  compiled  a  remark- 
able record  of  service  to  poor  people.  Significant  court  decisions  have 
begun  to  nudge  the  welfare  system  toward  a  more  equitable  and  en- 
lightened program.  Cruel  and  demeaning  regulations,  irrelevant  to 
the  purposes  of  the  Social  Security  Act,  have  been  overturned  in  the 
courts. 

The  Finance  Committee  has  proposed  that  this  record  of  progress 
be  nullified.  This  restrictive  amendment,  adopted  by  the  committee, 
should  be  defeated. 

Other  undesirable  amendments  were  adopted  by  the  committee. 

The  committee  would  make  the  leaving  of  a  family  and  moving 
across  State  lines  a  Federal  misdemeanor.  This  is  an  unwarranted 
extension  of  Federal  police  power  into  intimate  aspects  of  family  life 
and,  in  view  of  the  State  laws  now^  regulating  this  subject,  would  prove 
to  be  unworkable. 

The  action  taken  by  the  committee  in  instituting  a  1-year  residency 
requirement  for  people  in  need  of  assistance,  was  likewise  regrettable. 
The  committee  provision  is  in  conflict  with  the  Supreme  Court's  opin- 
ion in  Shapiro  v.  Thompson^  394  U.S.  618,  in  which  it  was  held  that 
citizens  have  a  constitutional  right  to  travel  throughout  the  States  and 
that  welfare  eligibility  regulations  should  not  impede  that  right.  The 
committee  position  would  restrict  the  right  to  travel  precisely  in  the 
manner  prohibited  by  the  Court. 

The  committee  was  also  mistaken,  in  my  opinion,  in  resurrecting  the 
onerous  man-in-the-house  rule.  This  rule,  knocked  down  by  court  deci- 
sion, would  base  eligibility  not  on  actual  resources  but  on  imagined 
income  from  people  not  legally  obligated  to  support  the  children 
involved. 

Provisions  were  also  adopted  that  require  the  return  of  amounts 
paid  to  welfare  recipients  who  do  not  prevail  at  hearings ;  that  elim- 
inate progress  made  in  the  declaration  system;  that  cut  back  on  the 
Federal  assistance  now  available  to  families  with  a  father  in  the  home ; 
and  that  provide  eligibility  requirements  wholly  unrelated  to  the  need 
of  poor  children. 

Adoption  of  these  provisions  represents  a  step  backward  in  our 
efforts  to  devise  a  more  workable  and  humane  system  of  welfare — an 
entrenchment  of  old  myths  about  welfare  and  welfare  recipients  that 
should  have  been  cast  aside  years  ago. 
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D.  Aid  to  Aged,  Blind,  and  Disabled 

The  committee  made  substantial  changes  in  the  House  bill  with 
regard  to  benefits  for  the  aged,  blind  and  disabled.  The  House  bill 
provided  for  a  minimum  of  $110  a  month  for  single  individuals  and 
$220  for  couples.  The  committee  approved  $130  for  single  individuals 
and  $200  for  couples,  cashing  out  food  stamps. 

Taking  into  consideration  the  fact  that  an  increase  in  social  security 
benefits  reduces  Federal  and  State  expenditures  for  the  aged,  blind 
and  disabled — and  considering  their  great  and  growing  needs — ^the 
Senate  should  provide  for  a  minimum  of  at  least  $130  for  single  indi- 
viduals and  $230  for  couples,  not  cashing  out  food  stamps  for  these 
individuals. 

E.  Catastrophic  Health  Insurance  Plan 

A  critical  problem  has  arisen  because  of  the  rapidly  increasing  costs 
of  medical  care  that  have  left  90  percent  of  all  Americans  medically 
indigent.  No  one  questions  the  need  to  proA^ide  a  better  means  for  the 
average  American  citizen  to  finance  his  health  care. 

While  I  agree  with  the  objectives  of  the  catastrophic  health  insur- 
ance plan,  I  voted  against  attaching  the  plan  to  H.R.  17550.  When 
the  plan  was  presented  to  the  committee  for  consideration,  H.R.  17550 
was  already  heavily  loaded  with  extra,  and  in  some  instances  non- 
germane  amendments,  and  it  did  not  seem  appropriate  to  add  to  the 
bill  such  a  massive  new  health  program. 

The  problem  which  the  catastrophic  health  insurance  plan  seeks 
to  meet  is  pressing  and  must  be  solved.  But  it  does  seem  that  the  prob- 
lem could  be  more  appropriately  solved  in  a  broader  context  of  na- 
tional health  insurance  and  by  considering  the  whole  matter  in  a  more 
deliberate  and  careful  fashion. 

There  is  little  chance  that  any  such  new  program  as  this  can  be 
adopted  this  late  in  the  postelection  session  in  any  event,  and  the  at- 
tachment of  the  measure  to  the  already  overburdened  social  security 
bill  may  tend  to  defeat  the  bill  to  which  it  is  attached. 

The  chairman  is  to  be  congratulated  for  offering  a  solution  to  the 
crisis  and  for  urging  prompt  action.  With  his  interest  and  his  strong 
desire  to  see  legislation  enacted,  the  committee  should  give  this  matter 
prompt  attention  at  the  beginning  of  the  next  session.  At  that  time 
there  will  be  full  opportunity  to  give  attention  to  the  financing  of 
catastrophic  illness  costs  and  to  the  financing  of  all  health  care,  in- 
cluding the  need  for  an  urgent  and  massive  increase  in  medical  and 
paramedical  personnel  and  facilities. 

F.  Federal  Child  Care  Corporation 

There  is  a  great  shortage  of  quality  child  care  facilities  and  services. 
We  need  to  do  more  to  promote  the  development  of  increased  facilities 
and  services.  But  the  establishment  of  a  Federal  Corporation  is  not 
the  way  to  achieve  the  needed  results. 

The  Corportion  under  the  committee  bill  Avould  have  the  responsi- 
bility for  arranging  for  child  care  services  in  the  various  communities 
of  each  State.  Existing  public,  private  nonprofit,  and  proprietary  fa- 
cilities would  be  contracted  with  by  the  Corporation  to  serve  as  child 
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care  providers.  Pursuant  to  the  terms  of  the  provision  adopted  by  the 
committee,  the  Corporation  could  provide  child  care  services  in  its 
own  facilities. 

A  fee  would  be  charged  by  the  Corporation  for  its  services,  to  be 
paid  either  by  the  consumer  of  services  or  by  a  public  agency. 

I  have  grave  concern  about  this  approach  to  quality  child  care. 
Child  care  is  a  proper  subject  for  local  community  concern  and  plan- 
ning. The  Federal  Child  Care  Corporation  approaches  child  care 
needs  from  the  top. 

Parental  involvement  is  crucial  in  early  childhood  programs.  If 
the  parent  is  actively  involved,  there  will  be  a  positive  overlap  in  the 
home  and  the  community.  I  feel  that  this  would  be  unlikely  under  the 
operation  of  the  Federal  Child  Care  Corporation. 

I  question  whether  the  standards  set  out  in  the  bill  are  high  enough. 
These  standards,  coupled  Avith  the  striking  down  of  local  and  State 
regulations,  could  lead  to  purel}^  custodial  child  care. 

I  am  also  concerned  that  with  a  growing  number  of  commercial 
franchisers  entering  the  day  care  field,  a  great  tendency  would  exist 
for  the  Federal  Child  Care  Corporation  to  contract  with  these  fran- 
chise operations.  If  so,  this  could  lead  to  a  depersonalization  of  child 
care  services  and  eliminate  or  reduce  community  control  and  parental 
involvement — the  hallmarks  of  good  child  care. 

Child  care  has  not  received  proper  attention  from  the  Congress.  It 
should  be  a  matter  of  top  priority  for  the  next  session  of  the  Congress. 
We  must  soon  enact  major  legislation  which  will  provide  quality  child 
care  on  a  universal  basis,  not  stigmatized  by  welfare  alone,  not  con- 
trolled by  private  business,  but  controlled  by  the  local  community  and 
with  full  involvement  of  the  parents. 

The  provision  in  the  present  bill  does  not  meet  these  crucial  tests. 

Trade  Act  of  1970 

I  strongly  opposed  the  attachment  of  the  Trade  Act  of  1970,  H.E.. 
18970,  to  the  social  security  amendments.  Not  only  did  I  object  to  the 
Trade  Act  on  its  merits,  but  I  also  thought  it  unfortunate  to  reduce 
the  chances  of  passing  much-needed  welfare  reform  and  increases  in 
social  security  by  attaching  nongermane  legislation. 

I  have  general  objections  to  the  overall  thrust  of  the  Trade  Act,  as 
well  as  specific  objections  to  its  provisions.  First,  I  will  set  forth  my 
general  reservations  about  the  act. 

A.  Balance  or  Trade 

It  is  presently  estimated  that  in  1970  we  will  have  a  healthy  surplus 
of  over  $3  billion  in  our  trade  balance.  Last  year,  the  surplus  was 
under  $1  billion.  In  other  words,  this  year  our  exports  have  been 
growing  considerably  more  rapidly  than  imports. 

The  argument  that  U.S.  industry  is  becoming  increasingly  non- 
competitive, which  is  often  made  in  support  of  the  Trade  Act  of  1970, 
is  invalidated  by  these  figures.  This  would  therefore  seem  to  be  an 
especially  poor  time  to  risk  loss  of  export  markets  by  curtailing 
imports. 

Another  effect  of  quotas  which  would  be  imposed  under  this  bill 
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would  be  the  retardation  of  economic  growth  in  developing  nations. 
This  is  at  odds  with  our  larger  foreign  policy  to  encourage  the  strength 
and  growth  of  these  less  developed  countries. 

B.  Cost  to  Consumers 

E^cently,  Federal  Reserve  Board  Governor,  Andrew  Brimmer,  said 
that  the  textile  and  shoe  quotas  in  this  bill  would  cost  the  consumer  an 
extra  $3.7  billion,  and  that  these  costs  would  be  borne  disproportion- 
ately by  the  poor  because  they  must  spend  a  larger  share  of  their  in- 
come on  shoes  and  clothing  than  do  more  affluent  citizens.  Whatever 
the  merits  of  the  industries'  case — and  I  want  to  return  to  this — it 
would  seem  that  the  consumer  would  have  to  pay  a  very  heavy  price 
indeed  for  these  quotas. 

These  costs  could  multiply  if  other  consumer  items  were  subjected  to 
quotas  under  the  liberalized  escape  clause. 

C.  Impact  on  Inflation 

Much  attention  has  rightly  been  focused  on  the  economy  in  recent 
weeks.  The  inflation  alert,  the  President's  speech  to  the  NAM — all 
focus  on  the  real  danger  of  inflation.  Mr.  Arthur  Burns,  in  speaking 
on  measures  to  combat  inflation  last  week,  suggested  the  relaxation  of 
existing  quotas  on  imports.  This  comes  at  a  time  when  new  inflationary 
quotas  would  be  imposed  by  the  trade  bill.  We  obviously  cannot  have 
it  both  ways.  We  must  draw  the  line  and  choose  between  control  of 
inflation  and  protectionism. 

Another  voice  raised  in  opposition  to  the  import  restrictions  of  the 
bill  is  that  of  the  Chamber  of  Commerce  of  the  United  States.  The 
Chamber  has  urged  that  a  more  constructive  course  on  trade  legisla- 
tion be  charted  in  the  next  session  of  Congress. 

D.  Danger  or  Retaliation 

I  have  also  noted  in  the  press  an  increasing  number  of  statements 
made  by  officials  of  foreign  governments,  including  some  of  our  best 
customers — Canada,  Germany,  Latin  America,  Britain,  and  Mexico, 
to  name  a  few — concerning  the  possible  adverse  consequences  of  the 
enactment  of  the  trade  bill.  One  can,  of  course,  dismiss  these  state- 
ments as  bluffing,  on  the  assumption  that  other  countries  either  could 
not  or  would  not  dare  to  curtail  our  exports.  But  is  this  assumption 
necessarily  correct  ?  In  many  instances,  other  countries  would  be  able 
to  obtain  the  same  goods  of  comparable  quality  from  alternative 
sources.  Moreover,  other  countries  watch  their  trade  balance  with  the 
United  States  very  carefully  and  would  be  very  prone  to  reduce  their 
purchases  from  us  if  Ave  were  to  restrict  their  exports  to  this  country. 
Finally,  I  think  the  element  of  national  pride  would  be  at  work  here. 
If  they  feel — as  they  seem  to — that  the  textile  and  shoe  quotas,  for 
example,  are  unjustified,  then  they  will  naturally  want  to  strike  back. 
The  risk  of  an  old-fashioned  trade  war  is,  in  my  judgment,  severe. 
If  that  happens,  no  State  will  be  immune  from  its  effects.  In  testimony 
before  the  Finance  Committee,  the  National  Chamber  attributed  4  mil- 
lion American  jobs  to  total  United  States  exports.  The  wheat  farmers 
of  western  Oklahoma  have  made  Oklahoma  the  No.  3  wheat  exporting 
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State  in  the  Nation.  A  generation  of  eastern  Oklahomans  have  pinned 
high  hopes  on  the  Arkansas  Kiver  Basin  project  which  the  late  Senator 
Kerr  spent  so  many  years  helping  to  develop  into  a  navigable  access 
to  world  commerce.  All  of  these  stand  in  real  jeopardy  in  the  face  of 
restrictive  trade  policies. 

E.  Renewal  of  Textile  Negotiations 

The  trade  bill  was  approved  by  the  House  Ways  and  Means  Com- 
mittee after  the  Secretary  of  Commerce  announced  that  the  United 
States-Japanese  textile  negotiations  had  broken  down  and  that  the 
administration  therefore  reluctantly  supported  legislative  quotas.  In 
the  past  weeks,  however,  these  negotiations  have  been  resumed.  There 
is  admittedly  no  assurance  that  these  negotiations  will  be  successful 
either  in  the  short  or  long  run.  But  the  fact  of  their  resumption  is 
surely  significant  and  affords  further  reason  for  pause  in  considering 
the  trade  bill.  The  Japanese  Government  feels  an  early  voluntary 
agreement  is  desirable  because  if  there  is  no  agreement  and  no  legis- 
lation is  passed  this  year.  Congress  may  pass  even  more  restrictive 
legislation  next  year. 

F.  Textile  and  Shoe  Quota 

To  the  best  of  my  knowledge,  there  has  been  no  objective  determina- 
tion that  imports  are  causing  or  threatening  serious  injury  to  the  do- 
mestic textile  industry.  Of  course,  the  industry  itself  makes  vehement 
allegations  of  jobs  eliminated  and  production  lost  because  of  imports. 
But  has  any  reasonable  independent  body  like  the  United  States  Tariff 
Commission  ever  come  to  that  conclusion?  I  would  emj)hasize  that  I 
am  not  asserting  that  there  are  no  parts  of  the  textile  industry  that 
may  be  injured  by  imports.  I  am  rather  asking  for  evidence  that  there 
is  a  serious  import-related  problem  affecting  the  entire  industry. 

In  the  face  of  such  evidence,  action  is  certainly  required.  Full  use 
of  present  legal  remedies  should  be  made.  Stronger  and  more  aggres- 
sive diplomatic  initiatives  by  the  administration  could  result  in  volun- 
tary limitations  on  specified  imports. 

However,  statistics  from  the  American  Textile  Manufacturers  In- 
stitute reflect  that  annual  textile  exports  have  expanded  by  $200  mil- 
lion over  the  past  12  years.  More  U.S.  employees  are  engaged  in  mak- 
ing textile  mill  products  now  than  in  any  year  except  1968.  The  num- 
ber of  employees  engaged  in  apparel  manufacturing  is  at  an  all  time 
high.  Net  sales,  both  in  textiles  and  apparel,  are  the  highest  ever, 
nearly  doubling  1960  figures.  Taken  as  a  whole,  these  facts  do  not  sup- 
port allegations  of  a  severely  depressed  industry,  requiring  emergency 
legislation.  In  the  absence  of  impartial  evidence  of  harm  from  im- 
ports, I  must  question  the  need  for,  and  the  wisdom  of,  unilateral  tex- 
tile quotas,  especially  in  view  of  their  cost  to  the  consumer  and  the 
possibility  that  the  United  States-Japanese  negotiations  may  be 
successful. 

As  for  shoes,  a  task  force  of  the  administration  itself  concluded  just 
several  months  ago  that  there  is  no  justification  for  quotas.  Neverthe- 
less, the  President  has  asked  the  Tariff  Commission  to  determine 
whether  imports  are  causing  or  threatening  serious  injury  to  the  do- 
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mestic  industry.  This  is  the  proper  way  in  my  judgment  to  develop  a 
sound  basis  for  informed  and  intelligent  action  concerning  imports. 

G.  Escape  Clause  Provisions 

Another  provision  of  the  trade  bill  that  is  very  troublesome  is  the 
amended  escape  clause,  which  has  traditionally  authorized  the  Presi- 
dent to  impose  higher  tarilTs  or  quotas  on  imports  found  to  be  injuring 
a  domestic  industry.  The  following  aspects  of  the  new  escape  clause 
are  open  to  serious  question. 

First,  under  the  trade  bill  the  Tariff  Commission  would  have  to 
determine  whether  imports  are  a  "substantial"  cause  of  serious  injury. 
Instead  of  "substantial,"  present  law  reads  "major"  and  the  adminis- 
tration's bill  would  have  substituted  "primary."  These  may  sound  like 
semantic  quibbles,  but  the  difference  between  "primary"  and  "substan- 
tial" could  spell  the  difference  between  a  reasonable  and  a  promiscuous 
use  of  the  escape  clause. 

Second,  the  bill  resurrects  the  concept  of  geographic  segmentation, 
which  permits  the  Tariff  Commission  to  carve  up  an  industry  and 
artificially  select  just  that  portion  that  will  maximize  the  chance  of 
an  affirmative  finding  of  injury.  The  Tariff  Commission  would  be  given 
the  license  to  do  so  even  though  it  made  no  economic  sense  and  even 
though  the  companies  and  w^orkers  concerned  were  in  fact  able  to  make 
a  successful  adjustment  to  whatever  import  problem  may  have  existed. 
One  of  the  important  features  of  the  Trade  Expansion  Act  of  1962 
was  its  repeal  of  the  geographic  segmentation  provision.  Its  resurrec- 
tion is  a  major  threat  to  an  enlightened  foreign  trade  policy. 

H.  Foreign  Import  Restrictions 

The  committee  has  gone  even  further  than  the  House  bill  in  mak- 
ing section  252  of  the  Trade  Expansion  Act  of  1962  a  protectionist 
device.  At  the  present  time,  section  252  authorizes — but  does  not  re- 
quire— the  President  to  impose  new  restrictions  on  imports  from 
countries  that  are  illegally  or  unreasonably  restricting  our  exports. 
The  key  issue,  of  course,  is  who  determines  whether  a  foreign  import 
restriction  is  illegal  or  unreasonable.  The  right  of  any  member  of  the 
GATT  to  impose  new  restrictions  is  severely  restricted  by  that  agree- 
ment— as  it  should  be  if  any  order  in  international  trade  is  to  be 
preserved. 

Under  the  committee's  bill,  the  Secretary  of  Commerce  would  de- 
termine if  a  foreign  import  restriction  is  illegal  or  unreasonable.  If 
he  made  an  affirmative  finding,  the  President  would  be  authorized  to 
work  out  a  solution  with  the  foreign  country  concerned.  If  he  could 
not  in  3  months,  then  he  would  have  to  take  retaliatory  action.  This 
is — pure  and  simple — another  radical  violation  of  the  GATT  and  an- 
other example  of  a  blind  attitude  that  somehow  the  United  States  can 
flout  the  rules  of  the  game  and  get  away  with  it. 

1.  Status  of  GATT 

The  committee  struck  the  new  separate  authorization  for  appropria- 
tions to  finance  our  annual  contribution  to  the  GATT.  This  will  prob- 
ably not  seriously  jeopardize  future  appropriations,  since  there  is  a 
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general  authorization  available  in  the  organic  legislation  of  the  De- 
partment of  State.  But  it  is  obviously  a  vote  of  no  confidence  in  the 
only  international  organization  that  offers  any  hope  of  maintaining 
and  strengthening  a  fair  world  trading  system. 

The  committee  struck  the  provision  on  the  ground  that  it  would 
give  "statutory  recognition  of  the  GATT,  which  has  never  been  sub- 
mitted to  the  Congress  for  approval."  The  fact  is  that  the  GATT  is  a 
valid  executive  agreement,  concluded  pursuant  to  the  authority  of 
section  350  of  the  Tariff  Act  of  1930.  As  a  statutory  executive  agree- 
ment, it  need  not,  of  course,  be  submitted  to  the  Congress  for  approval. 
This  question  dealt  with  extensiA^ely  in  a  1956  memorandum  of  the 
Legal  Adviser  of  the  State  Department  to  the  then  chairman  of  the 
Ways  and  Means  Committee  (see  H.  Kept.  2007,  84:th  Cong.,  second 
sess.,  113-131  (1956)). 

J.  American  Selling  Price 

The  committee  struck  the  provision  in  the  House  version  that  would 
have  provided  for  the  elimination  of  the  American  selling  price 
(ASP)  system  of  customs  valuation  as  it  relates  to  benzenoid  chem- 
icals. This  system  has  been  found  to  be  without  justification  by  both 
the  Johnson  and  Nixon  administrations,  and  the  United  States  is 
pledged  to  seeking  its  abolition  in  one  of  the  agreements  concluded  in 
the  Kennedy  Eound.  If  this  system  is  not  to  be  abolished,  there  is  little, 
if  any,  hope  of  making  further  progress  for  some  years  to  come  in  the 
field  of  nontariff  barriers.  Once  again,  the  blind  approach  is  at  work : 
Let  other  countries  remove  their  nontariff  barriers,  while  we  stand  pat. 

K.  Failure  To  Take  Positive  Action 

Beyond  the  positive  and  enormous  harm  done  by  the  bill,  it  also 
fails  to  seize  critical  opportunities  to  move  ahead : 

( 1 )  Tariff -Reducing  Authority. — The  House  bill  by  clear  legislative 
history  and  the  committee's  bill  by  express  statutor}^  language  would 
give  the  President  new  tariff  reducing  authority  only  for  the  purpose 
of  granting  compensatory  tariff  concessions  when  we  increase  import 
restrictions  under  the  escape  clause  or  by  some  other  means.  In  other 
words,  this  is  an  authority  that  at  best  permits  us  to  stand  in  the  same 
place,  but  envisages  no  further  net  reduction  in  tariffs. 

The  Kennedy  Round  was  concluded  in  1967  and  the  last  tariff  reduc- 
tions agreed  to  will  take  place  on  January  1, 1972.  Isn't  it  time  to  give 
the  President  the  authority  to  start  moving  again  in  lowering  trade 
barriers?  How  can  the  momentum  of  trade  liberalization  be  main- 
tained if  the  past  leader  of  that  eff  ort  is  powerless  I  And  especiall}^ 
in  the  trade  field,  the  absence  of  progress  only  invites  retrogression. 

(2)  Non-Tariff  Barriers. — Even  with  the  provision  authorizing  the 
elimination  of  ASP,  the  House  bill  failed  to  provide  for  negotiations 
on  nontariff  barriers,  though  everyone  agrees  that  this  is  the  single 
most  serious  problem  in  the  trade  field.  As  it  stands  now,  the  President 
must  act  at  his  peril  if  he  acts  at  all.  On  the  one  hand,  he  can  negotiate 
on  nontariff  barriers  without  any  prior  congressional  approval  and 
sim])ly  hope  that  the  Congress  will  provide  the  necessary  implementing 
legislation  after  the  fact.  The  handling  of  ASP,  of  course,  affords 
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little  encouragement.  On  the  other  hand,  the  President  can  request 
specific  authority  before  beginning  any  particular  negotiations  on  non- 
tariff  barriers.  The  Congress  may  then  so  circumscribe  his  authority 
as  to  render  it  valueless  or  give  him  none  at  all,  since  it  has  not  yet 
seen  what  reciprocal  advantages  it  might  afford  the  United  States. 

The  only  way  I  can  see  out  of  this  dilemma  is  to  have  the  Congress 
give  the  President,  perhaps  in  the  form  of  a  resolution,  the  "license" 
to  negotiate,  while  reserving  all  of  its  authority  to  pass  upon  any 
necessary  implementing  legislation.  This  would  at  least  give  the  Presi- 
dent the  encouragement  he  does  not  now  have  to  tackle  nontariff 
barriers  and  attempt  to  commence  an  international  negotiation  on 
the  subject. 

1.  Conclmion 

The  total  effect  of  the  trade  bill  is,  in  my  judgment,  antagonistic  to 
constructive  ways  of  dealing  with  the  current  problems  in  interna- 
tional trade.  It  assumes  that  the  United  States  can  take  unjustified 
and  indeed  illegal  actions  and  somehow^  get  away  with  them,  without 
provoking  retaliation  or  undermining  the  world  trading  system.  This 
seems  to  me  to  be  a  hopelessly  naive  and  false  assumption.  It  is  my 
opinion  that  if  the  Senate  will  seriously  consider  how  harmful  the 
present  trade  bill  is  and  how  great  is  the  need  for  a  constructive  trade 
bill,  then  we  may  still  have  the  time  to  avert  the  appalling  conse- 
quences of  a  return  to  protectionism  both  in  this  country  and  through- 
out the  world. 

I  re-emphasize  that  I  am  concerned  about  the  allegations  of  serious 
injury  resulting  from  imports  being  voiced  by  the  textile  and  other 
industries.  Present  law  provides  for  remedies  in  such  cases.  Full  use 
of  present  provisions  should  be  employed  where  need  is  indicated. 
Adjustment  assistance  should  be  used  to  ease  the  conversion  of  indus- 
tries and  jobs  in  cases  requiring  such  relief.  Diplomatic  negotia- 
tions should  be  pressed.  Lastly,  the  Congress  should  carefully  and 
deliberately  consider  additional  thoughtful  trade  legislation,  which  is 
in  keeping  with  our  past  policies  of  free  trade  and  which  does  not 
violate  international  agreements  which  we  have  previously  made. 

I  attempted  twice  in  the  committee  to  have  the  trade  bill  stricken 
from  the  social  security  bill.  I  will  renew  this  effort  on  the  floor  of 
the  Senate.  Should  this  motion  fail,  I  intend  to  offer  a  series  of  amend- 
ments to  improve  the  Trade  Act. 

Conclusion 

All  of  the  legislative  proposals  included  in  H.E.  17550  are  in  need 
of  thoughtful  legislative  consideration.  My  opposition  to  specific  pro- 
posals in  the  bill  by  no  means  indicated  a  lack  of  concern  for  respon- 
sible action  on  the  problems  raised  thereby.  But,  it  is  too  late  in  this 
post-election  Congress  to  hope  for  any  fruitful  action  on  so  many 
diverse  issues  placed  under  the  same  umbrella. 

Therefore  it  is  imperative,  as  I  have  set  forth  in  these  separate 
views,  that  the  Senate  in  the  remaining  days  devote  its  time  to  improv- 
ing our  social  security  and  related  programs  and  to  meaningful  reform 
of  our  failing  welfare  system.  The  other  matters  can  and  should  be 
set  aside  for  consideration  by  the  next  Congress. 

Fred  R.  Harris. 


XV.  ADDITIONAL  VIEWS  OF  MR.  WILLIAMS  OF  DELA- 
WARE AND  MR.  CURTIS 


We  believe  that  there  should  be  some  social  security  legislation  at 
this  time.  We  favor  an  increase  in  the  benefits,  including  special  con- 
sideration to  those  social  security  recipients  who  are  receiving  the 
smaller  amounts. 

There  is  also  a  need  for  certain  corrective  amendments  in  reference 
to  medicare  and  medicaid.  There  are  some  changes  that  need  to  be 
made  that  Avill  be  beneficial  to  the  patients  involved  and  also  to  the 
local  hospital  boards  and  the  States.  There  are  some  changes  in  ref- 
erence to  welfare  that  are  urgently  needed  by  local  governments  and 
States  in  order  to  properly  administer  the  program. 

H.R.  17550  and  the  amendments  recommended  by  the  Senate  Com- 
mittee on  Finance  do  some  of  these  things  and  meet  some  urgent 
needs.  However,  the  bill  as  it  comes  from  the  Committee  on  Finance 
goes  too  far.  It  involves  many  costly  features  which  will  eventually 
lead  to  a  tax  burden  greater  than  should  be  imposed  upon  the  employ- 
ees, employers,  and  self-employed  persons,  and  therefore  we  cannot 
support  it  in  its  present  form. 

John  J.  Williams. 
Carl  T.  Curtis. 
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XVL  SEPARATE  VIEWS  OF  MR.  MILLER 


I  deeply  regret  that  this  bill,  with  many  good  features,  has  become 
so  overloaded  that  I  cannot  in  good  conscience  support  it  as  it  now 
stands. 

First,  trade  legislation,  which  could  hardly  be  considered  germane 
to  the  subject  of  social  security,  was  tacked  onto  the  bill  as  an  amend- 
ment after  only  brief  hearings.  Although  the  amendment  represents 
some  degree  of  improvement  over  the  House-passed  trade  bill,  it  goes 
too  far.  For  example,  by  a  vote  of  9-8,  the  committee  rejected  my 
amendment  to  delete  the  quota  provisions  relating  to  shoes.  And  this 
notwithstanding  the  fact  that,  as  Stanley  Nehmer,  Deputy  Assistant 
Secretary  of  Commerce  for  Resources,  pointed  out  (See  Congressional 
Record  for  December  3,  page  S19294)  the  difference  in  size  of  the 
problems  of  textiles  (30,000  firms)  and  shoes  (675  firms)  is  so  different 
that  they  do,  in  fact,  take  on  a  difference  in  kind.  He  noted  that  the 
loss  of  100,000  jobs  in  the  textile  industry  from  Januaiy  through 
September  of  this  year  equals  50  percent  of  the  total  employment  in 
the  non- rubber  footwear  industry. 

In  any  event,  trade  legislation  of  the  magnitude  of  the  present 
amendment  should  stand  on  its  own  two  feet  rather  than  ride  piggy- 
back on  a  legislative  vehicle  whose  importance  might  transcend  the 
undesirable  features  of  trade  proposals. 

Second,  the  increase  in  the  minimum  social  security  benefits  from 
the  present  $64  per  month  to  $100  per  month  at  an  annual  cost  of  $1.5 
billion  to  the  social  security  trust  fund  is  inequitable.  Acting  impul- 
sively on  the  simplistic  plea  that  "no  one  can  live  on  sixty  four  dollars 
a  month",  the  Senate  last  December  adopted  such  an  amendment  to 
the  Tax  Reform  Act  of  1969.  This  was  quickly  disposed  of  by  the 
House  Conferees  during  the  conference  on  the  bill  who  noted  that  a 
large  number  of  the  recipients  of  the  social  security  minimum  already 
receive  benefits  from  one  or  two  other  pensions — civil  service  retire- 
ment, state  and  local  retirement,  or  private  corporation  retirement; 
and  that  state  old  age  assistance  payments  prevent  anyone  from  hav- 
ing to  live  on  $64  per  month.  Instead  of  applying  the  proposed  10 
percent  increase  in  social  security  benefits  across  the  boards  to  include 
the  present  minimum,  which  would  mean  an  increase  from  $64  to 
$70.40  per  month,  the  bill  provides  an  increase  in  the  minimum  to 
$100 — regardless  of  need — at  a  cost  to  the  taxpayers  of  $1.5  billion 
per  year. 

Worse  yet,  this  $1.5  billion  plus  also  the  amount  needed  to  cover 
a  10  percent  increase  in  the  minimum  would  be  paid  for  by  those 
paying  social  security  taxes  into  the  social  security  trust  fund.  Inas- 
much as  those  who  receive  the  "minimum"  have  not  paid  taxes  suffi- 
cient to  cover  their  benefits,  the  load  is  thrown  on  those  who  are 
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already  paying  taxes  sufficient  to  cover  their  benefits.  In  short,  most 
of  the  minimum  social  security  benefits  provided  by  the  bill  repre- 
sents welfare — not  tax  paid  insurance.  It  should,  therefore,  be  paid 
out  of  the  general  fund  of  the  Treasury.  Moreover,  as  welfare,  the 
payments  should  be  made  on  the  basis  of  need,  taking  into  account 
other  resources  of  the  recipient. 

The  bill  makes  no  attempt  to  order  our  priorities.  Instead,  it  con- 
tains all  major  social  security  proposals — the  10  percent  increase,  the 
increase  to  $100  in  the  minimum,  and  coverage  of  catastrophic  illness 
and  disease.  It  would  seem  that  the  single  most  urgent  action  to  be 
taken — one  that  should  have  been  taken  long  ago,  before  medicare  and 
medicaid — is  coverage  of  catastrophic  illness  and  disease.  Also,  it  is 
only  fair  to  bring  social  security  benefits  into  line  with  increases  in 
the  cost  of  living  which  have  occurred  since  benefits  were  last  in- 
creased. It  would  appear  that  this  would  fall  somewhere  between  the  5 
percent  increase  provided  by  the  House  and  the  10  percent  increase 
provided  by  the  Senate  Finance  Committee.  The  increase  in  the 
"minimum" — particularly  the  $1.5  billion  needed  to  go  beyond  a  cost- 
of-living  increase — is  inequitable  and  excessive. 

Those  who  would  be  paying  the  bill  should  know  what  lies  in  store 
for  them.  The  tax  base  would  be  raised  from  $7,800  to  $9,000,  with  the 
following  rate  changes: 

TAX  RATES  ON  BOTH  EMPLOYER  AND  EMPLOYEE 
[In  percent] 

Under  the  bill 

Under  Under        without  $100 


Year  present  law  the  bill  minimum 


1970   4.8  

1971   5.2  5.2  5.1 

1972....   5.2  5.5  5.4 

1973-74     5.65  5.6  5.5 

1975   5.65  6.35  6.35 

1976-79   5.7  6.35  6.35 

1980-85    5.8  7.0  7.0 


TAX  RATES  ON  SELF-EMPLOYED  PERSONS 


1970  -     6.9  

1971   7.5  7.4  7.3 

1972   7.5  7.7  7.6 

1973-74.   7.65  7.8  7.7 

1975   7.65  18.35  18.35 

1976-79   7.7  18.35  18.35 

1980-85   7.8  18.5  i8.5 


1  Additional  costs  of  cash  benefits  are  borne  by  employer-employee  rax  revenue  because  of  7  percent  limitation  on  tax 
for  underwriting  cash  benefits.  Excess  over  7  percent  is  attributable  to  financing  medicare  and  catastrophic  coverage. 
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Applying  these  various  rates  to  the  ''maximum"  tax  base  of  $7,800 
(under  present  law)  and  $9,000  under  the  bill  would  result  in  the 
following  maximum  tax: 

MAXIMUM  TAX  ON  BOTH  EMPLOYER  AND  EMPLOYEE 


Under  the  bill 
Under  Under     without  $100 

Year  present  law  the  bill  minimum 


1970      $374.40    

1971   405.60  $468.00  $459.00 

1972   405.60  495.00  486.00 

1973-74   440.70  504.00  495.00 

1975    440.70  571.50  571.50 

1976-79   444.60  571.50  571.50 

1980-85   452.40  630.00  630.00 


MAXIMUM  TAX  ON  SELF-EMPLOYED  PERSONS 


1970    $538.20   

1971     585.00  $666.00  $657.00 

1972    585.00  693.00  684.00 

1973-74   596.70  702.00  693.00 

1975   596.70  751.50  751.50 

1976-79   600.60  751.50  751.50 

1980-85   .-  -.   608.40  765.00  765.00 


Although  I  believe  that  most  people  will  be  willing  to  pay  increased 
taxes  to  assure  cost-of-living  increases  in  social  security  benefits,  a 
reasonable  degree  of  medicare  coverage,  and  coverage  under  the  cata- 
strophic illness  and  disease  program,  we  have  reached  the  point  of  a 
taxpayers'  revolt  against  tax  increases  which  are  used  to  fund  low- 
priority  and  unnecessary,  untimely,  or  inequitable  social  security 
benefits. 

Jack  Miller. 


XVII.  SEPARATE  VIEWS  OF  MR.  JORDAN  OF  IDAHO 


Provisions  of  this  bill  which  are  of  overriding  importance  are  those 
increasing  social  security  benefits  by  10%  and  increasing  veterans 
pensions  up  to  9%.  These  increases  are  necessary  to  help  social  security 
beneficiaries  and  veteran  pensioners  to  keep  up  with  the  rising  cost  of 
living  which  has  been  eroding  the  purchasing  power  of  their  fixed 
incomes.  Regardless  of  the  fate  of  the  many  and  varied  other  pro- 
visions of  the  bill,  it  is  essential  that  Congress  act  on  these  benefit 
increases. 

The  trade  provisions,  on  the  other  hand,  do  not  appear  to  me  to  be 
either  necessary  or  desirable.  I  am  not  convinced  that  the  beneficial 
effects  claimed  by  the  proponents  of  this  legislation  would  not  be 
greatly  outweighed  by  the  unfavorable  consequences  which  it  could 
bring  about  for  the  international  trading  position  of  the  United 
States.  The  restrictive  quota  provisions  may  invite  retaliation  in  kind 
from  other  nations,  especially  the  Common  Market  nations  and  Japan. 
Such  retaliation  would  seriously  jeopardize  U.S.  exports,  particularly 
agricultural  exports. 

In  recent  years  a  major  contributor  to  our  balance  of  payments  and 
to  national  and  regional  economies  has  been  agriculture.  In  fiscal  year 
1970  record  commercial  sales  for  dollars  pushed  total  agricultural 
exports  past  the  $6.6  billion  mark.  U.S.  exports  to  Japan  alone 
reached  $1.09  billion  in  1969/1970 — the  first  time  that  such  exports 
to  a  single  country  have  surpassed  the  billion  dollar  level.  The 
economy  of  my  own  State  was  boosted  by  about  $64  million  in  1969/ 
1970  through  agricultural  exports.  American  agriculture  has  achieved 
these  results  only  through  sustained  and  intensive  work  to  develop  and 
maintain  foreign  markets  and  we  cannot  afford  to  jeopardize  these 
markets  by  enacting  restrictive  quota  legislation. 
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XVIII.  ADDITIONAL  VIEWS  OF  MR.  HANSEN  ON  THE 
TRADE  ACT  OF  1970 

I  support  the  Trade  Act  of  1970  as  adopted  by  the  Committee  on 
Finance  as  an  amendment  to  H.R.  17550. 

The  so-called  Trade  Act  of  1970  has  been  misrepresented  and  mis- 
understood by  the  public  media  and  by  its  opponents.  It  is  not  a 
highly  restrictive,  "protectionist"  trade  measure.  On  the  contrary,  it 
would  achieve  much  needed  reform  in  our  current  trade  laws  which 
would  preserve  Amer*ican  jobs  for  American  labor  and  insure  that 
industries  which  are  suffering  from  excessive  and  unfair  foreign 
competition  will  be  given  an  opportunity  to  survive  as  viable  entities 
in  the  United  States.  What  does  the  Trade  Act  of  1970,  as  adopted  by 
the  committee,  accomplish  ? 

First,  it  revises  our  "escape  clause"  and  "adjustment  assistance 
provisions,"  very  much  along  the  lines  that  were  proposed  by  Presi- 
dents Johnson  and  Nixon,  so  that  industries,  firms,  and  workers  who 
are  seriously  or  severely  injured  by  increased  imports  could  receive 
the  relief  to  which  they  are  entitled.  Contrary  to  published  reports 
the  committee's  amendment  on  tariff  adjustment  and  adjustment  as- 
sistance is  completely  compatible  with  international  obligations  of  the 
United  States  and  gives  the  President  great  flexibility  in  determining 
the  adequate  remedy. 

Second,  the  Trade  Act  of  1970  would  broaden  the  President's  au- 
thority to  deal  with  unfair  trade  practices  including  foreign  subsidies, 
dumpling  or  price  discrimination  and  other  discriminatory  acts  against 
American  exporters. 

Third,  it  would  provide  the  President  with  tariff  cutting  authority 
of  up  to  20  percent  to  meet  certain  international  obligations  whenever 
an  action  on  our  part  would  affect  a  trade  concession  granted  by  the 
United  States. 

Fourth,  it  would  impose  quotas  on  textile  and  footwear  articles 
unless : 

(a)  The  President  found  that  it  was  not  in  the  national  in- 
terest ; 

( h )  The  President  found  that  such  imports  were  not  disrupting 
the  United  States  market ; 

(c)  The  President  found  that  such  imports  were  needed  to 
stem  inflationary  pressures ;  or 

(d)  The  President  was  able  to  conclude  voluntary  agreements 
with  foreign  countries. 

Thus,  the  quota  provisions  are  entirely  flexible  and  would  likely 
never  take  effect  if  foreign  countries  reasonably  regulated  their  exports 
of  these  sensitive  products  to  the  United  States. 

Fifth,  the  Trade  Act  of  1970  would  establish  the  policy  that  when- 
ever imports  threaten  to  jeopardize  the  national  security  the  Presi- 
dent should  impose  quantitative  restrictions  (import  quotas)  to  regu- 
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late  such  imports  to  a  level  commensurate  with  the  preservation  of  the 
national  security.  I  will  go  into  more  detail  on  this  provision  later 
in  this  statement. 

Sixth,  the  Trade  Act  of  1970  would  maintain  the  independence 
of  the  Tariff  Commdssion  from  excessive  executive  influence  and  con- 
trol, which  is  in  keeping  with  the  congressional  intent  for  the  estab- 
lishment of  the  Tariff  Commission  in  1916. 

Seventh,  the  Trade  Act  of  1970  would  authorize  and  direct  the 
President  to  conduct  a  number  of  thorough  studies  on  the  adequacy 
of  international  agreements  and  Avith  respect  to  certain  outstanding 
problems  in  the  field  of  international  trade. 

Eighth,  the  Trade  Act  of  1970  gives  the  President  a  stronger  nego- 
tiating position  to  achieve  complete  free  trade  in  automobiles  between 
the  United  States  and  Canada  w^hich  was  originally  intended  by  the 
U.S.-Canadian  Automobile  Agreement. 

Finally,  the  Trade  amendment  would:  (a)  require  the  Secretary 
of  Commerce  to  provide  more  accurate  statistics  on  foreign  trade;  (b) 
impose  certain  quantitative  restrictions  on  mink  and  glycine;  and  (c) 
close  a  loophole  in  the  current  meat  quota  law. 

I  am  particularly  concerned  with  the  national  security  provision 
of  this  bill  w^hich  has  been  particularly  maligned  by  its  opponents. 
In  the  first  place,  let  me  describe  what  the  provision  accomplishes. 
Under  present  law,  if  the  Director  of  the  Office  of  Emergency  Pre- 
paredness should  find  that  imports  of  a  particular  commodity  were 
threatening  to  impair  the  national  security,  he  shall  so  report  to  the 
President  who,  if  he  agrees  with  the  Director's  finding,  would  have 
authority  to  take  whatever  action  he  deems  necessary  to  adjust  imports 
in  order  to  safeguard  the  national  security.  In  other  words,  the  Presi- 
dent has  complete  flexibility  under  the  present  statute. 

There  is  much  logic  in  the  position  that  whenever  a  national  security 
issue  is  involved  because  of  imports,  imports  should  be  regulated  in  such 
a  way  as  to  prevent  them  completely  inundating  the  domestic  market 
and  thus  driving  out  United  States  productive  capacity  or  severely 
impairing  the  ability  of  the  domestic  industry  to  meet  our  civilian  and 
military  needs  in  case  the  foreign  source  of  the  material  was  cut  off. 
This  implies  that  a  certain  amount  of  stability  in  the  level  of  importa- 
tions is  necessary  to  accomplish  the  national  security  objective  of  the 
provision. 

The  degree  of  certainty  cannot  be  provided  by  means  of  a  tariff  or 
duty.  If  the  tariff  was  set  too  high  it  could  shut  out  so  much  foreign 
supply  that  consumer  interests  would  be  hurt.  On  the  other  hand,  if 
the  tariff  was  set  too  low  it  would  allow  so  much  imports  that  domestic 
production  and  reserve  capacity  could  be  impaired  and  the  national 
security  endangered.  There  is  no  scientific  approach  to  the  setting  of 
a  tariff  which  would  be  so  precise  that  it  would  regulate  imports  at 
just  the  right  level  to  preserve  the  national  security  without  jeopardiz- 
ing the  interest  of  American  consumers.  This  is  particularly  true  in 
the  case  of  oil  imports  for  reasons  that  I  will  describe  below,  but  it 
is  also  true  in  the  case  of  other  imports  which  may  be  found  to 
jeopardize  the  national  security. 

I  am  sure,  for  example,  that  if  the  footwear  or  textile  industry 
brought  a  case  to  the  Office  of  Emergency  Preparedness  and  imports 
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of  these  products  were  found  to  impair  the  national  security  that  its 
proponents  would  not  be  advocating  a  "scientific"  tariff  to  regulate 
imports  of  footwear  and  textile  articles.  In  the  interest  of  "consumer- 
ism" they  w^ould  w^ant  the  assurance  that  imports  would  be  set  at  a 
level  reasonable  enough  to  take  a  fair  share  of  the  market  without 
driving  the  productive  capacity  in  those  industries  out  of  this  country. 
But  many  of  the  supporters  of  quotas  for  footwear  and  textile  im- 
ports, are  opponents  of  oil  import  quotas,  and  support  a  tariff  scheme 
to  regulate  oil  imports. 

The  opponents  of  the  national  security  amendment  argue  that  it 
will  cost  the  American  consumer  billions  of  dollars.  This  is  patently 
false,  but  even  if  it  were  not,  one  wonders  whether  their  concern  for 
"the  consumer"  includes  those  of  us  who  wear  shoes  and  clothing. 

The  Director  of  the  Office  of  Emergency  Preparedness,  who  was  a 
member  of  the  Cabinet  Task  Force  on  Oil  Import  Controls,  un- 
equivocably  stated  before  the  committee  that  tariff  rather  than  quotas 
on  oil  w^ould  tend  to  drive  up  prices.  He  also  informed  us  that  it  was 
a  unanimous  decision  on  the  part  of  the  Cabinet  Committee  dealing 
with  oil  imports  that : 

Recent  develofments  have  increased  misgivings  about  moving 
to  a  tariff  system  at  this  time  and  about  a  tariff  system  as  a 
feasible  method  of  controlling  oil  imports. 

The  recent  interruption  in  the  flow  of  oil  to  Europe;  while 
comparatively  small  in  quantity^  has  caused  significant  disruption 
of  the  international  oil  situation. 

Two  other  considerations  are  at  least  as  important  to  me.  First 
it  appears  that  our  country  ivill  be  in  a  transitional  situation  for 
some  time  loith  regard  to  oil.  if  only  because  of  the  uncertainty 
as  to  the  date  Alaskan  oil  loill  be  available  and  the  effects  of  the 
environmental  programs.  Secondly neio  estimates  indicate  tve 
have  a  more  severe  problem  than  tve  estimated  six  months  ago 
in  preventing  an  unwise  dependence  on  relatively  insecure  sources 
of  supply  by  even  as  early  as  1975. 

The  individual  members  of  the  Oil  Policy  Committee  are  im- 
pressed in  varying  ways  by  each  of  the  three  considerations  men- 
tioned above.  All  of  us  recognize  that  the  method  of  control  is 
a  means  to  the  rbational  security  end.,  which  includes  limiting  U.S. 
dependence. 

Because  of  these  factors,  the  Oil  Policy  Committee  concurs 
with  my  judgment  that  we  discontinue  consideration  of  moving 
to  a  tariff  system  of  control,  but  rather  continue  with  our  efforts 
to  improve  the  current  program.  (Page  287  of  the  committee 
hearing  on  the  Trade  Act  of  1970.) 
It  is  ironic  to  me  that  those  who  would  advocate  t]ie  imposition  of 
import  quotas  to  protect  the  domestic  footwear,  textile  and  dairy  in- 
dustries (without  apparent  regard  to  the  consumer  interests)  would 
argue  against  import  quotas  on  oil — the  only  commodity  which  has 
qualified  under  the  national  security  provision  of  our  trade  laws.  A 
recent  high  official  in  the  U.S.  Government  has  claimed  that  import 
quotas  on  textile  and  footwear  articles  will  cost  the  American  con- 
sumer $3.7  billion  a  year.  Proponents  of  quotas  on  these  products  will 
conveniently  overlook  this  statement  by  a  high  U.S.  official  or  will  con- 
demn it  as  misguided  and  erroneous  thinking,  while  at  the  same  time 
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latching  on  to  equally  if  not  more  erroneous  thinking  with  respect  to 
the  consumer  effects  of  oil  import  controls. 

The  oil  import  program  has  been  supported  by  four  U.S.  Presidents 
of  both  political  parties — Presidents  Eisenhower,  Kennedy,  Johnson, 
and  Nixon.  It  is  a  necessary  adjunct  to  preserve  our  ability  to  muster 
sufficient,  secure  sources  of  supply  of  this  vital  material  to  meet 
existing  or  potential  civilian  and  military  needs.  President  Ken- 
nedy was  particularly  concerned  about  this  matter  and  he  issued  the 
proclamation  which  established  a  region  formula  for  controlling  oil 
imports.  As  President  of  all  these  United  States,  I  believe  he  saw  the 
need  to  protect  the  national  interest  and  not  to  balkanize  this  country 
into  warring  regional  producer  and  consumer  interests,  as  some  of  the 
opponents  of  this  program  appear  to  be  doing. 

Finally,  let  me  say  that  the  national  security  provision  would  not  in 
any  way  affect  the  President's  flexibility  to  adjust  the  level  of  oil  im- 
ports as  he  deems  necessary.  It  does  not  "freeze"  or  "lock  in"  the  pres- 
ent import  program  as  its  opponents  contend. 

Clifford  P.  Hajstsen. 
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Public  Law.  91-306  (H.  R.  114720)^ 
July  6,  1970  (Miscellaneous 
OASDI  amendments) 


••       Public  Law  91-306 
Wii^^       ^Ist  Congress,  H.  R.  14720 
July  6.  1970 

anSct 

To  continue  until  the  close  of  June  30,  1973,  the  existing  suspension  of  duties  on 
manganese  ore  (including  ferruginous  ore)  and  related  products,  and  for  other 
purposes. 

Be  it  enacted  hy  the  Senate  and  HmMe  of  Revresentatives  of  the 
United  States  of  AmeHca  in  Cong/ess  assembled^  That  (a)  item  911.07  Manganese  ore 
of  the  Tarill"  Schedules  of  the  United  States  (19  U.S.C.  1202)  is  Cuty  suspen- 
aniended  by  striking  out  "6/30/70"  and  inserting  in  lieu  thereof 
"6/30/73". 

(b)  The  amendment  made  by  subsection  (a)  shall  apply  with 
respect  to  articles  entered,  or  withdrawn  from  warehouse,  for  con- 
sumption, after  June  30, 1970. 

Sec.  2.  {a)(l)  Section  1006  of  the  Social  Security  Amendm.ents  of  casdi  an 
1969  is  amended  by — 

(A)  inserting    "(1)''    immediately    after    "paid    to  any 
individual"; 

(B)  striking  out  "(1)"  and  inserting  in  lieu  thereof  "(A)": 


SI  on. 

31  Stat.  119. 


(C)  striking  out  "(2)"  and  inserting  in  lieu  thereof  "(B)";  and 

(D)  by  inserting  immediately  before  the  period  at  the  end 
thereof  tiie  following:      or  (2)  as  annuity  or  pension  under  the 


railroai  re- 
tirement cene- 
fit  increase. 
83  Stat,  741. 
^2  use  -15 
ncte . 
E-i  STA".  407 


Railroad  lietircment  Act  of  1937  or  the  Railroad  Retirement  Act       Stat.  307 
of  1935,  if  such  amount  is  paid  in  a  lump-sum  to  carry  out  any 
retroactive  increase  in  annuities  or  pensions  payable  under  the 
Railroad  Retirement  Act  of  1937  or  the  Railroad  Retirement  Act 


OASDI  and 
railroad  re- 


45  use  22£a- 
223S-2. 

Stat,  967. 

45  '^SC  215- 

of  1935  brought  about  by  reason  of  the  enacLinent  {after  May  30,  228 "notes. 
1970  and  prior  to  December  31,  1970)  of  any  Act  which  increases, 
retroactivelv,  the  amount  of  such  annuities  or  pensions". 
(2)  The  heading  to  such  section  1006  is  amended  by  inserting  imme- 
diately before  the  period  at  the  end  thereof  the  following:  "and  of 

KAILROAD  KETIREMKXT  BENEFIT  INCKEASE". 

(b)  (1)  Section  1007  of  the  Social  Security  Amendments  of  1969  is 
amended  by — 

(A)  striking  out  "July  1970"  and  inserting  in  lieu  thereof  "tirement  re- 
"Xovember  1970":  ^      ^  t-uf  Assist 

(B)  inserting  "(1)"  immediately  after  "also  receives  in  such  ^^Jg^^  a-ssis 
*^^nth";      ...  .  es'^stat.  742. 

(C)  inserting  immediately  Ix^fore  the  period  at  the  end  thereof  42  use  415 
the  following:     or  (2)  a  monthly  payment  of  annuity  or  pension  note, 
under  the  Railroad  Retirement  Act  of  1937  or  the  Railroad 
Retirement  Act  of  1935  whicli  is  increased  as  a  result  of  the  enact- 
ment (after  Ma;^  30,  1970,  and  before  December  31,  1970)  of  any 

Act  which  provides  general  increases  in  tlie  amount  of  the  annui- 
ties or  pensions  payable  under  the  Railroad  Retirement  Act  of 
1937  or  the  Railroad  Retirement  Act  of  1935,  the  sum  of  the  aid 
or  assistance  received  by  liim  for  sucli  month,  plus  the  monthly 
amount  of  such  annuity  or  pension  received  by  him  in  such  month 
(not  including  any  part  of  such  annuity  or  pension  which  is  dis- 
regarded under  section  lOOG),  shall  (except  as  otherwise  provided 
in  the  succeeding  sentence)  exceed  the  sum  of  the  aid  or  assistance 
which  would  have  been  received  by  him  for  such  month  imder 
such  plan  as  in  ell'ect  for  March  1970,  plus  the  monthly  annuitv 
or  pension  which  would  have  been  received  by  him  in  such  montii 
without  regard  to  the  provisions  of  the  Act  enacted  by  such  enact- 
ment, by  an  amount  equal  to  $4  or  (if  less)  to  such  increase  in 
his  monthly  annuity  or  pension  under  the  Railroad  Retirement 
Act  of  1937  or  the  Railroad  Retirement  Act  of  1935  (whether  such 


.Pubi-  Law  91-306  -  2  -  Jvdy  6,  1970 

84  STAT,  4C8  ■  

excess  is  brought  about  by  disregarding  a  portion  of  sucii  annuity 
or  pension  or  other  otherwise) " ;  and 

(D)  by  adding  at  the  end  tnereof  the  following  new  sentence: 
"If,  in  the  case  of  any  individual,  the  provisions  of  both  clauses 
(1)  and  (2)  of  the  preceding  sentence  are  applicable  to  him 
with  respect  to  any  month,  any  increase  in  the  annuity  or  pension 
(referred  to  in  clause  (2)  of  the  preceding  sentence)  of  such 
individual  for  such  month  shall,  for  purposes  of  such  sentence,  i)e 
treated  as  an  addiciuiiai  incibasc  in  the  amount  of  his  monthly 
^2^usc  401-  insurance  benefit  under  title  II  of  the  Social  Security  Act  for  such 

month  in  lieu  of  an  increase  for  such  month  in  his  annuity  or 
pension  (as  so  referred  to).". 
(2)  The  heading  to  such  section  1007  is  amended  by  inserting  "and 

RAILROAD  RETIREMENT  RECIPIENTS''  immediately  after  "RECiriENTS". 

Approved  July  6,  1970, 
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LEGISLATIVE  HISTORY; 

HOUSE  REPORT  No.  91-1077  (Comm.  on  Ways  and  Means). 

SENATE  REPORT  No,  91-933  (Comm.  on  Finznce)  . 
CONGRESSIONAL  RECORD,  Vol.  115  (1970): 

Yizy    19,  considered  and  passed  House. 

June  19,  considered  and  passed  Senate,  amended. 

June  29,  House  conc-orred  in  Senate  amendments. 
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Senate  Report  (Finance  Com- 
mittee) No.  91-933 ,  June  16, 
1970  (To  accompany  H.  R. 
11^720)  —  Excerpts  from 


Senate  Report  (Finance  Coroiriittee ) 
No.  91-933,  June  16^,  1970  (To  accom- 
pany H.  R,  III 7 20)  —  Excerpts  froin. 


TREATMENT  OF  SOCIAL.  SECURITY  AND  RAILROAD 
RETIRExAlENT   BENEFITS    FOR  PUBLIC 
ASSISTANCE  PURPOSES 

Last  December,  the  Congress  ei. acted  the  Social  Security  Amendments 
of  1969  as  title  X  of  the  Tax  Refc-rm  Act  of  1969.  The  amendments  pro- 
vided a  15-percent  across-the-boa/d  increase  in  social  security  benefits. 
Though  tlie  bei;efit  increase  v;as  o  be  efff.ctive  beginning  January  1970, 
the  Social  Security  Administration  was  not  able  to  complete  its  process- 
ing of  the  increase  in  benefits  until  March  1970.  Thus  it  was  under- 
stood that  the  15-percent  rncrease  would  first  be  reflected  in  checks  re- 
ceived by  beneficiaries  early  in  April  (the  benefits  payable  for  the  month 
of  March).  It  was  further  expect-ed  that  the  retroactive  increase  for  the 
months  of  January  and  February  would  be  mailed  to  beneficiaries  in  a 
separate  check  later  in  April. 

The  1969  amendments  also  contained  special  provisions-  relating  to  the 
treatment  of  the  social  security  benefit  increase  for  public  assistance 
purposes.  Under  section  1006  of  the  amxcndments,  each  State  was  re- 
quired, in  determining  the  need  o:'  its  public  assistance  recipients,  to  dis- 
regard the  retroactive  payment  of  the  social  security  benefit  increase  re- 
ceived in  April. 

Under  section  1007  of  the  196S  amendments,  each  State  was  also  re- 
quired, in  determining  the  need  of  its  public  assistance  recipients,  to 
assure  that  every  aged,  blind,  or  disabled  recipient  who  also  received  a 


social  security  benefit  increase  under  the  bill  would  realize  an  increase 
in  his  combined  income  from  public  assistance  and  social  security  equal 
to  $4  a  month.  In  other  v/ords,  if  an  aged  individual's  social  security 
benefits  were  increased  by  $12  monthly,  his  public  assistance  could  not 
be  reduced  more  than  $8.  The  State  was  permitted  to  achieve  this  result 
either  by  disregarding  a  portion  of  the  individual's  social  security  bene- 
fit or  by  raising  the  State's  standard  of  assistance  for  all  recipients  un- 
der the  assistance  program  involved. 

This  requirement  under  the  1969  Amendments  was  made  applicable 
only  to  the  months  before  July  1970;  it  was  thought  that  this  would  allov/ 
the  Congress  time  to  consider  the  problem  more  thoroughly  in  connection 
with  its  work  on  major  welfare  proposals  this  year. 

In  April  the  House  of  Representatives  passed  H.R.  16311,  the  Adminis- 
tration's proposed  welfare  legislation.  One  provision  of  this  bill  would 
have  deleted  the  June  1970  lim.itation  on  the  $4  pass-along  provisions  con- 
tinuing it  as  a  requirement  indefinitely. 

The  Committee  on  Finance  began  hearings  on  H.R.  16311  April  29, 
1970.  On  May  1,  the  committee  recessed  its  hearings  to  ailov/  the  De- 
partment of  Health,  Education,  and  Welfare  an  opportunity  to  revise  the 
bill  to  correct  its  defects,  and  to  put  work  incentive  features  into  it.  The 
Department  of  Health,  Education,  and  "Welfare  has  not  yet  sent  up  its 
complete  revised  welfare  bill. 

It  is  clear  that  the  Congress  will  not  be  able  to  complete  action  on 
major  welfare  legislation  by  June  30  As  a  procedural  matter,  the  com- 
mittee recommends  that  the  present  54  pass-along  provision  be  extended 
for  4  more  months,  through  October  1970,  to  permit  the  committee  and 
the  Congress  time  to  complete  action  on  major  welfare  legislation. 

In  April  of  this  year,  the  House  of  Representatives  also  passed  H.R. 
15733,  a  bill  v/hich  would  increase  railroad  retirement  benefits  by  15 
percent,,  effective  January  1970.  It  is  the  committee's  view  that  the  rail- 
road retirement  b^'-'nefit  increases  shL-nld  be  treated  for  public  assistance 
purposes  in  the  same  manner  as  the  social  security  benefit  increases. 
Accordingly,  the  committee  amendment  would: 

(1)  Require  States  to  disregard  for  public  assistance  purposes  any 
retroactive  payment  of  a  railroad  retirement  benefit  increase  as  m.ay 
be  provided  under  legislation  ena:ted  by  the  Congress  this  year; 

(2)  Require  States  to  increase  by  at  least  $4  the  combined  income 
from  railroad  retirement  benefits  and  public  assistance  for  those 
aged,  blind,  and  disabled  welfare  recipients  who  also  receive  railroad 
retirement  benefits.  This  requirement,  effective  through  October 
1970,  would  accord  the  same  treatment  to  railroad  retirement  bene- 
ficiaries as  was  given  social  security  beneficiaries. 


Public  Law  91-669  (H,  R.  19915), 
January  11,  1971,  An  Act  to 
extend  the  temporary  provision 
for  disregarding  income  of  old- 
age,  survivors,  and  disability 
insurance  and  railroad  retirement 
recipients  in  determining  their 
need  for  public  assistance 
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Public  Law  91-669 
91st  Congress,  H.  R.  19915 
January  11,  1971 

an  3lct 

To  extend  the  temporary  provision  for  disregarding  income  of  old-age,  survivors, 
and  disability  insurance  and  railroad  retirement  recipients  in  determining 
their  need  for  public  assistance. 

Be  it  enacted  hy  the  Semite  and  Home  of  Representatives  of  the 
United  Stages  of  America  in  Congt^ess  a-ssemhled.  That  section  1007  oasdi  and 
of  the  Social  Security  Amendments  of  1969,  as  amended  by  section  railroad 
2  (b)  of  Public  Law  91-306,  is  amended  to  read  as  follows :  retirement 
"Sec.  1007.  In  addition  to  the  requirements  imposed  by  law  as  a  p^^lio^^^^ 
condition  of  approval  of  a  State  plan  to  provide  aid  to  individuals  assistance 
under  title  I,  X,  XIV,  or  XVI  of  the  Social  Security  Act,  there  is  extension/ 
hereby  imposed  the  requirement  (and  the  plan  shall  be  deemed  to  Ante,  p.  408. 
require)  that,  in  the  case  of  any  individual  found  eligible  (as  a  result  42  use  30l, 
of  the  requirement  imposed  by  this  section  or  otherwise)  for  aid  for  \  1201,  1351, 
any  month  after  March  1970  and  before  J anuary  1972  who  also  receives  Am  on 

in  such  month-  84  stat'  20-39 

"(1)  a  monthly  insurance  benefit  under  title  II  of  such  Act,  42  use  4oi. 
the  sum  of  the  aid  received  by  him  for  such  month,  plus  the 
monthly  insurance  benefit  received  by  him  in  such  month,  shall 
not  be  less  than  the  sum  of  the  aid  which  would  have  been  received 
by  him  for  such  month  under  the  State  plan  as  in  effect  for  March 
1970,  plus  either 

"(A)  the  monthly  insurance  benefit  which  was  or  would 
have  been  received  by  him  in  March  1970  without  regard  to 
the  other  provisions  of  this  title  plus  $4,  or 

"(B)  the  monthly  insurance  benefit  which  was  or  would 
have  been  received  by  him  in  March  1970  under  the  provisions 
of  this  title, 

whichever  is  less  (whether  this  requirement  is  satisfied  by  disre- 
garding a  portion  of  his  monthly  insurance  benefit  or  other- 
wise), or 

"  (2)  a  monthly  payment  of  annuity  or  pension  under  the  Rail- 
road Retirement  Act  of  1937  or  the  Railroad  Retirement  Act  of  50  stat.  307. 
1935,  the  sum  of  the  aid  received  by  him  in  such  month,  plus  the  45  use  228a- 
monthly  payment  of  such  annuity  or  pension  received  by  him  in  228  s-2. 
such  month  (not  including  any  part  of  such  annuity  or  pension  49  stat.  967. 
which  is  disregarded  imder  section  1006),  shall  (except  as  other-  ^^^^ 
wise  provided  in  the  succeeding  sentence)  not  be  less  than  the  p^^^^^  ^^407 
sum  of  the  aid  which  would  have  been  received  by  him  for  such  — — ^  ^* 
month  under  such  plan  as  in  effect  for  March  1970,  plus  either 

"(A)  the  monthly  payment  of  annuity  or  pension  which 
was  or  would  have  been  received  by  him  in  March  1970  with- 
out regard  to  the  provisions  of  any  Act  enacted  after  May  30, 
1970,  and  before  December  31,  1970,  which  provides  general 
increases  in  the  amoimt  of  such  monthly  payment  of  annuity 
or  pension  plus  $4,  or 


Pub.  Law  91-669 

84  STAT.  2039 
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"(B)  the  monthly  payment  of  annuity  or  pension  which 
was  or  would  have  been  received  by  him  in  March  1970,  tak- 
ing into  account  the  provisions  of  such  Act  (if  any) , 
whichever  is  less  (whether  this  requirement  is  satisfied  by  dis- 
regarding a  portion  of  his  monthly  payment  of  annuity  or  pension 
or  otherwise)." 
Approved  January  11,  1971. 


I^EGISLATIVE  HISTORY: 

HOUSE  REPORT  No,  91-1716  (Comm.  on  Ways  and  Means). 
CONGRESSIONAL  RECORD,  Vol.  116  ( 1970) : 

Dec.  22,  considered  and  passed  House, 

Jan.  2,  considered  and  passed  Senate,  amended;  House  agreed  to 
Senate  amendment. 


GPO  48-139 


House  of  Representatives  Report 
No,  91-1 716  to  accompany  H.  R, 
19915 


91sT  Congress  )  HOUSE  OF  KEPEESENTATIVES  (  Eeport 
2d  Session     j  |  No.  91-1716 


DISREGARDING  OF  OASDI  AND  RAILROAD  RETIREMENT 
INCOME  IN  DETERMINING  NEED  FOR  PUBLIC 
ASSISTANCE 


December  10,  1970. — Committed  to  the  Committee  of  the  Whole  House  on  the 
state  of  the  Union  and  ordered  to  be  printed. 


Mr.  Mills,  from  the  Committee  on  Ways  and  Means, 
submitted  the  foUowing 

REPORT 

[To  accompany  H.R.  19915] 

The  Committee  on  Ways  and  Means,  to  whom  was  referred  the  bill 
(H.R.  19915)  to  make  permanent  the  existing  temporary  provision 
for  disregarding  income  of  oldage,  survivors,  and  disabihty  insurance 
and  railroad  retirement  recipients  in  determining  their  need  for  public 
assistance,  having  considered  the  same,  report  favorably  thereon  with- 
out amendment  and  recommend  that  the  bill  do  pass. 

Purpose  of  H.R.  19915 

The  purpose  of  H.R.  19915  is  to  make  permanent  section  1007  of 
the  Social  Security-  Amendments  of  1969.  Section  1007  was  a  tem])orar3' 
provision  that  accompanied  the  15-percent  increase  in  social  security 
benefits,  the  principal  purpose  of  the  Social  Securitv  Amendments  of 
1969. 

Under  section  1007,  the  States  were  required  to  take  action  to 
assure  that  recipients  of  public  assistance  inider  the  federally  aided 
adult  public  assistance  programs  (the  old-age  assistance,  aid  to  the 
blind,  and  aid  to  the  permanently  and  totally  disabled  programs)  who 
also  received  a  social  security  benefit  increase  under  the  1969  amend- 
ments would  realize  an  increase  in  combined  income  from  public 
assistance  and  social  security  equal  to  $4  a  month  or  the  amount  of 
the  social  security  benefit  increase  received  by  the  recipient,  if  less. 
A  State  could  meet  this  requirement  either  by  disregarding  a  jjortion 
of  the  recipient's  social  security  pa3aTient  or  by  raising  the  State's 
standard  of  assistance  for  all  recipients  under  the  program  involved. 
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Section  1007  of  the  1969  amendments  as  originalh^  enacted  ap]:)lied 
only  to  public  assistance  payments  made  before  July  1970.  The 
provision  was  enacted  on  a  temporary-  basis  in  order  to  allow 
Congress  time  to  consider  the  problem  with  which  it  dealt  more 
thoroughly  in  connection  with  the  work  it  has  planned  to  do  on  major 
Av  elf  are  proposals  this  3'ear. 

In  April,  the  House  of  Representatives  passed  H.R.  16311,  the 
administration's  proposed  welfare  legislation.  One  of  the  sections  of 
this  bill  pro\dded  for  making  section  1007  permanent  law  in  the  same 
manner  as  H.R,.  19915. 

In  June  of  this  year,  when  it  became  apparent  that  the  Senate  would 
not  be  able  to  complete  action  on  H.R.  16311  before  section  1007  was 
to  expire,  the  Senate  adopted  an  amendment  to  another  pending  bill 
(H.R.  14720)  to  extend  the  appHcation  of  section  1007  through  October 
of  1970.  The  Senate  amendment  also  broadened  section  1007  to  apply 
to  railroad  retirement  beneficiaries.  The  House  agreed  to  this  amend- 
ment and  it  was  signed  into  law  (Public  Law  91-306). 

The  Senate  has  taken  further  action  on  this  issue  by  including  a 
provision  to  extend  the  application  of  section  1007  through  December 
31,,  1971,  in  the  pending  Social  Security  Amendments  of  1970  (H.R. 
17550)  which  was  ordered  reported  in  the  Senate  on  December  9. 

Since  section  1007  expired  at  the  end  of  October  and  since  both 
Houses  of  Congress  have  taken  some  action  in  the  direction  of  extend- 
ing its  a^pplication  to  appl}^  in  the  future,  your  committee  believes  it  is 
imperative  that  action  be  taken  on  this  legislation  in  order  to  prevent 
the  States  from  ceasing  to  apply  the  provision,  which  in  some  instances 
could  result  in  a  $4  reduction  in  public  assistance  payments  for  some 
recipients.  H.R.  19915  would  apply  retroactively  to  public  assistance 
payments  for  months  since  October  1970. 

Your  committee  is  unanimous  in  recommending  enactment  of 
H.R.  19915. 

Changes  in  Existing  Law  Made  by  the  Bill,  as  Reported 

In  compliance  vdth  clause  3  of  rule  XIII  of  the  Rules  of  the  House 
of  Representatives,  changes  in  existing  law  made  by  the  bill,  as 
reported,  are  shown  as  follows  (existing  law  proposed  to  be  omitted 
is  enclosed  in  black  brackets,  existing  law  in  which  no  change  is  pro- 
posed is  shown  in  roman) : 

Section  1007  of  the  Social  Security  Amendments  of  1969 

SEC.  1007.  DISREGARDING  OF  INCOME  OF  OASDI  RECIP- 
IENTS AND  RAILROAD  RETIREMENT  RE- 
CIPIENTS IN  DETERMINING  NEED  FOR 
PUBLIC  ASSISTANCE 

In  addition  to  the  requir3ments  imposed  b}^  law  as  a  condition  of 
app.roval  of  a  State  plan  to  provide  aid  or  assistance  in  the  form  of 
mone}^  ])ayments  to  individuals  under  title  I,  X,  XIV,  or  XVI  of  the 
Social  Security  Act,  there  is  hereby  imposed  the  requirement  (and  the 
plan  shall  be  deemed  to  require)  that,  in  the  case  of  any  indivitlual 
receiving  aid  or  assistance  for  any  month  after  March  1970  [and  before 
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November  1970]  who  also  receives  in  such  month  (1)  a  monthly 
insurance  benefit  under  title  II  of  such  Act  which  is  increased  as  a 
result  of  the  enactment  of  the  other  provisions  of  this  title,  the  sum 
of  the  aid  or  assistance  received  by  him  for  such  month,  plus  the 
monthly  insurance  benefit  received  by  him  in  such  month  (not  includ- 
ing any  part  of  such  benefit  which  is  disregarded  under  section  1006), 
shall  exceed  the  sum  of  the  aid  or  assistance  which  would  have  been 
received  by  him  for  such  month  under  such  plan  as  in  effect  for 
March  1970,  i)lus  the  monthly  insurance  benefit  which  would  have 
been  received  by  him  in  such  month  without  regard  to  the  other 
provisions  of  this  title,  by  an  amount  equal  to  $4  or  (if  less)  to  such 
increase  in  his  monthly  insurance  benefit  under  such  title  II  (whether 
such  excess  is  brought  about  by  disregarding  a  portion  of  such  monthly 
insurance  benefit  or  otherwise),  or  (2)  a  monthly  payment  of  annuity 
or  pension  under  the  Railroad  Retirement  Act  of  1937  or  the  Raihoad 
Retirement  Act  of  1935  which  is  increased  as  a  result  of  the  enact- 
ment (after  May  30,  1970,  and  before  December  31,  1970)  of  any 
Act  which  provides  general  increases  in  the  amount  of  the  annuities 
or  pensions  payable  under  the  Railroad  Retirement  Act  of  1937  or 
the  Railroad  Retirement  Act  of  1935,  the  sum  of  the  aid  or  assistance 
received  by  him  for  such  month,  plus  the  monthly  amount  of  such 
annuity  or  pension  received  by  him  in  such  month  (not  including  any 
part  of  such  annuity  or  pension  which  is  disregarded  under  section 
1006),  shall  (except  as  otherwise  provided  in  the  succeeding  sentence) 
exceed  the  sum  of  the  aid  or  assistance  which  would  have  been  received 
by  him  for  such  month  under  such  plan  as  in  effect  for  March  1970, 
plus  the  monthly  annuity  or  pension  which  would  have  been  received 
by  him  in  such  month  without  regard  to  the  provisions  of  the  Act 
enacted  by  such  enactment,  by  an  amount  equal  to  $4  or  (if  less)  to 
such  increase  in  his  monthly  annuity  or  pension  under  the  Railroad 
Retirement  Act  of  1937  or  the  Railroad  Retirement  Act  of  1935 
(whether  such  excess  is  brought  about  by  disregarding  a  portion  of 
such  annuity  or  pension  or  other  otherwise).  If,  in  the  case  of  any 
individual,  the  provisions  of  both  clauses  (1)  and  (2)  of  the  preceding 
sentence  are  applicable  to  him  with  respect  to  any  month,  any  increase 
in  the  annuity  or  pension  (referred  to  in  clause  (2)  of  the  preceding 
sentence)  of  such  individual  for  such  month  shall,  for  purposes  of  such 
sentence,  be  treated  as  an  additional  increase  in  the  amount  of  his 
monthly  insurance  benefit  under  title  II  of  the  Social  Security  Act  for 
such  month  in  lieu  of  an  increase  for  such  month  in  his  annuity  or 
pension  (as  so  referred  to). 
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Public  Law  9I-69O  (H.  R.  19U70), 
January  12,  1971,  An  Act  to 
modify  the  nursing  service  re- 
quirement and  certain  other 
requirements 


Public  Law  91-690 
91st  Congress,  H.  R.  19470 
January  12,  1971 
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To  amend  title  XVIII  of  the  Social  Security  Act  to  modify  the  nursing  service 
requirement  and  certain  other  requirements  which  an  institution  must 
meet  in  order  to  qualify  as  a  hospital  thereunder  so  as  to  make  such  re- 
quirements more  realistic  insofar  as  they  apply  to  smaller  institutions. 


Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the 
United  States  of  America  in  Congress  assembled^  That  section  1861   Nursing  servioe 
(e)  (5)  of  the  Social  Security  Act  is  amended  by  adding  immediately  requirements, 
after  the  semicolon  at  the  end  thereof  the  following:  "except  that  modlfioation. 
until  January  1, 1976,  the  Secretary  is  authorized  to  waive  the  require-   "79  Stat,  315, 
ment  of  this  paragraph  for  any  one-year  period  with  respect  to  any   42  use  I395x, 
institution,  insofar  as  such  req[uirement  relates  to  the  provision  of 
twenty-four-hour  nursing  service  rendered  or  supervised  by  a  regis- 
tered professional  nurse  (except  that  in  any  event  a  registered  pro- 
fessional nurse  must  be  present  on  the  premises  to  render  or  supervise 
the  nursing  service  provided,  during  at  least  the  regular  daytime 
shift),  where  immediately  preceding  such  one-year  period  he  finds 
that — 

"(A)  such  institution  is  located  in  a  rural  area  and  the  supply 
of  hospital  services  in  such  area  is  not  sufficient  to  meet  the  needs 
of  individuals  residing  therein, 

"(B)  the  failure  of  such  institution  to  qualify  as  a  hospital 
would  seriously  reduce  the  availability  of  such  services  to  such 
individuals,  and 

"(C)  such  institution  has  made  and  continues  to  make  a  good 
faith  effort  to  comply  with  this  paragraph,  but  such  compliance 
is  impeded  by  the  lack  of  qualified  nursing  personnel  in  such 
area ;". 

Approved  January  12,  1971, 
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House  of  Representatives 
Report  No.  9I-I676  to 
accompany  H.  R.  19U70. 
Report  of  Coimnittee  on 
Ways  and  I4eans 


91sT  Congress  ]  HOUSE  OF  EEPEESENTATIVES  (  Eepoet 


REASONABLE  APPROVAL  OF   RURAL  HOSPITALS  FOR 
MEDICARE  PURPOSES 


Mr.  Burleson,  of  Texas,  from  the  Committee  on  Ways  and  Means, 
submitted  the  following 


The  Committee  on  Ways  and  Means,  to  vvhom  was  referred  the  bill 
(H.R.  19470)  to  amend  title  XVIII  of  the  Social  Secmity  Act  to 
modify  the  nursing  service  requirement  and  certain  other  requirements 
which  an  institution  must  meet  in  order  to  qualify  as  a  hospital  there- 
under so  as  to  make  such  requirements  more  realistic  insofar  as  they 
apply  to  smaller  institutions,  having  considered  the  same,  report 
favorably  thereon  with  an  amendment  and  recommend  that  the  bill 
as  amended  do  pass. 

The  amendment  is  as  follows: 

Strike  out  all  after  the  enacting  clause  and  insert  the  following: 

That  section  1861(e)  (5)  of  the  Social  Security  Act  is  amended  by  adding  imme- 
diately after  the  semicolon  at  the  end  thereof  the  following: 

"except  that  until  January  1,  1976,  the  Secretarj^  is  authorized  to  waive  the 
requirement  of  this  paragraph  for  [iny  one-year  period  with  respect  to  any 
institution,  insofar  as  such  requirement  relates  to  the  provision  of  24-hour 
nursing  service  rendered  or  supervised  by  a  registered  professional  nurse 
(except  that  in  an}^  event  a  registered  professional  nurse  must  be  present  on  the 
premises  to  render  or  supervise  the  nursing  service  provided  during  at  least 
the  regular  da5^time  shift),  where  immediatelj^  preceding  such  one-5^ear  period 
he  finds  that — 


"(A)  such  institution  is  located  in  a  rural  area  and  the  supply  of 
hospital  services  in  such  area  is  not  sufficient  to  meet  the  needs  of 
individuals  residing  therein, 

"(B)  the  failure  of  such  institution  to  qualify  as  a  hospital  would 
seriously  reduce  the  availabilitj^  of  such  services  to  such  individuals,  and 

"(C)  such  institution  has  made  and  continues  to  make  a  good  faith 
effort  to  comply  with  this  paragraph,  but  such  compliance  is  impeded 
by  the  lack  of  qualified  nursing  personnel  in  such  area;". 


2d  Session 


December  7,  1970. — Ordered  to  be  printed 
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Purpose 

The  purpose  of  H.R.  19470,  as  amended,  is  to  permit  certain 
hospitals  which  have  had  difficulty  in  securing  required  nursing  serv- 
ices to  continue  to  participate  in  the  medicare  program  for  up  to  5 
years  under  specified  conditions. 

General  Statement 

According  to  policy  established  by  the  Social  Security  Administra- 
tion, a  hospital  or  extended  care  facihty  is  certified  for  participation 
in  medicare  if  it  is  in  full  compliance  (meets  all  the  requirements  of 
the  Social  Security  Act  and  is  in  accordance  with  all  regulatory 
requirements  for  participation),  or  if  it  is  in  ' 'substantial"  comphance 
(meets  all  the  statutory  requirements  and  the  most  important  regu- 
latory conditions  for  participation).  Thus,  while  an  institution  may 
be  deficient  with  respect  to  one  or  more  standards  of  participation,  it 
may  still  be  found  to  be  in  substantial  compliance,  if  the  deficiencies 
do  not  represent  a  hazard  to  patient  health  or  safety,  and  efforts  are 
being  made  to  correct  the  deficiencies. 

It  has  been  recognized  that  there  is  a  need  to  assure  continuing 
availability  of  medicare-covered  institutional  care  in  rural  areas, 
many  of  which  may  have  only  one  hospital,  without  jeopardizing  the 
health  and  safety  of  patients.  To  achieve  this  objective,  the  approach 
has  been  adopted  by  Social  Security  of  certifying  "access"  hospitals 
while  documenting  their  deficiencies  and  requiring  upgrading  of  plant 
and  staff.  State  agencies  have  also  been  required  to  pro\dde  consulta- 
tion and  assistance  to  these  facilities  in  an  effort  to  help  them  achieve 
compliance  with  the  standards.  Certain  ' 'access"  hospitals,  to  the 
extent  that  they  are  capable,  have  succedded  in  overcoming  de- 
ficiencies. However,  many  hospitals  have  not  demonstrated  sufficient 
willingness  to  take  the  steps  necessar}^  to  correct  deficiencies  and 
have  instead  been  willing  to  continue  as  ''access"  hospitals  with  all 
the  limitations  in  quality  care  that  this  status  entails.  In  other  areas, 
some  rural  hospitals  despite  proper  efl'orts  have  been  unable  to  secure 
required  personnel  or  otherwise  comply. 

To  deal  with  the  dilemma  created  by  the  need  to  assure  the  avail- 
ability of  hospital  services  of  adequate  quality  in  rural  areas  and  the 
fact  that  existing  shortages  of  qualified  nursing  personnel  make  it 
difficult  for  some  rural  hospitals  to  meet  the  nursing  staff  requirements 
of  present  law,  your  committee's  bill  would  authorize  the  Secretary, 
under  certain  conditions,  to  waive  the  requirement  that  an  access 
hospital  have  registered  professional  nurses  on  duty  around  the  clock. 
This  requirement  could  be  waived  only  if  the  Secretary  finds  that  the 
hospital : 

(a)  Has  at  least  one  registered  nurse  on  the  day  shift  and  has 
made,  and  is  continuing  to  make,  a  bona  fide  effort  to  comply  with 
the  registered  nursing  staff  requirement  with  respect  to  other 
shifts  (which,  in  the  absence  of  an  R.N.  are  covered  by  licensed 
practical  nurses)  but  is  unable  to  employ  the  qualified  personnel 
necessary,  at  prevailing  wage  or  salar^^^  levels,  because  of  nursing 
personnel  shortages  in  the  area; 
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(b)  Is  located  in  an  isolated  geographical  area  in  which  hospitals 
are  in  short  supply  and  the  closest  other  participating  hospitals 
are  not  readily  accessible  to  people  of  the  area;  and 

(c)  Nonparticipation  of  the  ''access"  hospital  would  seriously 
reduce  the  availability  of  hospital  services  to  medicare  bene- 
ficiaries residing  in  the  area. 

Under  the  provision,  the  Secretary  would  regularl}^  review  the  situa- 
tion with  respect  to  each  hospital,  and  the  waiver  would  be  granted  on 
an  annual  basis  for  not  more  than  one-year  at  a  time.  The  waiver 
authority  w^ould  be  applicable  only  mth  respect  to  the  nursing  staff 
requirement;  no  waiver  authority  would  be  provided  under  the  amend- 
ment with  respect  to  any  other  conditions  of  participation  or  any 
standards  relating  to  health  and  safety. 

The  i^roposed  waiver  authority  would  expire  December  31,  1975. 

Your  committee  is  unanimous  in  recommending  the  enactment  of 
this  bill. 

Changes  in  Existing  Law  Made  by  the  Bill,  As  Repoeted 

In  compliance  with  clause  3  of  Rule  XIII  of  the  Rules  of  the  House 
of  Representatives,  changes  in  existing  law  made  by  the  bill,  as  re- 
ported, are  shown  as  follows  (new  matter  is  printed  in  italic,  existing 
law  in  which  no  change  is  proposed  is  shown  in  roman) : 

Section  1861(e)  of  the  Social  Security  Act 

definition  of  services,  institutions,  etc. 

Sec.  1861.  For  purposes  of  this  title — 
(a)  *  *  * 

******* 

hospital 

(e)  The  term  ''hospital"  (except  for  purposes  of  sections  1814(d) 
and  1835(b),  subsection  (a)(2)  of  this  section,  paragraph  (7)  of  this 
subsection,  and  subsections  (i)  and  (n)  of  this  section)  means  an 
institution  which— 

(1)  is  primarily  engaged  in  providing,  by  or  under  the  super- 
vision of  physicians,  to  inpatients  (A)  diagnostic  services  and 
therapeutic  services  for  medical  diagnosis,  treatment,  and  care  of 
injured,  disabled,  or  sick  persons,  or  (B)  rehabilitation  services 
for  the  rehabilitation  of  injured,  disabled,  or  sick  persons; 

(2)  maintains  clinical  records  on  all  patients; 

(3)  has  bylaws  in  effect  with  respect  to  its  staff  of  physicians; 

(4)  has  a  requirement  that  every  patient  must  be  under  the  care 
of  a  ph3^sician; 

(5)  provides  24-hour  nursing  service  rendered  or  supervised  by 
a  registered  professional  nurse,  and  has  a  licensed  practical  nurse 
or  legistered  professional  nurse  on  duty  at  all  times;  except  that 
until  January  1,  1976,  the  Secretary  is  authorized  to  luaive  the 
requirement  of  this  paragraph  jor  any  one-year  period  with  respect 
to  any  institution,  insofar  as  such  requirement  relates  to  the  provision 
of  24-hour  nursing  service  rendered  or  supervised  by  a  registered 


II.  Kept.  91-1G7(> 


4 


professional  nurse  {except  that  in  any  event  a  registered  professional 
nurse  must  be  present  on  the  premises  to  render  or  supervise  the 
nursing  service  provided  during  at  least  the  regidar  daytime  shift), 
where  immediately  preceding  such  one-year  period  he  finds  that — 

(A)  such  institution  is  located  in  a  rural  area  and  the  supply 
of  hospital  services  in  such  area  is  not  sufficient  to  meet  the 
needs  of  individuals  residing  therein, 

(B)  the  failure  of  such  institution  to  qualify  as  a  hospital 
would  seriously  reduce  the  availability  of  such  services  to  such 
individuals,  and 

((7)  such  institution  has  made  and  continues  to  make  a  good 
faith  effort  to  comply  with  this  paragraph,  but  such  compliance 
is  impeded  by  the  lack  of  qualified  nursing  personnel  in  such 
area, 

(6)  has  in  effect  a  hospital  utihzation  review  plan  which  meets 
the  requirements  of  subsection  (k) ; 

(7)  in  the  case  of  an  institution  in  any  State  in  which  State  or 
applicable  local  law  provides  for  the  licensing  of  hospitals,  (A)  is 
licensed  pursuant  to  such  law  or  (B)  is  approved,  by  the  agency 
of  such  State  or  locality  responsible  for  licensing  hospitals,  as 
meeting  the  standards  established  for  such  licensing ;  and 

(8)  meets  such  other  requirements  as  the  Secretary  finds  neces- 
sary in  the  interest  of  the  health  and  safety  of  individuals  who  are 
furnished  services  in  the  institution,  except  that  such  other  re- 
quirements may  not  be  higher  than  the  comparable  requirements 
prescribed  for  the  accreditation  of  hospitals  by  the  Joint  Commis- 
sion on  Accreditation  of  Hospitals  (subject  to  the  second  sentence 
of  section  1863). 

For  purposes  of  subsection  (a)(2),  such  term  includes  any  institution 
which  meets  the  requirements  of  paragraph  (1)  of  this  subsection.  For 
purposes  of  sections  1814(d)  and  1835(b)  (including  determination 
of  whether  an  individual  received  inpatient  hospital  services  or  diag- 
nostic services  for  purposes  of  such  sections),  and  subsections  (i) 
and  (n)  of  this  section,  such  term  includes  any  institution  which  (i) 
meets  the  requirements  of  paragraphs  (5)  and  (7)  of  this  subsection, 
(ii)  is  not  primarily  engaged  in  providing  the  ser^dces  described  in  sec- 
tion 1861  (j)  (1)  (A)  and  (iii)  is  primarily  engaged  in  providing,  by  or 
under  the  supervision  of  individuals  referred  to  in  paragraph  (1)  of 
section  1861  (r)  to  inpatients  diagnostic  services  and  therapeutic  serv- 
ices for  medical  diagnosis,  treatment,  and  care  of  injured,  disabled,  or 
sick  persons,  or  rehabilitation  services  for  the  rehabilitation  of  injured, 
disabled,  or  sick  persons. 

Notwithstanding  the  preceding  provisions  of  this  subsection,  such 
term  shall  not,  except  for  purposes  of  subsection  (a)(2),  include  any 
institution  which  is  primarily  for  the  care  and  treatment  of  mental 
diseases  or  tuberculosis  unless  it  is  a  tuberculosis  hospital  (as  defined 
in  subsection  (g)  or  unless  it  is  a  psychiatric  hospital  (as  defined 
in  subsection  (f)).  The  term  ' 'hospital"  also  includes  a  Christian 
Science  sanatorium  operated,  or  listed  and  certified,  by  the  First 
Church  of  Christ,  Scientist,  Boston,  Mass.,  but  only  with  respect 
to  items  and  services  ordinarily  furnished  by  such  institution  to  in- 
patients, and  payment  may  be  made  with  respect  to  services  pro- 
vided by  or  in  such  an  institution  only  to  such  extent  and  under 
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such  conditions,  limitations,  and  requirements  (in  addition  to  or  in 
lieu  of  the  conditions,  limitations,  and  requirements  otherwise  applica- 
ble) as  may  be  provided  in  regulations.  For  provisions  deeming  certain 
requirements  of  this  subsection  to  be  met  in  the  case  of  accredited 
institutions,  see  section  1865. 
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APPENDIX 


The  following  is  a  listing  of  the  acts  contained  in  the  pre- 
ceding volumes  of  this  legislative  history: 

Volume  1  74th-76th  Congress 

Act  of  August  14,  1935  (Public,  No.  271,  74th  Congress; 

kS  Stat.  620).    The  Social  Security  Act. 
Act  of  August  10,  1939  (Public,  No.  379,  76th  Congress; 

53  Stat.   1360).    The  Social  Security  Act  Amendments  of 

1939. 

Act  of  August  11,   1939  (Public,  No.  400,  76th  Congress; 

53  Stat.  1420)  -  providing  for  the  noncol 1 ect ion  of 
PICA  tax  on  certain  services  rendered  before  January 
1940. 

Act  of  August  13,  1940  (Public,  No.  764,  76th  Congress; 

54  Stat.  785)  -  providing  for  more  uniform  coverage  for 
certain  persons  employed  in  coal  mining  operations. 

Volume  11  78th-80th  Congress 

Act  of  March  24,  1943  (Public  Law  17,  78th  Congress; 

57  Stat.  45)  -  services  of  officers  and  members  of 
crews  employed  by  War  Shipping  Administration;  mari- 
time tax  deduction. 

Act  of  February  25,  1944  (Public  Law  235,  78th  Congress; 

58  Stat.  21).    The  Revenue  Act  of  1943. 

Act  of  April  4,   1944  (Public  Law  285,  78th  Congress; 

53  Stat.  188)  -  clarifying  provisions  of  Act  of  March  24, 
1943. 

Act  of  October  23,   1945  (Public  Law  201,  79th  Congress; 

59  Stat.  546)  -  services  of  employees  of  the  Bonneville 
Power  Administration. 

Act  of  December  29,  1945  (Public  Law  291,  79th  Congress; 

59  Stat.  669).    The  International  Organizations 
Immunities  Act. 

Act  of  July  31,  1946  (Public  Law  572,  79th  Congress; 

60  Stat.  722)  -  crediting  railroad  industry  service 
under  the  Social  Security  Act. 

Act  of  August  8,   1946  (Public  Law  67I,  79th  Congress; 
60  Stat.  925)  -  employment  for  business  vested  in  or 
transferred  to  Alien  Property  Custodian. 


Act  of  August  10,   1946  (Public  Law  7I9,  79th  Congress; 
60  Stat.  978).    The  Social  Security  Act  Amendments  of 
19^6. 

Act  of  April  20,  19^8  (Public  Law  ^92,  80th  Congress; 
62  Stat.  195)  -  to  exclude  certain  vendors  of  news- 
papers and  magazines. 

Act  of  June  14,   1948  (Public  Law  642,  80th  Congress; 
62  Stat.  438)   -  usual  common-law  rules  applicable  in 
determining  employer-employee  relationship. 

Volyme  III  81st  Congress 

Act  of  August  28,   1950  (Public  Law  734,  8lst  Congress; 
64  Stat.  477).    The  Social  Security  Act  Amendments  of 
1950. 

Act  of  September  23,   1950  (Public  Law  814,  8lst  Congress; 

64  Stat.  906).     The  Revenue  Act  of  1950. 

Volume  IV  82nd-83rd  Congress 

Act  of  July  12,   1951  (Public  Law  78,  82d  Congress;  65  Stat 
119)   "  exclusion  of  service  performed  by  Mexican  agri- 
cultural workers,  admitted  under  Title  V  of  the  Agri- 
cultural Act  of  1949. 

Act  of  October  30,   1951  (Public  Law  234,  82d  Congress; 

65  Stat.  683)  -  interrelationship  between  RRA  and  SSA. 
Act  of  June  28,   1952  (Public  Law  420,  82d  Congress; 

66  Stat.  285)  -  amending  sec.  218(f)  of  the  Act, 
Act  of  July  18,   1952  (Public  Law  590,  82d  Congress; 

66  Stat.  767).    The  Social  Security  Act  Amendments  of 
1952. 

Act  of  August  14,   1953  (Public  Law  269,  83d  Congress; 

67  Stat.  580)  -  providing  for  wage  credits  for  military 
service  before  July  1,  1955. 

Act  of  August  15,   1953  (Public  Law  279,  83d  Congress; 

67  Stat.  587)   -  adding  section  2l8(m)   relating  to 
services  of  employees   In  positions  covered  by  Wisconsin 
retirement  fund. 

Act  of  September  1,   1954  (Public  Law  76I ,  83d  Congress; 

68  Stat.   1052).     The  Social  Security  Amendments  of  1954 

Volume  V  84th  Congress 

Act  of  August  9,  1955  (Public  Law  325,  84th  Congress; 

69  Stat.  621)   -  providing  for  wage  credits  for  military 
service  before  April   1956;  extending  time  for  filing 
lump  sum  applications   in  certain  cases. 


Act  of  August  1,   1956  (Public  Law  880,  84th  Congress; 

70  Stat.  807).    The  Social  Security  Amendments  of  1956. 
Act  of  August  1,   1956  (Public  Law  881,  84th  Congress; 

70  Stat.  857).     The  Servicemen's  and  Veterans'  Survivor 
Benefits  Act. 

Volume  VI  85th  Congress 

Act  of  July  17,   1957  (Public  Law  85-IO9,  85th  Congress; 

71  Stat.  308)  -  amending  sec.  2l6(i)  and  sec.  224(e) 
of  the  Act. 

Act  of  August  30,   1957  (Public  Law  85-226,  85th  Congress; 
71  Stat.  511)  -  amending  sec.  218(f),  ( k) ,  and  (p)  of 
the  Act. 

Act  of  August  30,   1957  (Public  Law  85-227,  85th  Congress; 

71  Stat.  512)  -  amending  sec.  218(d)(6)  of  the  Act. 
Act  of  August  30,   1957  (Public  Law  85-229,  85th  Congress; 

71  Stat.  513)  -  adding  new  paragraph  (7)  to  sec.  218(d) 

of  the  Act. 

Act  of  August  30,   1957  (Public  Law  85-238,  85th  Congress; 
71  Stat.  518)  -  amending  sec.  202(b),  (c),  (e)-(h),  (p) 
and  (t),  and  sec.  216(h)  of  the  Act,  and  sees.   l(q)  and 
5(1)  of  the  RRA. 

Act  of  August  30,   1957  (Public  Law  85-239,  85th  Congress; 

71  Stat.  521)  -  extending  the  time  within  which  a 
minister  can  elect  coverage  and  amending  sec.  211(a)(7) 
of  the  Act. 

Act  of  August  27,   1958  (Public  Law  85-785,  85th  Congress; 

72  Stat.  938)  -  to  provide  coverage  for  certain 
employees  of  tax  exempt  organizations  which  failed  to 
file  waiver  certificates. 

Act  of  August  27,   1958  (Public  Law  85-786,  85th  Congress; 
72  Stat.  938)  -  providing  that  the  sec.  209( i)  exception 
from  wages  does  not  apply  to  payments  to  State  and  local 
employees  absent  from  work  because  of  sickness. 

Act  of  August  27,  1958  (Public  Law  85-787,  85th  Congress; 
72  Stat.  939)  -  amending  sec.  218(d)(6)  by  adding 
Massachusetts  and  Vermont  and  permitting  a  "second 
chance"  to  choose  coverage  in  certain  cases. 

Act  of  August  28,   1958  (Public  Law  85-798,  85th  Congress; 
72  Stat.  964)  -  providing  for  re-entitlement  for  certain 
widows  -  sec.  202(g);  coverage  for  policemen  and  fire- 
men working  for  interstate  instrumentalities  -  sec. 
2l8(k);  and  coverage  of  policemen  and  firemen  in  State 
of  Washington  -  sec.  2l8(p). 


Act  of  August  28,   1958  (Public  Law  85-8^0,  85th  Congress; 

72  Stat.  1013).  The  Social  Security  Amendments  of  1958. 
Act  of  September  2,  1958  (Public  Law  85-857,  85th  Congress; 

72  Stat.  1105)  -  Interrelationship  between  title  II  of 

the  Social  Security  Act  and  title  38  U.S.C.  -  Veterans 

Benef  Its . 

Act  of  September  6,  1958  (Public  Law  85-927,  85th  Congress; 

72  Stat.   1778)   -  amending  RRA  and  sec.   202(t)  of  the 
Social  Security  Act. 

Volume  V I  I  86th  Congress,  Part  1 

Act  of  June  25,   1959  (Public  Law  86-70,  86th  Congress; 

73  Stat.   I4l).     The  Alaska  Omnibus  Act. 

Act  of  August  18,   1959  (Public  Law  86-168,  86th  Congress; 
73  Stat.  384)  -  providing  that  the  sec.  210(a)(6)(B) 
exclusion  does  not  apply  to  service  performed  in  the 
employ  of  a  Federal   land  bank,  a  Federal  intermediate 
credit  bank  or  a  bank  for  cooperatives. 

Act  of  September  16,   1959  (Public  Law  86-284,  86th  Congress 
73  Stat.  566)  -  amending  sec.   104(f),  Social  Security 
Amendments  of  1956  and  sec.  2l8(p)  and  extending  the 
time  for  modifying  certain  State  agreements. 

Act  of  September  22,   1959  (Public  Law  86-346,  86th  Congress 

73  Stat.  621)   -  amending  sec.  201(d)  of  the  Act. 
Act  of  April  8,   I96O  (Public  Law  86-415,  86th  Congress; 

74  Stat.  32)   -  remuneration  of  Public  Health  Service 
Reserve  Corp  commissioned  officers;  waiver  of  benefits. 

Act  of  April  22,   I96O  (Public  Law  86-442,  86th  Congress; 

74  Stat.  81)  -  amending  sec.  213(a)(2)(B)  of  the  Act  - 

quarters  of  coverage  based  on  wages  earned. 
Act  of  June  11,   I96O  (Public  Law  86-507,  86th  Congress; 

74  Stat.  200)   -  amending  sec.  205(d)  of  the  Act. 
Act  of  July  12,   i960  (Public  Law  86-624,  86th  Congress; 

74  Stat.  411).    The  Hawaii  Omnibus  Act. 

Volume  VIM  86th  Congress,  Part  2 

Act  of  September  13,   I96O  (Public  Law  86-778,  86th  Congress 
74  Stat.  924).     The  Social  Security  Amendments  of  I96O. 


Volume  IX    87th  Congress 


Aot  of  June  30,  1961  (Public  Law  87-64,  87th  Congress; 

75  Stat.  131) •    The  Social  Security  Amendments  of  1961. 
Act  of  September  21,  1961  (Public  Law  87-256,  87th  Congress; 

75  Stat*  5?7)«    The  Mutual  Educational  and  Cultural 

Exchange  Act  of  1961. 
Act  of  September  21,  1961  (Public  Law  87-262,  87th  Congress; 

75  Stat.  542)  -  continuing  the  sec.  210(a)(6)  exclusion  of 

serrices  of  employees  of  rreedman»s  Hospital  who  transfer 

to  Howard  UniTersity. 
Act  of  September  22,  1961  (public  Law  87-293,  87th  Congress; 

75  Stat.  612).    The  Peace  Corps  Act. 
Act  of  October  5,  1961  (public  Law  87-397,  87th  Congress; 

75  Stat.  828)  -  permitting  the  use  of  social  security 
account  numbers  as  identifying  numbers  for  income  tax 
purposes. 

Aot  of  October  24,  1962  (Public  Law  87-878,  87th  Congress; 

76  Stat.  1202)  -  Talidating  corerage  of  certain  State 
and  local  employees  in  Arkansas  and  adding  "Maine**  in 
seo.  218 (p)  of  the  Act. 


Volume  X    88th  Congress 

Act  of  February  26,  1964  (Public  Law  88-272,  88th  Congress; 
78  Stat.  19).    The  Revenue  Act  of  1964. 

Act  of  July  2,  1964  (Pablio  Law  88-350,  88th  Congress; 

78  Stat.  240)  -  extending  the  time  within  which  teachers 
and  other  employees  covered  by  the  sane  retirement  system 
in  the  State  of  Maine  may  be  treated  as  being  covered  by 
separate  retirement  systems  for  purposes  of  the  old-age » 
survivors,  and  disability  insurance  program. 

Act  of  July  23,  1964  (Public  Law  88-382,  88th  Congress; 

78  Stat.  335)  -  permitting  Nevada  to  divide  its  retirement 
systems  into  two  parts  for  purposes  of  obtaining  social 
security  coverage  under  its  Federal -State  agreement. 

Act  of  August  20,  1964  (public  Law  88-452,  88th  Congress; 
78  Stat.  508).    The  Economic  Opportunity  Act  of  1964. 

Act  of  October  13>  1964  (Public  Law  88-650,  88th  Congress; 
78  Stat.  1075)  -  providing  full  retroactivity  for  disa- 
bility determinations,  extending  the  period  within  which 
ministers  may  elect  coverage,  validating  certain  wages 
reported,  and  making  certain  other  changes. 


Volume  XI     89th  Congress 


Act  of  July  30,  1965  (Public  Law  89-97,  89th  Congress; 

79  Stat.  286).     The  Social  Security  Amenckients  of  1965. 
Act  of  March  15,   1966  (Public  Law  89-368,  89th  Congress; 

80  Stat.  67).     The  Tax  Adjustment  Act  of  1966  - 
providing  benefits  at  age  72  for  certain  uninsured 
individuals . 

Act  of  April  8,   1966  (Public  Law  89-384,  89th  Congress, 
80  Stat.  99)   -  extending  the  initial  enrollment  period 
for  supplementary  medical  insurance  benefits. 

Act  of  November  2,   1966  (Public  Law  89-713,  89th  Congress, 
80  Stat.   1107)  -  relating  to  the  reasonable  cost  for 
reimbursement  of  proprietary  extended  care  facilities 
under  Health  Insurance  for  the  Aged. 

Volume  XII    90th  Congress 

Act  of  September  30,   1967,  to  extend  through  March  1968 
the  first  general  enrollment  period  under  part  B  of 
title  XVIII  of  the  Social  Security  Act  (relating  to 
supplementary  medical  insurance  benefits  for  the  aged) , 
and  for  other  purposes  (Public  Law  90-97,  90th  Congress, 
H.R.  13026). 

Act  of  January  2,  1968,  to  amend  the  Social  Security  Act 
to  provide  an  increase  in  benefits  under  the  old-age, 
survivors,  and  disability  insurance  system,   to  provide 
benefits  for  additional  categories  of  individuals ,  to 
improve  the  public  assistance  program  and  programs 
relating  to  the  welfare  and  health  of  children,  and 
for  other  purposes  (Public  Law  90-248,  90th  Congress, 
H.R.   12080).     The  Social  Security  Amendments  of  1967. 
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